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Section 1

Executive Summary

Introduction

In the Spring of 2002, Delta Development Group, Inc. (Delta) was retained by
Huntingdon County to prepare a countywide economic development plan. From the
onset, the scope of services called for a participatory planning process that sought input
from a wide variety of community stakeholders. The Economic Task Force and Planning
Commission became a sounding board for the consulting team, keeping Delta’s progress
in check and providing constructive feedback during all stages of plan development. An
ad hoc Study Committee was formed from the members of the Task Force, Planning
Commission and other community leaders to assist in development of the Economic
Analysis. Study Committee members work in a variety of professional fields, including
economic development, visitor promotion, education, workforce development, municipal
government, and private industry. Their diverse backgrounds have helped the consulting
team maintain a “big picture” perspective throughout the planning process. To date,
Delta has completed the following tasks:

s Review of Previous Economic Development Plans
. Stakeholder Interviews
s Analysis of Industrial Structure & Performance
~ o Business Leader Survey
o Enterprise Zone and Main Street Opportunity Analysis
& Analysis of Development Sites
. New Communities-Enterprise Zone Grant Application
e Technology Assessment

e Marketing & Visitor Promotion Strategy

The analysis provides a solid foundation for making informed decisions about the
future direction of Huntingdon County. By presenting Delta’s findings in a concise
format, this report provides the basis for recommending actions that lead to
implementation. For discussion purposes, findings have been categorized as follows:
Business & Workforce Development, Enterprise Zone (EZ) & Technology Procurement,
and Marketing & Visitor Promotion.

Deita Development Group, Inc.
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Business and Worldorce Development

The industry analysis, stakeholder interviews, and business surveys were utilized to
gain a broader understanding of the County’s ‘basic’ industries, comprised of firms that
generate cash flow by exporting products and services. By circulating their cash earnings
through the local economy, economic ‘base’ sectors stimulate local economic growth,
hence their importance to any economic development strategy. The analysis identified
the following strengths and weaknesses within Huntingdon County’s economy:

¢ Huntingdon County exhibits a fairly diverse export base, comprised of industries
that serve both consumer and producer markets. Signs of competitive weakness are
evident in the manufacturing sector, where employment is often concentrated in
sectors that have not kept pace with national employment growth.

» In contrast to the sluggish manufacturing sector, the service sector has witnessed
unprecedented growth. From 1991-1997, manufacturing sector employment grew
by only % percent, whereas service sector employment increased by 13 percent.
Despite its weak specialization ratio, Health Services (SIC 80) exhibits positive
employment growth and local competitive advantage, an indication that this
emerging sector is poised for future growth. The proximity of JC Blair Memorial
Hospital to other health care facilities within the Southern Alleghenies Region
creates an opportunity for utilizing telemedicine to enhance the delivery of rural
health care services.

¢ The comparative weakness of the County’s other service industries suggests the
need for diversification, particularly in the area of Business Services (SIC 73), a
potential growth sector that has Jost employment over the decade. Business
Services (SIC 73) has been identified as a potential growth sector because it
exhibits a weak local specialization (L.Q=.1895), an indication that demand is being
partly satisfied by imports. Non-basic industries represent an opportunity for import
substitution.

¢ Traditional segments of the County’s economy exhibited some staying power in the
1990s. While Agricultural Production-Livestock (SIC 02) did not demonstrate
significant employment growth, its strong specialization ratio (LQ=10.9913) shows
its importance to the County economy. The analysis confirms a comparatively
weak Agricultural Services (SIC 07) sector. This finding is consistent with the
County’s comprehensive plan “Continuity Through Conservation II” (1999), which
identified the lack of agricultural support businesses as a factor contributing to the
tenuous position of farming operations in the County.

» The analysis identified several mature sectors that would benefit from supply chain
management. These sectors have a strong local presence, but are facing increased
pressures from foreign competitors: Nonmetallic Minerals, Except Fuels (SIC 14);
Stone, Clay & Glass Products (SIC 32); Fabricated Metal Products (SIC 34);

Delta Development Group, inc. ‘ 2
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Electronic & Other Electronic Equipment (SIC 36). Enhancing the local supply
-chain - a network of buyers and suppliers operating collectively to deliver the final
product - is one of the best means of building competitive advantage within the
County’s mature sectors.

o While Huntingdon County does not have a high performance industry cluster that
can serve as a foundation for an economic development strategy, it has access to the
necessary human capital to help pioneer process improvements within mature
sectors. '

* An important segment of Huntingdon County’s economy, State government
accounts for over 50 percent of all government jobs in the County. A significant
percentage of these jobs can be attributed to the State Correctional Institution (SCI)
at Huntingdon and Smithfield that employs approximately 1,000 full-time staff.

' The County’s dver_all employment growth rate has been stagnant and its
unemployment rate is one of the highest in the Southern Alleghenies and in
Pennsylvamia. This rate has ranged from 7.3 percent to 13.2 percent over the last
ten years.

o According to U.S. Census Worker Flow Files, approximately 30 percent of
Huntingdon County residents work outside of the County. This demonstrates the
availability of good paying jobs in the Altoona and State College areas, which are
within easy commuting distance of Huntingdon County.

¢ Results from the Business Leader Survey indicate that workforce development is a
key concern for many employers. When discussing skill gaps within the labor
force, employers identified a need for training in customer service, team building,
leadership, and computers as top priorities. A host of local employers also
identified the need for more skilled tradesmen, in occupations ranging from
mechanical and electrical work to CADD design. Local education providers and
businesses should work together to develop training programs.

e Stakeholder interviews indicated that hospitality training of the workforce was
important when considering the impact of Raystown Lake and other visitor
amenities. ' ' o

Enterprise Zone (EZ) & Technology Procurement

Delta conducted an opportunity analysis to position Huntingdon County for the
State’s Enterprise Zone (EZ) Program. The analysis included an assessment of the
current business environment, a discussion of factors that impede business development,
and a proposed business development strategy. Delta also prepared a technology
assessment, which included an inventory of current Internet providers, general cost
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comparisons, and recommendations for developing broadband Internet access on a
community level. The findings of the opportunity analy51s and technology assessment
are as follows:

o There are opportunities to develop and redevelop several key industrial sites in the
County. These include Huntingdon Business Park, Riverview Business Center and
the Smithfield Township Economic Development Corporation (STEDCO) property.

e An enterprise zone should be developed connecting Huntingdon to Mount Union.
This shoutd include portions of Huntingdon and Mount Union Boroughs as well as
key parcels of land along U.S. Route 22. The Enterprise Zone coordinator will need
to undertake a business visitation program that encourages ongoing business
networking. This strategy will enable the coordinator to identify barriers to growth
and place him/her in the best position to provide technical assistance.

» The Enterprise Zone coordinator should identify funding opportunities for business
development and expansion and foster the development of a revolving loan
program. ' o ‘

¢ The recent establishment of an Information Technology (IT) Program at Juniata
College, the construction of a $20 million state of the art science center, and plans
for a virtual business incubator serve as a framework for technology related
businesses in the County.

o Ofthe 47 (out of 116) businesses that responded to the Business Leader Survey, 39
currently have Internet access. When asked how they currently utilize the Internet,
these businesses answered as follows: Marketing (17), Sales (18}, Inventory Orders
(9), and Other (22). '

¢ The technology assessment revealed that Huntingdon County is currently
. underserved in broadband Internet technology. The typical installation rate for T-1
service is $3,000 to $4,000 in the County versus $1,000 in more developed areas.

¢ The proposed enterprise zone for the County will focus on the development of
additional technology capacity along the U.S. Route 22 corridor between
Huntingdon and Mount Union. The technology assessment recommends that a local
consortium of stakeholders be formed to improve their bargaining power with
provider firms.

o The Center for Entrepreneurial Leadership (CEL) and the Juniata Tncubator can help
local businesses develop e-commerce components within their business plans.

Delta Development Group, Inc. L : 4
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Marketing and Visitor Promotion

o The marketing and visitor promotion strategy focuses upon two key themes. The

O first is what the County can do to market itself internally and extemally. The second is
how the County can more effectively promote itself as a destination location. These

o themes are illustrated as follows:

o It is more beneficial to concentrate on the County’s existing businesses than to
T market the region to those companies who know little or nothing about Huntingdon
County.

e Offer local alternatives to local companies who no longer are served by their current
facility. This will help smaller companies continue to call the County their home.

s Local economic development agencies need to showcase the County’s strengths in a
“real time” environment to companies considering relocation.

e Business attraction efforts should be focused upon a “critical mass’ of similar
industries in the County. This includes qualifying leads through the Govemnor’s
Action Team (GAT) and other entities.

¢ Huntingdon County should have a clear and established line of communication for
business attraction. This includes appropriate contact entities to answer questions
and provide information in a timely manner.

o Contact business leaders who have knowledge of the region to attract businesses to
Huntingdon County. This could include alumni of local school districts or Juniata
College.

» Develop a strategy to provide employment opportunities for relocated spouses
coming into Huntingdon County.

e Utilize media options to build an image of the County for potential niche or
emerging industries. This would include advertising the Enterprise Zone.

o The most fertile environment for business start-ups is in a college or university
environment, These institutions can provide support in business planning and
product development.

¢ Utilize Juniata College and Penn State University as a way to attract students to
Huntingdon County. This can be accomplished through internships and community
L involvement.

e Utilize Raystown Lake and other visitor attractions in the County, such as the East
Broad Top Railroad, as a “gateway” for the County’s marketing message.

Delta Development Group, Inc. 5
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Strategic Plan Summary

Business & Workforce Development

TR T i T

1.1 Establish an Early Warning Short-term State Rapid Response Coordinators (L&)
Network to monitor the (0-2 years) Area Chambers of Commerce
health of existing business and Huntingdon County Business & Industry
to provide rapid response to (HCBI)
at-risk companies. Enterprise Zone (EZ) Coordinator *

Huntingdon County Careerl.ink
TEAM PA Business Calling Program
Local Union & Labor Organizations
Juniata Coflege

Industrial Modernization Center

1.2 Promote business participation Mid-term TEAM PA Foundation

in PA SourceNet. (2-5 years) Southern Alleghenies Regional Planning &
Development Commission :
Area Chambers of Commerce * :

.3 Promote utilization of the U.S. Ongoing Greater Huntingdon Chamber of Commerce*
Small Business Administration’s Mt. Union Chamber of Commerce
SCORE (State Corps of Broad Top Chamber of Commerce
Retired Executives) program. 5t. Francis Small Business Development

Center
Juniata College Center for Entrepreneurial
Leadership

1.4  Establish a shared-risk seed Short-term Enterprise Zone (EZ) Coordinator *
fund to provide gap financing (0-2 years) Huntingdon County Business & Industry
to business start-ups and local Southern Alleghentes Regionat Planning &
firms. Development Commission

Local financial institutions

1.5 Work in partnership with area Mid-term Private Businesses
businesses and school districts (2-5 years) Public School District
to implement a Teacher/]ob Huntingdon Careerlink
Shadow program. Local Junior Achievement Chapter

Tuscarora Intermediate Unit 1] *

1.6  Support the continuation of
. Huntingdon County’s family
farms by identifying market
niche opportunities, supporting
agricultural land preservation,
and advocating policy changes
at the State and MNational level,

Delta Development Group, Inc. - : é
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e  Explore niche market

i, Ongoing Northeast Federation of Family Farm Co-ops
opportunities : (NeFFFCo)

Penn State/Huntingdon Cooperative
Extension *

Appatachian Farming Systems Research -
Center (USDA)

¢ Continue to support the
‘preservation of
agricultural land in
Huntingdon County

Ongoing Huntingdon County Commissioners *__'
Penn State/Huntingdon Cooperative
Extension

e Advocate for
improvements to
existing Farm Service
Agency (FSA) programs
to reward farmers that
implement conservation
practices.

Long-term Huntingdon County Agricultural Land
(5+ years) Preservation Board*

Huntingdon County Commissioners
State and Federal Delegation
Pennsylvania Department of Agriculture
Local Farm Service Agency (FSA) Office

¢ Work Wit,l.' Penn St%te Mid-term Penn State/Huntingdon Cooperative
COQPEmtIVE E)CtenSIOl'l (2_5 yEarS) Extension *

tob ec':i‘: ::r:;srs | Huntingdon County Agricultural Land
abou rraditional Preservation Board

financing opportunities

1.7 Perform a market analysis of Mid-term Greater Huntingdon Chamber of Commerce*
Huntingdon Borough’s Central (2-5 years) Huntingdon Area Merchants
Business District (CBD). Pennsyivania Downtown Center

1.8  Introduce a hospitality Mid-term Huntingdon County Visitors Bureau
curriculum as an adjunct to the (2-5 years) Huntingdon County Career & Technology
Culinary Arts Program Center (HCCTC) *
currenty offered at the HCCTC’s Craft Advisory Committee
Huntingdon County Career & Pennsylvania Tourism & Lodging Association

Technology Center.

1.9 Work in conjunction with Long-term Greater Huntingdon Chamber of Commerce
Juniata College to establish an (5+ years) Mt. Union Chamber of Commerce
E-business Network. Broad Top Chamber of Commerce

Huntingdon County Business & Industry

Juniata College Center for Entrepreneurial

Leadership *

St. Francis Small Business Development
P | Center

. Enterprise Zone (EZ) Coordinator:
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.10 Sponsor a Workforce Short-term
Development Summit. 1 {0-2 years)

Greater Huntingden Chamber of Commerce
Huntingdon County Career & Technology
Center

Huntingdon County School Districts
Careerlink

Huntingdon County Business & Industry
Enterprise Zone (EZ) Coordinator *

1.1t Diversify Huntingdon County's On-going
tourism sector and encourage
year-round visitation.

Huntingdon County Planning & Development
Department*

Huntingdon County Visitor's Bureau
Southern Alleghenies Regional Tourism
Confederation

Huntingdon County Business & Industry
Huntingdon County Economic Development
Task Force

1.12  Establish a Partnership ‘Short-term Huntingdon County Business & Industry
Agreement among the area’s (0-2 years) Greater Huntingdon Chamber of Commerce
economic development Mt. Union Chamber of Commerce
entities. Broad Top Chamber of Commerce

Southern Alfeghenies Planning & Development
Commission
Huntingdon County Economic Development
Task Force *
Huntingdon County Visitors Bureau

.13 Retain the Economic Task Cngoing Huntingdon County Commissioners

Force as 2 permanent
organizational body.

Huntingdon County Planning & Development
Department*

Huntingdon County Economic Development
Task Force

1.14  implement a countywide Ongoing
leadership development
‘program e

Huntingdon County Commissioners

Penn State Cooperative Extension *

Greater Huntingdon Chamber of Commerce
Huntingdon County Economic Development
Task Force

Leadership Steering Committee

Mt. Union Chamber of Commerce

Broad Top Chamber of Commerce

1.I5  Encourage the implementation Ongoing
of the County’s comprehensive
plan — Continuity Through
Conservation II,

Huntingdon County Planning & Development
Department*

Huntingdon County Economic Development
Task Force

Defta Development Group, Inc.
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Marketing & Visiter Prometion

2.1 Continue offering Customer Ongoing Huntingdon County Visitors Bureau *
Service Training to support _ Greater Huntingdon Chamber of
downtown redevelopment and Commerce
expansion within the County's : Mt. Union Chamber of Commerce
tourism sector. Broad Top Chamber of Commerce

Huntingdon Area Merchants:

2.2 Eswblish a locals-only program Short-term Huntingdon County Visitors Bureau *
to familiarize residents with {0-2 years) Greater Huntingdon Chamber of
local attractions. Commerce

Mt. Union Chamber of Commerce
Broad Top Chamber of Commerce
Huntingdon Area Merchants

23 Automate the Huntingdon Short-term Huntingdon County Business &
County Data Book. (0-2 years) Industry *
24  Align potential sites with the Short-term HMuntingdon County Business &
next phase of SelectSites. (0-2 years) Industry *
P 25  Form a Student/Community Short-term Greater Huntingdon Chamber of
: Relations Committee to {0-2 years) Commerce
establish a dialogue with the Mt. Union Chamber of Commerce
County's student population. Broad Top Chamber of Commerce

Juniata College *

26  Coordinate a work session Short-term Juniata College Center for
with Penn State and Juniata (0-2 years) Entrepreneurial Leadership
College to discuss a niche Penn State University
strategy for the County's Huntingdon County Planning &
marketing plan. Development Department *
' Greater Huntingdon Chamber of
Commerce

Mt. Union Chamber of Commerce
St. Francis Small Business
Development Center

Broad Top Chamber of Commerce
Huntingdon County Visitors Bureau
Huntingdon County Business &
Industry

Southern Alleghenies Planning &
Development Commission

Delta Development Group, Inc. : 9
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the Comprehensive Economic
Analysis.

2.7 Establish an indirect marketing Short-term Huntingdon County Visitors Bureau *
campaign that complements (0-2 years) U.S. Army Corps of Engineers
the Quality of Life video Juniata College
project. Westsylvania Heritage Corporation
2.8  Prepare a market study to Mid-term Huntingdon County Visitors Bureau *
document the spending habits (2-5 years) Juniata College
and purchasing power of the Penn State University
County visitor base. Greater Muntingdon Chamber of
Commerce
Me. Union Chamber of Commerce
Broad Top Chamber of Commerce
Southern Alleghenies Planning &
Development Commission
29  Conduct a workforce Mid-term CareerLink *
assessment to document {2-5 years) Southern Alleghenies Regional
worldorce availability and skills Planning & Development Comemission
within Huntingdon County's
fabor force.
2.10  Continue to promote the Short-term Greater Huntingdon Chamber of
community assets that (0-2 years) Commerce '
distinguish Huntingdon County Mt. Union Chamber of Commerce
as a progressive rural Broad Top Chamber of Commerce
community. Huntingdon County Business &
Industry
Huntingdon County Planning &
Development Department *
Huntingdon County Visitors Bureau
2.11  Utilize signage, landscaping, Mid-term Huntingdon County Planning &
and other streetscape (2-5 years) Development Department *
enhancements to delineate Juniata College
gateways along the County’s
major transportation arteries.
212  Develop a public awareness Short-term Huntingdon County Economic
campaign to build support for {0-2 Development Task Force *

Huntingdon County Business &
Industry

Southern Alleghenies Planning &
Development Commission

Delta Development Group, Inc.
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Enterprise fone (EZ) & Technology Procurement

3.1 Form an organizational : Short-term Enterprise Zone (EZ) Coordinator *
structure to ensure (0-2 years) Huntingdon County Planning &
coordination of business Development Department
development efforts. Huntingdon County Economic Task

Force

3.2  Hirean Enterprise Zone Short-term Huntingdon County Commissioners *

(EZ) coordinator. (0-2 years) Huntingdon County Planning &
Development Department
Huntingdon County Business & Industry
Greater Huntingdon Chamber of
Commerce
Mt. Union Chamber of Commerce
Broad Top Chamber of Commerce
Juniata College
Broadband Consortium
St. Francis Small Business Development
Center (SBDC)

3.3  ldentify financial and Ongoing Huntingdon County Business & Industry
technical resource needs Juniata College Center for
of EZ corridor businesses Entrepreneurial Leadership
with larger than local Enterprise Zone (EZ} Coordinator *
markets, and procure
resources which will
respond affectively to
those needs.

34  Develop a business Ongoing Huntingdon County Commissioners
Revolving Loan Fund (RLF) Huntingdon County Business & Industry
to be capitalized by Juniata College Center for
repayments of loans Entrepreneurial Leadership
provided by DCED and Enterprise Zone {(EZ) Coordinator *
other public lenders.

35 FormaRural Area Short-term Enterprise Zone (EZ) Coordinator *
Network to aggregate {0-2 years) Greater Huntingdon Chamber of
broadband demand. Commerce/ Technology Committee

Mt. Union Chamber of Commerce
Broad Top Chamber of Commerce
Juniata College

3.6  Review State and Federal Mid-term Broadband Consortium
funding assistance (2-5 years) Enterprise Zone (EZ) Coordinator *
programs Early adopters along the U.S. Route 22

corridorfenterprise zone

Deita Development Group, Inc.
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Short-term:

Broadband Consortium

Huntingdon Borough'’s
Central Business District
(CBD).

3.7  Prepare a Broadband
Business Plan (0-2 years) Enterprise Zone (EZ) Coordinator *
: Juniata College Center for
Entrepreneurial Leadership
St. Francis Smal! Business Development
| Center (SBDC)
3.8  Develop an Anchor Mid-term Enterprise Zone (E£) Coordinator
Building project in (2-5 years) Broadband Consortium’ '

Greater Huntingdon Chamber of
Commerce

Huntingden County Planning &
Development Department

Delta Development Group, Inc.
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Section 2

Review of Previous Development Studies

A primary objective of the Comprehensive Economic Analysis is to diversify the
County’s economic base by strengthening its internal capacity. Capacity-building not
only refers to a community’s physical capital, but also to the quality of its human
resources — the job readiness of the labor pool, the resources of local development
agencies, etc. Over the years, a number of studies have profiled the Huntingdon County
economy and examined both sides of this economic equation. While some studies chose
to focus upon a particular segment of the economy, a greater number take a broader view
— relying upon surveys, interviews, and quantitative analysis to identify key trends and
issues. These studies provide a useful benchmark for today’s planning efforts because
they document competitive challenges and opportunities that may still persist today.

Looking back over the last 20 years, this section highlights key trends and issues that
impacted Huntingdon County’s growth and development. Although some issues no
longer remain relevant, a surprising number still resonate today. This review helped the
consulting team and Study Committee arrive at a shared understanding of the
opportunities and challenges facing Huntingdon County. It also provided a foundation
for setting priorities and establishing policies that would build the County’s capacity from
the mside-out. :

Economic Develob_ment Model for Huntingdon County
Juniata College {1988)

Declaring that “...no single strategy can/should be used to promote development in
the County,” the report called for a broad-based approach to economic development that
would address the County’s primary obstacles to growth: (1) low per capita income, (2)
weak job growth, and a (3) lack of economic diversification. Topographic constraints
(e.g. steep slopes, forestland) were also identified as factors that limited development
potential in many areas of the County. In addition, many municipal governments lacked
sufficient revenue to finance infrastructure improvements needed to support commercial
development. While the County’s physical capacity to support development was a
concern, the job readiness of the workforce was also at issue. The report expressed
concern about the County’s high unemployment rates and lower than average educational
attainment. Persistently high unemployment suggested a mismatch between worker skills
and workplace needs. A primary recommendation of the report was to update the
County’s property database, which would be maintained by staff at Huntingdon County
Business & Industry (HCBI).

Delta Development Group, Inc. - . 13
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Huntingdon County Economic Profile
Richard C. Sutter & Associates, Inc. (1994)

Richard Sutter and Associates, Inc. completed this County profile on behalf of the -
Southern Alleghenies Planning and Development Commission. It addition to providing a
general overview of the County economy between 1979 and 1988, the profile also
reported on a range of quality of life indicators, including demographic trends, labor
force characteristics, and business climate. This was followed by an in-depth analysis of
regional, Statewide, and national economic trends. From 1988 to 1993, the State and
national economy witnessed modest employment growth, which was mirrored by the six-
county Southern Alleghenies Region. Over the same period, Huntingdon County lost
employment, particularly in the manufacturing and service sectors. Job losses in the
Hotels & Other Lodging Places (SIC 70) sector was of notable concern because the
County was working to build a more robust tourism industry.

The report indicated that County and State government were the largest engines of
employment growth in Huntingdon County. By far, the largest State employer was the
Pennsylvania Department of Corrections, which operated two (2) prison facilities in
Huntingdon County. By 1990, local and State government employed over 2,500 persons
and consisted of seventy-eight (78) business establishments. Because State government
paid well above the average wage, this sector remained a retention target for Huntingdon
County.

In addition to documenting industry and employment trends, the consultant utilized
Input-Output (I-O) analysis to identify linkages between local industries. By identifying
the forward- and backward linkages that connect suppliers and customers, I-O analysis
determines if a local economy is dependent upon a few key employers — or if the local
economy is diversified amongst a large network of related industries. In many cases,
local firms are unaware that local or regional businesses can meet their supply needs. In
this instance, 1-O analysis is utilized to identify potential gaps in the “supply chain.”
Once these gaps have been identified, a targeted marketing campaign can be developed to
recruit firms within the industry cluster. [-O analysis suggested that the County’s
primary cluster was the Lumber & Wood Products (SIC 24) industry — an emerging
sector that deserved heightened attention from economic development agencies. The
consultant recommended that a targeted marketing campaign be paired with
entrepreneurial development efforts to diversify this particularly cluster. It also noted a
significant regional cluster in the Paper & Allied Products (SIC 26) sector and the
wholesale trade of nondurable goods (SIC 51). From the consultant’s perspective, these
potential growth sectors required some effort be expended to strengthen inter-firm
linkages.
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Preparation for a New Millennium in Huntingdon County

Richard C. Sutter & Associates, Inc. (1996}

In 1996, Huntingdon County Business & Industry (HCBI) secured the services of a
private consulting firm to identify strengths and weaknesses within Huntingdon County’s
economy. The study examined industry and labor force trends from 1988 to 1993, a
period of transition in the County economy. While the private sector lost employment
share over this time period, these losses were mostly concentrated in the manufacturing
sector. Employment within Huntingdon County’s government sector was relatively
stable. But the same could not be said of the service sector, which witnessed unusually
poor performance during this period. From 1988-1993, employment within Huntingdon
County’s service sector grew by only 5.2 percent, whereas the Southern Alleghenies
Region experienced job growth of 23.4 percent. In an area that was attempting to build a
more dynamic tourist industry, hotels and restaurant related industries showed a
disappointing decline.

In addition to these quantitative findings, the study included resuits from an
attitudinal survey distributed to approximately forty (40) employers in Huntingdon
County. The survey asked employers to discuss the job readiness of the local workforce.
Employers noted the following: (1) Recent high school graduates were more computer
savvy, more literate and open to change; (2) Employers had concerns about the lack of
maturity and absence of work ethic among the current workforce; and (3) Older members
of the workforce were viewed as more reliable, yet resistant to change. In some cases,
more mature workers resisted upgrading skills to remain competitive within their
industry. Employers added that they wanted additional courses available in computer
skills, reading biueprints and mechanical drawings, team building, conflict management,
resume writing, and interview skills. B

As aresult of the survey and industry analysis, the marketing committee for
Huntingdon County Business and Industry (HCBI) worked with the consultant to identify
several industry targets. These “targets” would provide the foundation for a direct
marketing campaign that was designed to attract and retain businesses within sectors for
which Huntingdon County exhibited a strong competitive advantage:

¢ Lumber & Wood Products (SIC 24)
Wood Kitchen Cabinets
Structural Wood Members

¢  Furniture & Fixtures (SIC 25)
Public Building & Related Furniture
Wooed Office Fixtures & Partitions

e  Machinery & Computers (SIC 35)
Special Dies & Tools
Cutting Tools & Machine Tool Accessories
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*  Instruments & Related Products (SIC 38)
Surgical & Medical Instruments & Apparatus
Orthopedic, Prosthetic, & Surgical Appliances & Supplies
Electromedical & Electrotherapeutic Apparatus

¢ Miscellaneous Retail (S1C 59)
Mail Order Retail

¢ Hotels & Other Lodging Places (SIC 70)
Hotels & Motels '

e Business Services (SIC 73)
Credit Reporting
Direct Mail Advertising - same as credit reporting

* Engineering & Management Services (SIC 87)
Testing Laboratories

Continuity Through Conservation, Background Studies

Huntingdon County Comprehensive Plan Phase |, Background Studies (1997)

This first phase of the Huntingdon County Comprehensive Plan was prepared by
Richard C. Sutter and Associates. The Background Studies report suggested that the
County’s economy had changed substantially over the past fifty vears, primarily in
structure rather than size. During this period, the County’s civilian labor force increased
by 31 percent, from 13,077 to 17,185, while agricultural employment decreased by 19.4
percent and mining employment decreased by 5.4 percent, respectively. The
manufacturing sector lost significant employment share, dropping from 31.4 percent to
23.7 percent of the total labor force. Other employment sectors increased proportionately
to account for overall employment growth. The principle conclusions of the Background
Studies report were as follows:

¢ The County had a higher percentage of manufacturing workers (25%) than either
Pennsylvama or the U.S. as a whole.

Similar to other rural counties, a higher than average percentage of workers (29.8%)
commuted out of the County for employment.

.

For several decades unemployment in the County was higher than the State average,
and had often been the highest in the State.

The County workforce was characterized as primarily blue collar.

Wages paid by area businesses were below average for the State.
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« The percentage of government employees (23%) was much higher than average,
reflecting the presence of State Correctional Institutions and several important State
offices in the area.

o While the acreage devoted to agricultural activities remained fairly consistent, farms
decreased in number. This reflects a trend toward larger farming operations to
achieve greater economies of scale. Particularly significant was the loss of dairy
farms, one of the County’s primary agricultural industries. From 1990 to 1995, the
County lost 40 dairy farms. '

Huntingdon County Quality of Life Survey

Vantandingham Consulting/Graney, Grossman, Ray & Associates (1999)

The survey was completed in 1999 to fulfill the public participation objectives of the
County Comprehensive Plan Update. Mailed to a representative sample of County
residents, the opinion survey asked respondents to rank the desirability of Huntingdon
County on a number of levels, including job opportunities, consumer preferences, and
standard of living. The survey was distributed to 1,760 residents — and resulted in a 43
percent response rate. Based upon the survey findings, employment concermns ranked
high amongst many respondents. Three (3) out of every four (4) respondents considered
high unemployment to be a “severe problem” — the only issue to receive such a rating by
a majority of respondents. In addition, nine (9) out of ten (10) respondents felt that job
creation should be the greatest priority.

In the area specifically related to economic development, assisting local business to
stay/expand within the County was rated the highest priority, followed by new industry
recruitment. Improving the quality of life and marketing the County’s attractiveness to
high-tech, information-age businesses also received high rankings in the survey, as did
providing assistance for small business development. When compared with other
economic development concerns (e.g. job creation, business retention), tourism
development did not receive a high ranking; only 26% of respondents felt it was
important. Because this survey did not specifically focus upon community attitudes with
regards to tourism, it would be erroneous to conclude that a majority of County residents
oppose further development of this sector. The survey does suggest, however, that some
people do not consider the industry a primary engine of economic development — or a
source for family sustaining job opportunities. The survey points to a lack of awareness
about the role of tourism within the County economy. Public education may broaden
awareness about the tourism industry and its linkages to other key industry sectors,

Continuity Through Conservation, The Plan

County Comprehensive Plan, Phase Il (November 1999)

Phase II of the County Comprehensive Plan was prepared by Graney, Grossman,
Ray and Associates. Through a series of objectives and policy statements, the plan
outlines a vision for Huntingdon County — an image of the County that it will aspire to

Delta Development Group, Inc. IR S 17




Huntingdon County Comprehensive Economic Andlysis Final Report

achieve over the next 20 years. The vision for economic development reflects the
priorities outlined within the Quality of Life Survey (1999). When the survey was
conducted, residents’ primary concerns centered upon the need for family-sustaining
jobs, new business development, and infrastructure that would support diversification
within the service sector (e.g. additional retail, knowledge-based businesses). The
economic development vision stayed true to these concerns: “To encourage the
development of a healthy and diversified economic base capable of providing
employment and goods and services to the residents of Huntingdon County.” In support
of the vision, five (5) objectives for economic development were established:

» Support and foster economic development activities that will continue the
sustainable use of farm and forest resources. Support sound resource exiraction
policies.

» Support and foster efforts to expand the breadth of tourism attractions and tourism-
related business in Huntingdon County.

» Reduce the flow of retail dollars from Huntingdon County by developing a stronger,
more diverse retail service base.

+ Continue successful efforts to expand the industrial sector of the economy and
' attract new industry sectors that match the County’s resources.

e Widen use of tools for economic development.

The plan outlined a series of “action steps,” proactive strategies that would help the
County fulfill its economic development goals. These policy recommendations provided
the framework for the Comprehensive Economic Analysis — an in-depth examination of
the County economy intended to strengthen the County’s competitive edge, achieve
consensus on key issues, and establish realistic goals for the future.

Socio-Economic Profile

In addition to the economic development plan, Phase II included a demographic
profile of the County. According to the U.S. Census, Huntingdon County’s decadal
growth rate (DGR) has mirrored Pennsylvania’s growth rate. As shown in Table 2-1,
Pennsylvania gained 399,411 people from 1990-2000. This represents a DGR of 3.4
percent.  Over the same period, Huntingdon County gained 1,422 persons — a DGR of
3.2 percent. While Huntingdon County’s population growth reflected Statewide trends,
the Southern Alleghenies Region experienced a fairly significant population loss. From
1990-2000, the six-county region lost 5,103 persons — a DGR of negative 1 percent.
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1990

Table2 -1

477,709

44,164 11,881,643
1996 45,061 479,709 12,033,856
2000 45,586 472,606 12,281,054
Total Change: o o o
1990-2000 +1,422 (3.2%) -5,103 (-1.1%) +399,411 (+3.4%)

Source: United States Census Bureau

As shown in Table 2-2, Huntingdon County maintained a fairly consistent age
distribution throughout this time period. For instance, the “18-64 years” age group
represented 63 percent of the County’s total population in both 1990 and 2000, while the
“65+ years™ age group represented 13-14 percent of the total population. Although the
County’s age distribution mirrors that of Pennsylvania, the County has experienced more
rapid growth in its elderly population. From 1990-2000, the 65+ age group grew by 14
percent, while Pennsylvania’s 65+ category grew by a lesser 5 percent. In contrast,
Pennsylvania’s “under 18” age group grew by 4 percent while Huntingdon County’s -
declined by 5.3 percent. Because the County’s “under 18” population is decreasing at .
roughly the same rate as its “65+” population is increasing, the County is likely gaining
population due to attrition. As the population becomes progressively older, labor force
constramts will become an ever-pressing issue.

“Under 18 yrs.

Table2 -2

%

23.5% 23,
18-64 yrs. 63.0% 60.5%
65 yrs. and over 13.5% 15.6%
Total Population 44,164 11,881,643 12,281,054

Source: United States Census Bureau

As depicted in Table 2-3, the racial composition showed little change m the County
between the 1990 Census and the 2000 Census. This is also true on a Statewide basis.
When compared to Pennsylvania, Huntingdon County has a larger percentage of those
identified as “white” and a smaller percentage of those identified as “black.”

Delta Development Group, Inc.
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Table 2 -3

White 934% | 933% 85.4%
Black 45% 5.1% 10.0%
Asian 0.25% 02% | 8%
Other 1 55% | 4% 2.8%
Total 100% 100% 100%

Source: United States Census Bureau

Table 2-4 compares Huntingdon County’s income structure to that of surrounding
counties, the State, and the nation. In 1995, the Southern Alleghenies Region had a
Median Household Income (MHI) of $28,370, which represented 82 percent of
Pennsylvania’s MHI ($34,439) and 83 percent of the MHI for the entire United States
($34,076). Huntingdon County’s MHI was only 1 percent lower than the regional
average. In contrast, the County’s per capita income was significantly lower than the
regional number. In 1998, the County’s per capita income ($17,491) was nearly 14
percent lower than the per capita income for the Southern Alleghenies Region ($19,890)
and 57 percent lower than the per capita income for Pennsylvania ($27,469). The
presence of Juniata College and two (2) State Correctional Institutions may account for
the County’s comparatively lower income levels. Because large institutional populations
are not actively contributing to the economy, they can give the impression that a
community is not fairing well financially. Per capita income figures must be interpreted
with this understanding in mind.

Table2 -4

come Comparisons '

Bedford County $27,978 $18,657
Blair County $28,315 $22,216
Cambria County $28,055 $21,058
Fulton County $30,343 $19,830
Somerset County $27.556 $20,091
Huntingdon County $27,978 $17,491
Southern Alleghenies $28,370 $19,850
Pennsylvania $34,439 $27,469
United States $34,076 $27,203

Source: Pennsylvania Department of Labor and Industry
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As shown in Table 2-5, the County’s unemployment rate has significantly exceeded
that of the State and nation even as the economy experienced one of its greatest job
generating periods ever. On an annualized basis, the 7.3% unemployment rate of 2000
far exceeded Pennsylvania’s 4.2% unemployment rate and the nation’s 4.0%
unemployment rate. As of January 2002, Huntingdon County’s unemployment rate had
exceeded the State unemployment rate by more than 50 percent.

Job creation and employment growth during the 1990s was not evenly distributed
across all regions of the State or nation. Job growth in the economy came in industries
that were located in more urbanized areas of the country. In many communities with
persistently high unemployment, strategies to stimulate economic development are
undertaken through partnerships between the public and private sectors. Local economic
activity and resources first must be analyzed before they can be restructured, sustained, or
expanded as necessary to achieve the desired development.

Table2 -5

- | January 2002 i4.2 6.1 56
December 2001 10.4 58 5.8
2000 (Annualized) 7.3 42 4.0
1999 (Annualized) 85 42 42
1996 {(Annualized) 102 44 54
1990 (Annualized) 103 53 5.6

Source: United States Bureau of Labor Statistics

Economic Development Task Force Strategic Plan

The Huntingdon County Commissioners established the Economic Development
Task Force on April 11, 2000 by adopting Resolution *11. As outlined in the resolution,
the primary mission of the Task Force is “...to share information and encourage
economic development in Huntingdon County.” To fulfill that mission, the Task Force
developed a strategic plan to bring focus and direction to the County’s economic
development efforts. Adopted in September 2000, the Strategic Plan included a vision
statement and action plan with measurable objectives:
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Vision

It is the vision of the Huntingdon County Economic Development Task Force to
improve the economic health and the quality of life of Huntingdon County residents by
fostering and enhancing community education and innovation, agency communication
and coordination, and promotion of a positive image of the County.

Action Plan

1. The Task Force will work proactively, through regular communication and
coordination, with local organizations to meet community needs and to minimize
duplication of services.

2. The Task Force will work to create and support an ongoing community leadership
development program to build leadership capacity in the County.

3. The Task Force seeks the development of a comprehensive economic analysis of the
County and an evaluation of economic development incentives. -

4. The Task Force will work to identify a target market for business/industrial
recruitment focusing on small- and medium-sized companies.

5. The Task Force seeks the development and implementation of a comprehensive
marketing plan for the County to communicate positive images of the County using
all possible methods (including print media, web sites and events such as Huntingdon
County Expo 2000).

6. The Task Force encourages implementation of identified highway and transit
priorities and technology mnttiatives such as fiber optics, web sites and e-commerce to
facilitate the movement of people, goods and services.

7. The Task Force encourages employers to offer continuing education and job training
to new and existing employees.

Since the adoption of the Strategic Plan, the Task Force has organized committees to
carry out the Action Plan and has completed many of its objectives. Members of the
Task Force have been actively involved in the development of the Comprehensive
Economic Analysis.

Planning Implications -

The various studies profiling Huntingdon County’s economy provide a snapshot of
the changes that have transpired in the national and state arena over the past 15 years.
Where heavy industry once dominated American business and meant significant
employment opportunities for the local workforce, the service sector is now the key to
sustainable economic growth. The studies note this need and suggest different
approaches to take advantage of local competitive strengths. There are indications in the
studies that the County has attempted to respond to the changing business climate by
targeting specific sectors with business retention and attraction strategies.
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» Some industry targets identified as growth opportunities for Huntimgdon County
have undergone fairly significant restructuring since the 1990s.

For instance, the Huntingdon County Economic Profile (1994) and Preparation for a
New Millennium (1996) identify the Lumber and Wood Products (SIC 24) industry as an
emerging cluster with a strong regional presence. It is true that the lumber industry is a
basic (i.e. export-oriented) industry in Pennsylvania. According to a report by the
Pennsylvania Department of Labor & Industry, Pennsylvania ranks sixth (6™) in the
nation for employment. However, growth of this industry in Huntingdon County has
been stymied by overall contraction in the manufacturing sector. Although the industry
exhibited job growth in the mid-1990s, sectors that contribute to the lumber industry’s
“supply chain™ exhibited stagnant or negative job growth throughout the same period.
Both the Furniture & Fixtures (SIC 25) industry and the Paper & Allied Products (SIC
26) industry have undergone consolidation and restructuring in recent years. The shift-
share analysis conducted for the Comprehensive Economic Analysis showed that neither
sector exhibits signs of local competitive advantage. Furthermore, the domestic lumber
industry is experiencing increased competition from foreign markets — competition that is
making it increasingly difficult to move into value-added production (e.g. furniture).
Pennsylvania’s lumber industry is dominated by primary manufacturers, such as logging
firms, sawmills, and chipping plants. While domestic manufacturers have had some
success developing niche markets (e.g. cabinet production, wood pellets), the Amencan
furniture industry has been hard hit by foreign competition. Many domestic
manufacturers maintain distribution facilities within the U.S., but have exported primary
production to Asian countries that offer lower labor costs and favorable exchange rates.

e Today, the lumber industry is not considered a growth opportunity for Huntingdon
County. However, the tourism sector and the business services sector remain strong
targets — provided the County takes proactive measures to support their
development.

In 1996, Richard C. Sutter & Associates, Inc. recommended that the County pursue
targeted marketing for these sectors for the following reasons: (1) The County has several
regional attractions that draw over two million visitors annually to Huntingdon County.
This visitor base can support a more robust tourism infrastructure; and (2) Back office
business functions should be able to take advantage of the relatively low costs of doing
business in the County. The lack of telecommunications infrastructure remains the
primary obstacle to the diversification of the County’s Business Services (SIC 73) sector.
This is particularly true for the type of back-office operations Sutter proposed because
they require a higher level of productivity and system redundancy than the average
business. Diversification of the County’s tourism sector relies upon two primary factors:
(1) Developing a year-round tourism season to create more full-time job opportunities
within the service sector; and (2) Supporting niche marketing concepts that capitalize
upon the County’s diverse mix of historical, cultural, and recreational attractions.

» While some industry targets have changed, certain workforce issues have persisted
to the present day. The persistence of these issues suggests a need for targeted
workforce development programrming,.
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For instance, employer surveys conducted in 1996 noted a lack of *“work ethic” and a
general resistance to skill upgrading, particularly among the County’s mature population.
An employer survey conducted for the current study found that many workers lack the
willingness to “think analytically” and work effectively as teams. The identified the need

for training in customer service, team-building, leadership development, and computer
literacy as top concerns. :
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Section 3

Analysis of Industrial Structure & Performance

An Economic Development Plan should provide leaders of business and industry with the
necessary tools to formulate policy and to make sound investment decisions. To achieve these
objectives, one must evaluate Huntingdon County’s economy in light of regional and national
trends. In so doing, the County can develop a strategy that capitalizes upon the community’s
existing assets and builds competitive advantage in an increasingly global marketplace.

National Economic Qutloolk

The national recession that began in March 2001 brought to an end ten years of economic
expansion — the longest period of economic growth in U.S. history. Economists refer to this
recession as a “‘business recession” because cutbacks in the business sector — rather than a
bottoming-out of the stock market - drove the decline. Although the events of September 11 and
various corporate accounting scandals contributed to a climate of economic uncertainty, signs of
a pending recession were evident in the nation’s manufacturing sector a year and a half earlier.
Because recession typically begins in the higher stages of production, economists closely
monitor business activity in the manufacturing sector.

The Institute for Supply Management (ISM) (formerly the National Association of
Purchasing Managers) produces an index that is widely recognized by economists and
forecasters as a strong indicator of economic activity and a good proxy for overall economic
health. This composite index is derived from a national survey of 250 companies in 21 industry
sectors, across all fifty states. ' Six (6) variables are evaluated to develop the index — production,
orders, commodity prices, inventories, vendor performance, and employment. A score of 50
indicates that the economy is unchanged, while a score above 50 indicates that the economy is
expanding. A retrospective look at the index shows that manufacturing activity began to slip in
the summer of 2000. By August of that year, the index had slipped below 50, an indicator of a
declining economy. Over the ensuing months, the index continued its steady decline, reaching
levels in January 2001 (41.7) that mirrored the 1991 recession.

Although the index slightly rebounded in early 2002, the manufacturing sector has thus far
not gained significant momentum. The West Coast dock strike has drastically increased
transportation costs as manufacturers have been forced to utilize airfreight services to satisfy
foreign trade obligations. According to the NAPM’s recent Report of Business, the threat of
terrorist attacks and potential military action in the Middle East have contributed to stagnation in
the nation’s manufacturing sector', where capital investments and employment growth are
particularly soft.

U nstitute for Supply Management. “October Manufacturing ISM Report on Business.” Released 11/01/02. Web
Site: http://www.ism.sw/ISMReport/ROB112002.cfm.
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This outlook is consistent with the Federal Reserve Board’s take on the national economy.
‘While the recent recession has been relatively mild, the manufacturing sector was particularly
hard-hit. Declining demand forced many manufacturers to slow production in order to reduce
excess capacity. In an effort to cut costs and rebuild profits, many firms also reduced the size of
their workforce and reduced their capital spending, unwilling to initiate new lines of business
until signs of economic recovery are more evident. Sectors that have experienced particularly
flat demand include computer hardware, electronics, and electrical machinery — industries that
are expertencing increased foreign competition. As the economy continues its tentative
recovery, manufacturing employment is expected to lag behind output, as firms utilize
outsourcing or temporary workers to meet increased demand.

Because the service sector is less susceptible to cyclical fluctuations in the economy, it has
been insulated somewhat from the recent recession. While some sectors have reported
employment losses, many others have experienced employment growth. According to the
Institute for Supply Management’s (ISM) Report on Business (November 2002), the following
industries have reported the highest rates of business activity growth: entertainment, finance &
banking, utilities, business services, and health services. Industries that showed a contraction of
business activity include agriculture, wholesale trade, communication, insurance, and
construction. Overall, employment growth in the non-manufacturing sector has been sluggish,
but strong consumer spending is expected to avert significant decline. It remains to be seen how
the recession will impact other segments of the economy. Some analysts argue that the
manufacturing sector represents only the first wave of the downturn, to be followed by retraction
in other segments of the economy. Fiscal stimulus from the federal government should spark
business investment and an increase in consumer confidence.

1t is expected that the national unemployment rate will continue to hover around 6 percent,
as this indicator tends to lack behind economic output during a recovery period. An anticipated
decline in government spending may squeeze state and local governments, forcing them to lower
costs and raise taxes in order to meet balanced budget requirements. The national recession has
forced many states to dip into their rainy-day fund and tobacco settlement monies to achieve
balanced budgets.” The Commonwealth of Pennsylvania has followed suit, tapping into its rainy
day fund to balance its 2002 budget. '

Pennsylvania Economic Qutlook

Pennsylvania has mirrored the economic highs and lows of the national recession. An
annual report issued by the Pennsylvania Economic Development Association (PEDA) entitled
“Road to 2003: An Update on Pennsylvania” identifies some of the challenges Pennsylvania
faces in the coming months. The report shows Pennsylvania trailing the nation in both
employment and population growth. From 1990-2000, the State population grew by only 3.2
percent, while nationally, population increased by 12.8 percent. Similarly, Pennsylvania
employment grew 10.3 over the decade, while nationally employment grew by 20.6 percent.
These modest growth rates are not necessarily cause for concern, as long as unemployment rates

% “The Budget & Economoic Outlook: An Update.” August 2002. Congressional Budget Office (CB(O). This
volume is one in a series of reports issued by the CBO on the state of the economy each year.
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. remain low. However, analysts have expressed concern for communities that exhibit a strong
dependence upon the manufacturing sector, which lost employment as Pennsylvania entered the
recession.

Huntingdon County Economic Outlook

At the onset of the recession, Penmsylvania’s unemployment rate was 5.9 percent, compared
to a national unemployment rate of 6.1 percent. In contrast, Huntingdon County’s
unemployment rate was 11.2 percent. Historically, Huntingdon County has reported
unemployment rates that have exceeded statewide averages. The County has been particularly
affected by this recession because of its close ties to manufacturing. Close to 20 percent of the
County’s workforce is employed in the manufacturing sector, which has been experiencing a
gradual decline over the last decade. Signs of the pending recession were evident in early 2001
when one of the County’s largest employers, FCI (formerly Berg Electronics) announced it
would be closing its York County facility. Shortly thereafter, its Clearfield County facility was
closed and layoffs were announced at the Mount Union plant. The company, which
manufactures electrical connections for the telecommunications and computer industries, has
been shifting production out of the United States in an effort to rebuild profits. These NAFTA-
related job losses point to the impact that trade deficits have had upon the manufacturing sector.
According to the Economic Policy Institute, a non-profit non-partisan think tank based in
Washington, D.C., Pennsylvania has lost over 27,000 manufacturing jobs in the seven years
- since the North American Free Trade Agreement (NAFTA) was enacted. In addition to Apparel
- and other Textile Products (SIC 23), job losses were also strongly felt in the electronics industry

(SIC 36).?

While reduced demand and trade adjustment have had their affect on Huntingdon County’s
economy, other factors have exacerbated the County’s recession: (1) A strong dependence upon
manufacturing, which is more susceptible to cyclical fluctuations in employment; (2) Limited
economic diversification within the manufacturing sector; (3} Weak population growth and job
growth; and (4) Limited investment in new technologies. Because employment represents the
dependence of a community upon various industries, economists utilize employment as a
measure of economic diversification. In Huntingdon County’s manufacturing sector, several
companies employ more than 2 percent of the County’s workforce — a sign of limited
diversification in this sector. From 1990-2000, Pennsylvania’s population grew by 3.4 percent.
Huntingdon County’s population growth trailed behind the state at 3.2 percent. When
considered within the context of the Labor Force Analysis, this data suggests that efforts are
needed to strengthen the County’s labor market and to diversify its economic base. To position
its core businesses for economic recovery, the County should support efforts to invest in new
technologies. Research shows that companies which invest in technology experience increased
efficiency and productivity. To protect the County from cyclical fluctuations in the economy,
policy leaders should promote efforts to strengthen the County’s service sector.

? “NAFTA at Seven: Its impact on workers in all three nations.” Economic Policy Institute briefing paper.- April -~ -

2001.
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Economic Base Analysis

Huntingdon County’s economy is a dynamic system with an ever-changing cast of
characters. Business location decisions, consumer spending patterns, demographics, government
policy, and trends in industrial production all give shape to the current economic climate. To
position the County for future growth opportunities, Huntingdon County must be considered
within the context of this dynamic system. Qualitative and quantitative analysis is used to
identify “high potential” industries - industries that exhibit positive growth, offer competitive
wages, and provide opportunities for family-sustaining employment. Through this analysis we
will attempt to answer the following questions: '

¢ What industries exhibit local specialization and have a positive growth outlook?
¢ Which of the County’s growth industries offer competitive wage rates?

¢ What is the composition of the County’s tabor force (i.e., educational attainment,
commuting behavior, age profiles, household income) and how will that composition
impact the County’s workforce development strategy?

o What industry sectors should the County focus upon to promote more efficient economic
development policies and programs?

Economic Base Analysis is a time-tested methodology for conducting regional economic
analysis. It views employment as the primary indicator of economic growth and utilizes this data
to arrive at a big picture understanding of the local economy. The methodology assumes that
industrial activity can be classified within two economic sectors: (1) the basic or export-oriented
sector and the (2) nonbasic or local sector. Economic base theory assumes that these basic
industries export a high percentage of their goods and/or services outside the local community, to
domestic and/or international markets. Because basic industries inject revenue into the local
economy, they increase consumer spending power, forcing an upward expansion in the nonbasic
(1.e. local) sector. Expansion or contraction within a County’s basic sector is often dictated by
factors that cannot be locally controlled, such as the value of the US dollar in foreign markets,
changes in consumer spending patterns, and unemployment rates. Nonetheless, the overall
health of the County’s basic sector has a strong influence on the non-basic market, which is the
foundation of a community’s local economy.

Regions that exhibit a diverse mix of ‘basic’ and ‘nonbasic’ industries tend to be more
resilient during economic recessions than highly specialized economies. Many rural
communities lack the economic diversification of their metropolitan counterparts. Due to their
physical isolation and traditional reliance upon resource-based industries, many rural areas are
susceptible to “boom and bust” business cycles where a change in corporate strategy can lead to
widespread layoffs. When dislocated workers cannot be absorbed into the local labor market, the
results can be devastating. Richard Klosterman (1990} utilizes a hypothetical community to
demonstrate the problems associated with “one industry” towns. In the following example, a
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steel mill is the largest employer within an isolated rural community. The majority of the
company’s output is produced for export markets:

The mulls’ income and employment are dependent almost exclusively on nonlocal factors
such as the national and international demand for the steel products the mill produces. If the
external demand for the mill’s products decreases, the resulting decline in regional income and
employment reduces the demand for local goods and services, negatively affecting the entire
local economy. If the mill is closed, the economic viability of the entire community may be
threatened* (p. 117)

This example highlights the “boom and bust” cycle that can result when a community
depends upon one industry sector for its long-term survival. Rural communities are particularly
susceptible to this type of economic dislocation when their labor force lacks the technical and
interpersonal skills sought by today’s employers. A low-skill labor market may attract
businesses seeking to reduce their labor costs, but it also places downward pressure on wages
and earnings potential. To promote sustainable economic development, communities must
diversify their economic base through targeted business retention and attraction strategies and an
emphasis upon workforce development.

To determine if Huntingdon County’s economy exhibits a healthy industrial mix, location
quotient is utilized to determine which industries have a strong presence in the County economy.
These industries are further analyzed to determine if their growth rates, wage structure, and
occupational composition position the County for future economic growth. According to
Economic Base Theory, basic (i.e. export-oriented) industries are the underlying determinants of
. local economic growth and should therefore be the focal point of any economic development
strategy. A multi-layered screening process was utilized to identify Huntingdon County s high
potential industries:

1. Location Quotient Analysis: This technique utilizes employment data to compare industry
employment at various scales of geography. Industries that exhibit high shares of
employment, particularly when compared to the State or Nation, are thought to exhibit local
specialization. Location Quotients (LQs) are also referred to as “specialization ratios.”

2. Shift Share Analysis. Shifi-share analysis helps to isolate the underlying causes of local
economic growth. By comparing industry employment at the local and national levels, shifi-
share determines how industry performance is affected by national trends, industry mix, and
local competitive advantage.

3. Differential Shift. In layman’s terms, the differential shift represents the absolute difference
between local growth rates and national growth rates. Industries that exhibit local
employment growth that outpaces national employment growth deliver a positive differential
shift. These industries are classified as high-growth industries.

4 Klosterman, Richard. 1990, Community Analysis and Planning Techniques. Savage, Maryland: Rowman &
Littlefiled Publishers, Inc.
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4. Occupational Composition & Wage Rates. Federal and State data sources were utilized to
examine the occupational composition and wage rates for the County’s basic and non-basic
industries. By examining wage rate differentials, an analyst can determine if a County’s
growth industries are offering competitive wages, or if efforts are needed to bolster wages
within certain sectors of the economy.

Location Quotient Analysis

By comparing local industry employment to employment within a larger ‘reference region,’
location quotient analysis helps identify industries that exhibit a strong local concentration.
These basic industries are thought to bolster the economy because the markets for their goods
and services extend beyond the local area. Nonbasic industries are no less important to this
equation. Because nonbasic sectors primarily serve Jocal markets, they present opportunities to
re-circulate money within the local economy through import substitution and targeted business
development. Location quotient analysis should not be viewed as an end unto itself. Rather, it
provides an indication of competitive industry advantages that warrant more in-depth analysis.

A location quotient analysis was conducted for Huntingdon County to determine which
industries exhibited a comparative advantage to the State of Pennsylvania. Unemployment
Compensation Statistics (otherwise referred to as ES-202 data) published by the Pennsylvania
Department of Labor & Industry (L&I) provided the employment data utilized for the analysis.
The Department compiles this employment data from quarterly reports, which are submitted by
employers subject to the State’s Unemployment Compensation Law. This law affects most
employers, with the exception of self-employed persons and federal government employees
While confidentiality thresholds preclude the identification of individual companies,
Unemployment Compensation Statistics are the most complete record of employment data
available in the Commonwealth. They report establishment, wage, and employment data
represented in aggregate form using the Standard Industrial Classification (SIC) system
(Appendix A). This federally sponsored system, which classifies business establishments by
their primary activity, recognizes ten (10} industry sectors: '

Agriculture, Forestry, and Fishing (SIC 01-09)
Mining (SIC 10-14)

Construction (SIC 15-17)

Manufacturing (SIC 20-30)

Transportation & Public Utilities (SIC 40)
Wholesale Trade (SIC 50-51)

Retail Trade (SIC 52-59)

Finance, Insurance, and Real Estate (SIC 60-67)
Services (SIC 70-80)

Government
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Methodology. To identify industries within Huntingdon County that enjoy a comparative
advantage over other counties in the region, location quotient analysis was also performed for the
Southern Alleghenies Region, which is comprised of Bedford, Blair, Cambria, Fulton,
Huntingdon, and Somerset Counties. Unemployment Compensation Statistics (ES-202) were
obtained for the most recent calendar year (2000) and location quotients were calculated, using
the State of Pennsylvania as a reference region®. As Figure 3 - 1 indicates, Industry Group (3-
digit SIC) data delivers more precise calculations when conducting location quotient analysis.
However, because the Pennsylvania Department of Labor & Industry (L&) is prohibited from
disclosing data that might be identified with an individual employer, data disclosure
requirements inhibit industry analysis at the 3- and 4-digit SIC levels.

Figure3-1

Standard Industrial Classification (SIC). System.
Example of Industry Hierarchy

Manufacturing

(SIC 20-39)
Major Group Industry Group Product Line
Lumber and Wood Sawmills and Hardwood Dimension and
Products — Planing Mills - ' Fiooring Mills
(SIC 24) (SIC 242) (SIC 24-26)

1t is important to note that Unemployment Compensation Statistics are compiled from tax
reports filed by businesses employing one or more persons. Federal government workers and the
self-employed are excluded from this database. Because self-ecmployed persons are not required
to carry unemployment compensation insurance, a significant percentage of privately operated
businesses may not be represented within ES-202 data. This becomes particularly important
when examining industry sectors that are known for having high concentrations of self-employed
persons. For instance, a majority of Pennsylvania farms are family-owned operations. Because
they are self-employed, surviving with support from the immediate and extended family, many
agricultural workers are not represented by ES-202 data. This trend is not uncommon in rural
areas, which tend to have a higher concentration of small businesses. According to the 2000
Census, 8.5 percent of Huntingdon County’s workforce is self-employed as compared to 6.0
percent of the workforce Statewide. Huntingdon County’s comparatively higher percentage of
self-employed may account for some of the data discrepancies inherent in ES-202 data.

* The study acknowledges that the U.S. Census Bureau has been reporting industry data using the North American
Industrial Classification System: {NAICS) since 1999. The NAICS system recognizes twenty (20) broad industry
sectors to the ten (10) sectors recognized by the Standard Industrial Classification (SIC) system. Although NAICS
allows for more precise analysis, the SIC system was selected over the NAICS data because it afforded the
opportunity to conduct time-series analysis.
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Nonetheless, it remains the most consistent and reliable data source for conducting industry
analysis at a County, regional, and national level.

Assumptions. All mathematical models are representations of dynamic systems and
therefore operate under a set of assumptions. To provide a “snapshot” of the County’s economy,
location quotient analysis makes the following assumptions about the study area (i.e. Huntingdon
County) and its reference region (i.e., Pennsylvania): (1) Both regions exhibit comparable levels
of labor productivity; (2) In both regions, consumption per employee is equal; and (3) No net
national exports. Location quotient analysis also assumes that an increase in export demand will
result in more export activity, rather than higher-priced commodities. Despite these
assumptions, location quotient analysis remains a reliable measure of relative employment share
and a strong indicator of industry concentration within a community.

The following formula was used to calculate the location quotient for the ten (10) SIC
sectors and their Major Groups:

Location Ouotient (LO) = €let
' Ou ¢ Q) E/E:

The variables are defined as follows:

¢' = employment by industry in Huntingdon County

¢' = total employment in Huntingdon County

E’' = employment by industry in Pennsylvania
E’ = total employment in Pennsylvania

Industries with location quotients greater than one (LQ > 1.00) are assumed to exceed the
reference region’s share of industry employment, a sign of local specialization and export-
orientation. Because export industries drive local spending patterns, they are considered “basic’
industries and should be emphasized within a county economic development strategy..

Industries exhibiting a location quotient less than one (LQ<1.00) are classified as ‘non-
basic,” because the reference region employs a larger share of the industry’s workforce. A weak
specialization ratio (LQ < 1.00) suggests that products and/or services must be imported from
outside the County to meet local demand. While in some instances, local constraints (i.e.,
workforce capacity, infrastructure, local taxes) inhibit the expansion of nonbasic sectors, some of
these industries represent an opportunity to strengthen and diversify the County’s economic base.

Industries that exhibit a location quotient equal to one (LQ=1.0) employ an equivalent
portion of the workforce in both the reference region and the study area. It is assumed that local
production satisfies local demand (i.e. the industry is self-sufficient) and that all employment is
non-basic. For purposes of this analysis, industries exhibiting location quotients ranging from
.85 to 1.12 were considered equivalent to 1.00. Location quotients within this range do not
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capture a significant share of the reference region’s employment and are not considered growth
opportunities.

N Table3- 1

AGRICULTURE, FORESTRY, AND FISHING 1.5338 6493

01 Agriculture Production-Crops ND* 0.2480

02 Agriculture Production-Livestock 10.9913 1.7403

07 Agricultural Services 0.8081 0.6114

08 Forestry [1.8152%* No Listing

09 Fishing, Hunting, and Trapping No Listing No Listing

MINING No Listing 1.8313
110 Metal Mining No Listing Mo Listing

12 Coal Mining No Listing 23759

13 Qil and Gas Extraction No Listing No Listing

14 Nonmetallic Minerals, Except Fuels 8.2575%* No Listing

CONSTRUCTION |.0876 0.9899

) General Building Contractors* 1.2181 1.0989

16 Heavy Construction, Except Building 1.2 and higher* 0.5195

17 Special Trade Contractors 1.1284 0.3135

20 Food and Kindred Products c-08 0.7173

MANUFACTURING 1.2059 1.1002

21 Tobacco Products No Listing No Listing

22 Textile Mill Products 0939+ 0.189%

23 Apparel and Other Textile Products* 1.2474 2.7865

24 Lumber and Wood Products* 2.0309 1.6571

25 Furniture and Fixtures 0-08* 0.5216

26 Paper and Allied Products 4.0365%% 1.6211

27 Printing and Publishing .0.6043 0.5864

28 Chemical and Allied Products No Listing No Listing

29 Petroleum and Coal Products ND# 0.3736

30 Rubber and Misc. Plastics Products 1.2 and higher* 0.3475

31 Leather and Leather Products No Listing No Listing

32 Stone, Clay, and Glass Products 1.2 and higher* 0.8750

33 Primary Metal Industries No Listing 0.7828

34 Fabricated Metal Products 2561 1% 0.8320

35 Industrial Machinery and Equipment 0-08* 1.6885
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36 | Electronic and Other Electric Equipment 23917+ 0.5283
37 Transportation Equipment No Listing 0.8133

38 Instruments and Related Products No Listing No Listing
39 Misc. Manufacturing Industries No Listing 105144
TRANSPORTATION AND PUBLIC UTILITIES 0.4829 1.0373

40 Railroad Transportation No Listing No Listing
41 l.ocal and Interurban Passenger Transit 0.6737 1.6555

42 Trucking and Warehousing 0.5138 | 4887

44 Woater Transportation 9.2635%* No Listing
45 Transportation By Air No Listing 0.3068

46 Pipelines, Except Natural Gas No Listing Neo Listing
47 Transportation Services 5833+ No Listing
48 Communication 0.2536 0.7443

49 Electric, Gas, and Sanitary Services 0.9132 L1777
WHOLESALE TRADE 05188 0.8479

50 Durable Goods 06119 0.7785

51 " |Nondurable Goods 03670 0.9613
RETAIL TRADE 0.9483 1.1308

52 Building Materials and Garden Supplies* 1.5456 1.4177
53 General Merchandise Stores 0-0.8* 1.0693

54 Food Stores ' 1.4838 1.1355
55 Autormotive Dealers and Service Stations™ 1.2320 1.4125
56 Apparel and Accessory Stores 0—0.8*% 0.6334

57 Furniture and Homefurnishings Stores 0.3176 0.8128

58 Eating and Drinking Places 1.0173 [.1509

59 Misc. Retail 0.7407 0.9036
FINANCE, INSURANCE, AND REAL ESTATE 0.6813 0.6563
60 Depository Institutions* 1.2521 0.9819

61 Nondepository Institutions 0-08*% 0.1109

62 Security and Commodity Brokers 0-0.8* 0.2449

63 Insurance Carriers 0.8 -1.2% 0.1282
64 Insurance Agents, Brokers, and Services 05133 0.6502

65 Real Estate 0.2839 0.3628
67 Holding and Other investment Offices No Listing No Listing
SERVICES 0.7388 0.8158

70 Hotels and Other Lodging Places* 0.8 - 1.2% 1.6072
72 Personal Services 0.5817 0.8641

73 Business Services 0.1895 0.4279

75 Auto Repair, Services, and Parking 0.4353 09011

76 Misc. Repair Services® [.5606 0.9152
78 Motion Pictures 0.9024 0.5338

Defta Development Group, Inc.

34




Huntingdon County Comprehensive Economic Analysis

Final Report

79 Amusement and Recreation Services

0.4239

0.7001
80 Health Services 0.9749 §.0009
8l Legal Services 04197 0.3955
82 Educational Services* 1.3135 0.5381
83 Social Services 0.8728 1.0079
84 Museums, Botanical, Zoological Gardens 2.0409%* 0.2785
86 Membership Organizations* 1.3355 1.1723
87 Engineering and Management Services 0.1632 0.7056
88 Private Households 0-08*% 0.3301
89 Misc. Services 8.2855%* No Listing
GOVERNMENT 2,1491 1.3799
Local Government 1.3592 1.2487
State Government* 4.8376 1.8265
Federal Government {Excluded from Total) 05174 0.8022
“ND” indicates data thai could not be disclosed due to data suppression concerns.
*  Indicates calculations generated by Carnegie Mellon’s Center for Economic Development using year 2000 ES-202 data. Some
data is provided in ranges so as not to violate nondisclosure rules. .
*%  Indicates calculations generated from employment data extracted from the Huntingdon County Business & Employer Directory
(2000}, an annual document published by HCBIL

Source: Unemployment Compensation Statistics, PA Department of Labor & Industry (2000)

Dividing an economy into ‘basic’ and ‘non-basic’ sectors is certainly an oversimplification
of a complex and dynamic system. Nevertheless, the theory helps us to understand the
fundamental relationship between a local community and its larger economic region. A
successful economic development strategy must be aware of this reality and support a healthy
balance between local and non-local sectors. Highly specialized economies are less resilient

during pertods of retracted economic activity.

Interpretation of Results. The above table (Table 3 - 1) compares the results for
Huntingdon County and the Southern Alleghenies Region. In accordance with economic base
theory, a strong specialization ratio (LQ>1.12) recognizes industries that are driven by non-local
demand. Huntingdon County exhibits a fairly diverse export base, comprised of indusiries that
serve both consumer markets and producer markets. While some basic industries serve
consumer markets, others tend to focus upon intermediate markets — those businesses and
organizations that create products for the consumer. For instance, Lumber & Wood Products

(SIC 24) is an example of a sector that primarily serves intermediate markets. Products are not
typically sold direct to the consumer. Rather, businesses within this sector sell unfinished
products to furniture manufacturers, wholesalers, and retailers who then sell a finished product
on the storeroom floor. As Table 3 - 2 indicates, Huntingdon County’s basic industries are well
balanced between sectors that serve consumer and producer markets.
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SIC02 | Agriculture SIC08 | Forestry
SIC 15 General Building Contractors SIC 14 Nonmetallic Minerals, Except Fuels
SIC 52 Building Materials & Garden Supplies SIC 16 Heavy Construction, Except Building
SIC 54 Food Stores SiC17 Special Trade Contractors
SIC 55 Autc'amotive Dealers & Service SIC 23 Apparel & Other Textile Products
Stations
SIC 60 Depository Institutions SIC 24 Lumber & Woed Preducts
SIC 63 Insurance Carriers SIC 26 Paper & Allied Products
SIC 76 Misc. Repair Services SIC 30 Rubber & Misc. Plastics Products
SIC 84 2::::25' botanical, Zoological SIC 32 Stone, Clay, & Glass Products
SIC 86 Membership Organizations SIC 34 Fabricated Metal Products
SIC 89 Misc. Services SIC 36 Electronic & Qther Electric Equipment
SIC 44 Water Transportation
SIC70 Hotels & Other Lodging Places
SIC 82 Educational Services

Distinguishing between local and regional markets is important for this reason: Location
quotient analysis recognizes employment data as the primary determinant of economic well
being. While employment data is recognized as a fairly good indicator of economic activity, it
can overstate (or understate!) the strength of certain industries. For instance, Food Stores (SIC
54) exhibit a strong specialization in Huntingdon County (LQ = 1.4838). This high location
quotient suggests that the Food Store sector employs a greater share of people in Huntingdon
County than elsewhere in the Southern Alleghenies Region. Indeed, Giant Food Stores is
recognized among the County’s TOP 25 largest employers. However, this sector is comprised
primarily of retail businesses that sell perishable products such as meat, fruits & vegetables, and
dairy products. These types of food products are typically purchased by local consumers at arca
supermarkets, bakeries, and farmers markets. Iocation quotient analysis identifies the Food
Store (SIC 54) sector as a basic industry, yet a more thorough exploration of the sector reveals
that many of the markets for these goods and services are specific to Huntingdon County. In this
case, a strong specialization ratio may not reflect an export orientation, but a rapidly growing
market.

~ A similar comparison can be drawn for Huntingdon’s local government sector, which
exhibits a strong specialization ratio (1.Q = 1.3592). Despite the sector’s apparent orientation
toward the export market, it is generally assumed that local government employment reflects
local conditions — not export demand. In contrast, businesses that support the tourist industry
may not deliver strong specialization ratios, but nonetheless attract consumers from outside the
area. For instance, location quotient analysis revealed a less-than-definitive specialization ratio
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for SIC 70 - Hotels & Other Lodging Places (LLQ ranges from 0.8 - 1.2). The seasonal nature of
the County’s tourist industry may account for this basic-nonbasic contnuum. These examples
illustrate an important point: Interpreting location quotients with any degree of accuracy requires
an informed understanding of the local and regional economy.

The health services (SIC 80) sector is a primary example of a non-basic sector that is well-
positioned to foster future economic growth, despite its weak specialization ratio (LQ = .9749).
From 1990 — 2000, employment in Huntingdon County’s service sector grew by 30 percent,
superceding manufacturing as the County’s top employer. As the County’s largest service sector
employer, Health Services (SIC 80) was a primary engine of service sector growth. Throughout
the decade, this sector increased its representation in the local economy, both in real and
comparative terms®, As indicated in Figure 3 - 2, the sector presently accounts for 44 percent of
all service sector jobs in Huntingdon County. As shifi-share analysis will demonstrate, local
growth rates have far outpaced national growth rates for this industry. This local competitive
advantage can be attributed to the human capital in the region. Juniata College operates a
successful health professions program that has strong ties to the community. Both the College
and JC Blair Memorial Hospital are among the County’s top employers. '

The health service industry is recognized as one of the State’s leading growth industries.
According to “Pennsylvania Workforce 2005,” a publication of the Pennsylvania Department of
Labor & Industry, hospitals will continue to employ the largest number of people, while nursing
and personal care facilities will add the most jobs to the industry (1998). For health services to

“continue its positive growth trend, however, it will need to address the growing shortage of

"“healthcare practitioners. In 2000, the Hospital & Healthsystem Association of Pennsylvania

“(HAP) surveyed its membership of licensed hospitals to assess the demand for nurses in

" Pennsylvania’s health system. 188 hospitals were surveyed, of which 54 percent responded. As
a follow-up to HAP’s 1994 nursing survey, the 2000 study collected vacancy rates for various
nursing positions at member facilities. With the exception of clinical nurse specialists and nurse
managers, all other nursing positions registered vacancy rates that exceeded 1994 levels. While
Pennsylvania’s experience is not unique, the HAP study suggests that a prolonged nursing
shortage will affect health systems throughout the country. Many of the nation’s nurses are
nearing retirement, yet fewer students are graduating from nursing education programs and
school admissions are on the decline. The HAP study suggests that Pennsylvania’s nursing
shortage could negatively impact the future quality of health care and opportunities for indusiry
diversification if the workforce shortage is not addressed in a proactive manner.

® From 1990 to 2000, the service sector gained 3,078 new jobs. Of that number, jobs in the Iealth Services (SIC 80)
sector represented 22 percent of the total. Over the same period, the specialization ratio for the Health Services (SIC
80) sector also increased, an indication of increased employment share, In 1990, the sector’s location quotient was
.7236. By the year 2000, the location quotient had increased to .9749, an indication that this industry may be
approaching self-sufficiency.
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Figure 3-2

Huntingdon County's Service Sector
(1990)

Heakh Services
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Source: Unemployment Compensation Statistics, PA Department of Labor & |
tndustry (1990) '

Figure 3 -3

Huntingdon County's Service Sector
(2000)

Health Services
44%

Educational
Services
Business Services 15%
5%
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Lodging Places 11%

Other
19%

Source: Unemployment Compensation Statistics, PA Department of Labor &
Indnetee (700M

Although the County’s health sector has witnessed unprecedented growth, other service
industries have not followed suit. In fact, many service industries lost competitive position over
the decade despite modest employment gains. As the shifi-share analysis will demonstrate,
many of the County’s service industries have grown at a much slower pace than their national
counterparts, which suggests that local factors have contributed to their weak competitive
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position. The Business Services (SIC 73) sector is a particular stand-out because it is the only
service industry that lost employment over the decade, dropping from 12 percent of sector
employment to 5 percent of sector employment (see Figures 2.2 and 2.3). Although Business
Services (SIC 73) has never been the service sector’s largest employer (this position has been
held by health services since at least 1990), its negative growth rate stands in stark contrast to its
expansion regionally and statewide. With the exception of Somerset, all other counties in the
Southern Alleghenies Region have witnessed positive employment gains over the last decade.
Statewide, business services increased employment by 29 percent! Based upon past growth
trends, the Pennsylvama Department of Labor & Industry predicts that by 2005, four out of five
Pennsylvanians will work in service producing industries and the highest growth occupations
will be found in three sectors - health, business and social services’. The comparative weakness
of the County’s service sector is a reflection of its small labor market share. Strategies that
facilitate e-commerce capabilities and vertical integration can help to diversify the service sector
and expand its market beyond the immediate community.

The U.S. Bureau of Labor Statistics (BLS) has released employment projections for the
nation’s fastest-growing economic sectors (Table 3 - 3). By far, the highest rates of growth are
expected in health and business. From an employment standpoint, Huntingdon County’s health
sector may not demonstrate local specialization. However, it comprises a much higher share of
the service sector than is exhibited Statewide or nationally. In addition, employment gains over
the last decade have far outpaced national growth rates, an indication that this local industry
exhibits competitive advantage and potential for future expansion.

The weak competitive position of the County’s business service sector may reflect changes
taking place in manufacturing. To remain globally competitive, today’s manufacturers are
adopting technologies that automate production, manage inventory, and improve quality control. -
Because many rural communities lack sufficient IT infrastructure, manufacturers may be hitting
a “glass ceiling” that limits their ability to implement new technology. Similarly, future
expansion within the business service sector may be constrained by the lack of adequate
broadband capacity. :

’ Pennsylvania Department of Labor and Industry. Winter 1997-1998. “Pennsylvania Workforce 2005.” Bureau of
Research & Statistics, p. 26. '
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Business Services (SIC 73)
SIC 735 Misc. Equipment Rental & Leasing - 3.6%
SIC 737 Computer & Data Processing Services 6.4%
SIC 738 Miscellaneous Business Services 3.7%
SIC 736 Personnel Supply Services : 4,1%
SIC 762 Cable and Pay Television Services 4.2%
Health Services (SIC 80)
SIC 805 Residential Care 5.0%
SIC 809 Health Services, nec. 4.6%
Engineering & Mgt. Services (SIC 87)
SIC 874 Management & Public Relations l 3.6%
Trans. & Public Utilities (SIC 40)
SIC 422 Warehousing & Storage 3.8%
SIC 494-495 | Water & Sanitation 3.8%

Source: U.5. Bureau of Labor Statistics (2002)

Some analysts argue that manufacturing and the service sector are inextricably linked. In
the new economy, the definition of “manufacturing” must be expanded to include those value-
added services that support innovation within the industry. As a producer market, the service
sector plays a fundamental role in the manufacturing sector. Manufacturers rely upon a host of
services that indirectly affect their bottom line. For instance, manufacturers utilize logistics
companies to oversee quality control and delivery matters; some use a third-party provider to
meet their workforce needs. Today, more than ever before, companies are outsourcing in an
effort to increase productivity and focus upon core competencies. In this respect, many service
industries are integral components of the manufacturing sector. When compared to statewide
figures, the relative weakness of the County’s service sector is indicative of a sustained downturn
in the County’s manufacturing economy. Despite the 30 percent job growth that has
characterized the service sector at both the State and County levels, the lagging employment
numbers for the industry at-large are cause for concern. If the County is to enjoy sustained
economic growth, diversification of its service sector will be essential.
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Figure 3 - 4

' Composition of Huntingdon County's M_anufac_fui?ing Sector
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As shown in Figure 3 - 4, the Southern Alleghenies Region and the State of Pennsylvania
-+ exhibit manufacturing economies that are more highly diversified than Huntingdon County -
where over three-fourths of all production jobs are concentrated in four (4) industry groups:

e Paper & Allied Products (SIC 26}

+ Stone, Clay & Glass Products (SIC 32)

o Tabricated Metal Products (SIC 34)

» Electronic & Other Electric Equipment (SIC 36)

These basic industries are the foundation of Huntingdon County’s manufacturing sector,
which has weathered workforce layoffs and plant closures over the last decade. In rural
economies where agriculture is the dominant industry, a downturn in the manufacturing sector
often reflects process modernization (i.e., mechanization) that has increased productivity and
farm output, but reduced the need for hired labor. In Huntingdon County’s case, the causative
factor points to extractive-based industries. For instance, Huntingdon County’s landscape
contains an abundant supply of raw minerals (i.e., sand, stone, and lime) that have supported the
development of an extractive sector. A traditional stronghold in Huntingdon County, this sector
will continue to thrive as long as demand for output remains strong. However, as some markets
reach maturity, this cluster may have difficulty differentiating itself from its competitors,
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Table 3-4

Paper & Allied Products 330*

"SIC 26

SIC 32 Stone, Clay & Glass Products 650%

SIC 34 Fabricated Metal Products 527*

SIC 36 Electronic & Other Electric Equipment 443*

Ali Manufacturing Sectors 2,556 ;
* Indicates data obtained from the 2000 Huntingdon County Business & Employer
Directory (HCBI)

Source: Unemployment Compensation Statistics published by the PA Department of
Labor & Industry (2000)

Some economists view the contracted activity within the manufacturing sector as a sign of
industry recession. This may be true for certain manufacturing sectors, particularly those that
face increased competition from overseas markets. There is no doubt that the manufacturing
sector has lost employment over the last decade. Although employment is a strong indicator of
an economy’s overall health, other factors must be taken into consideration, such as output and
productivity. Indeed, some analysts sce these job losses as an outward reflection of increased
productivity and industrial restructuring. A growing number of manufacturers are outsourcing
operations that were formerly handled “in-house.” This presents an opportunity for the service
sector to strengthen its presence in Huntingdon County.

Shift-Share Analysis

In the previous section, location quotient analysis helped to identify Huntingdon County’s
basic industries.-- those industries that exhibit a high employment share when compared to the
Southern Alleghenies Region and the State of Pennsylvania. These industries are considered the
“engines” of local economic growth because their expansion or contraction relies upon non-local
conditions (i.e., value of the US dollar, consumer spending patterns, foreign competition).
Location quotient analysis does an adequate job identifying a community’s basic industries.
However, it cannot arrive at the underlying causes for an industry’s export-orientation. Shift-
Share Analysis evaluates a community’s basic industries to determine if local economic growth
is primarily the resnlt of national trends, industrial structure, or local conditions. While
qualitative analysis — via surveys, industry forums, and stakeholder interviews — are necessary to
fully understand the dynamics of local industries, Shift-Share Analysis demonstrates how a
community fits into a larger economic picture. By examining the root causes of growth, Shift-
Share Analysis can determine if local conditions are contributing to poor industry performance
or if they favor industry growth. This evaluation is a necessary firsi-step toward a
comprehensive economic development strategy. There are three (3) components to shifi-share
analysis: National Share, Industry Mix, and Competitive Advantage. Data provided in
Appendix B will be utilized to demonstrate the calculation and interpretation of cach
component.
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National Share. The national share calculation assumes that local industries will grow at
the same rate at the national economy. First, the national growth rate is calculated for all U.S.
industries. This represents the percent employment change, in this case, from 1991-1997. This
observed growth rate (+14.23%) is then applied to the base year (1991) employment for each
County industry. The resulting number represents the employment growth attributable to
national economic growth or decline. For example, the employment growth for all U.S.
industries, from 1991-1997, was 14.23 percent. Automotive Dealers & Service Stations (SIC 55)
employed 249 people in 1991, the base vear.. To determine what percentage of new job growth
is attributable to trends in the national economy, the following equation is applied: base year
employment * national growth rate (249 * .1423 = 35.4). The results can be interpreted as
follows: Assuming the Automotive Dealers & Service Stations (SIC 55) sector grew at the same
rate as the national economy, the County would have gained 35 jobs.. This represents 37 percent
of the total jobs created (35 + 94 = 37.23%) in this sector.

Industry Mix. This calculation determines the jobs created as a result of industrial structure
— the mux of industries within the national economy. First, the national growth rate (GR) for a
given industry is subtracted from the overall growth rate. Building upon the above example (SIC
55), we apply the following equation: National Industry GR - National GR = Influence of
Industry Mix (.1526 - .1423 = .0103). . The resulting number (.0103) is multiplied by the base
- year employment to determine jobs created as a result of industry mix (249 * .0103 =2.56). In
the Automotive Dealers & Service Stations (SIC 55) example, only 3 of the 94 jobs created in
_this mdustry could be atiributed to a favorable industry mix. The majority of new jobs are
_attributable to National Share and Competitive Advantage.

Competitive Advantage. To calculate competitive advantage, local industry growth rates
are compared with national industry growth rates to identify high-growth industries — industries
that outpace national growth rates. The resulting figure — known as the differential - 1s applied to
the base year employment to determine the number of jobs created as a result of local '
competitive advantage. Referencing the above example (SIC 55), we utilize the following
equation: {(local GR; — national GR;) * base year employment] = differential. A negative
number indicates that the local industry is growing at a slower rate than its national counterpart.
For the Automotive Dealers & Service Stations (SIC 55) sector, we determine that 56 jobs were
created as a result of local competitive advantage — nearly 60 percent of all jobs created within
that sector.

Table3-5

March 1975 (1* quarter)
July 1980 (3 quarter)
November 1982 (4™ quarter)
March 1991 (1* quarter)

January 1980 (1™ quarter)
July 1981 (3 quarter)
July 1990 (3" quarter)

March 2001 (I** quarter)

Source: National Bureau of Economic Research (2002)
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Because the economy follows a cyclical pattern defined by peaks and troughs, minimizing
these cyclical impacts is important when evaluating employment growth. At first glance, an
industry exhibiting employment increases may be considered a “growth industry.” However,
upon closer examination, this industry may be a “lagging performer” that has failed to recover
from earlier employment losses. To minimize the influence of cyclical effects, the National
Bureau of Economic Research (NBER) was consulted to identify a comparable business cycle
(Table 3 - 5).

In 1998, the U.S. Census Bureau transitioned from Standard Industrial Classification System
(SIC) to the North American Industrial Classification System (NAICS). This transition was
developed to provide a uniform standard for comparing business activity throughout North
America. The NAICS is a more definitive categorization system than the SIC system. It
recognizes 20 major industry sectors to the SIC’s 10 major sectors and is better equipped to
capture emerging and advanced technology industries. However, the transition from the SIC
system to the NAICS has limited the analyst’s ability to monitor changes over time. For this
reason, the time period selected for the Shift-Share Analysis extends from 1991-1997, slightly
short of the NBER’s recogmized business cycle. The results of the Shift-Share Analysis are
depicted on Table 3 - 6.

Preliminary Findings

Over the study period (1991-1997), national employment grew by 14.23 percent, while
Huntingdon County’s job growth lagged behind at 4.8 percent. A reasonable question to ask is:
“Why did Huntingdon County not receive a proportionate share of growth?” An examination of
industry mix may provide some clues. Industry mix provides a tool for interpreting growth
trends within various industries. A negative industry mix indicates that a specific industry is
growing slower nationally than all industries, while a positive industry mix suggests that a given
industry is growing faster than the national economy as a whole. As shown in Table 3 - 6, the
total industry mix for Huntingdon County is —9.43%, which suggests that the County’s
employment composition is tilted toward slower-growing industries. Indeed, when we examine
the County’s employment composition, we see that over 60 percent of the County’s employment
is concentrated in sectors that are not performing on par with the national economy.

For instance, the manufacturing sector is among the County’s largest employers, accounting
for 24 86% of the workforce. Yet, both locally and nationally, this industry has lagged behind
other sectors — a response to foreign competition, process modernization, and declining demand
for U.S.-produced goods
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Table3-6

e

Agriculture, Forestry, Fishing 0.69% 33.79% 14.23%

Mining 0.98% -18.22% [4.23%

Construction .5.35% [8.01% 14.23%

Manufacturing 24.86% 1.36% 14.23%

Transportation & Public Utilities 3.36% 11.86% 14.23% -2.37%
Wholesale Trade 5.33% 951% 14.23% -4.72%
Retail Trade : 22.30% 12.26% 14.23% : -1.97%
Finance, Insurance & Real Estate 4.69% 7.38% 14.23% -6.85% -
Services 32.44% 26.39% 14.23% +12.16%
TOTAL ' 9,602 4.80% 14.23% -9.43%
Note: See Appendix B for detailed calculations

Source: County Business Patterns, US Census Bureau (1991, 1997)

_ Restructuring within the Manufacturing Sector. Analysts posit many theories for the
‘decline of manufacturing in the United States. The overvaluation of the U.S. dollar in many
foreign markets makes it more cost effective to establish manufacturing plants outside the United
States. Furthermore, many foreign countries offer lower labor costs and fewer regulations that
decrease the cost of doing business. These factors make imported goods a more affordable and
atfractive alternative for U.S. consumers. To compete within this global marketplace, U.S.
industries must invest in Research and Development (R & D). According to the National
Science Foundation, “innovation leads to better production processes and higher quality
products, thereby providing the competitive advantage high-wage countries need when
competing against low-wage nations.” However, as the cost of R&D has skyrocketed, many
companies have sought to reduce costs by outsourcing operations, eliminating staff, and merging
with other companies. These trends, oftentimes referred to as “business process re-engineering,”
are affecting many sectors of the economy, from electronics manufacture to the pharmaceutical
industry, which is increasingly outsourcing drug manufacture to focus upon its core
competencies. To a degree, the trend toward outsourcing has paralleled employment growth in
the service sector. Preliminary evidence suggests that two (2) key factors have contributed to the
decline of Huntingdon County’s manufacturing sector: (1) A high concentration of employment
in comparatively slow-growing sectors; and (2) a strong dependence upon national economic
trends. Table 3 - 7 depicts the growth rates for Huntingdon County’s manufacturing sector.

® This analysis was conducted for the 1991-1997 period, a corresponding period of economic expansion in the
national economy as identified by the National Bureau of Economic Research {(NBER). Total employment reflects
total employment in 1997, as reported in the U.S. Census Burean’s County Business Patierns publication.
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From 1991-1997, three (3) of the County’s top five manufacturing sectors experienced negligible
employment growth, which reflects a high employment concentration in slow-growing
industries:

¢ Stone, Clay, & Glass Products (SIC 32)
e Electronic & Other Electric Equipment (SIC 36)
¢ Paper & Allied Products (SIC 26)

A slight anomaly is the Rubber & Misc. Plastics Products {SIC 30) sector, which has
recorded significant job losses in Huntingdon County despite a 19.95 percent gain in national
employment. Although the location quotient for SIC 30 is “1.2 and higher,” a strong indication
of export orientation, the industry’s negative competitive advantage suggests that local
weaknesses are affecting the industry’s performance. . In contrast, the rate of employment growth
in the Fabricated Metal Products (SIC 34) sector has outpaced its national counterpart and the
local contribution to growth (competitive advantage = 4.3%) is strong. Among the County’s top
manufacturing employers, SIC 34 is the only industry group that exhibits a comparatively strong
local confribution to growth.

A comparison of shifi-share components (see Appendix B) demonstrates that a majority of
the County’s workforce is employed in industries that have failed to keep pace with national
employment growth. For instance, the competitive advantage of Rubber & Miscellaneous
Plastics Products (SIC 30) is -65.5%. This indicates that this industry sector grew at a much
slower pace locally than it grew at the national level. Nationwide, the industry increased
employment by 20 percent, while locally it lost 46 percent of its employment base. A significant
proportion of Huntingdon County’s basic employment is concentrated in industries that have not
kept pace with their counterparts at the national level. In addition, employment within these
sectors is not dispersed among a large number of companies. As shown in Table 3 - 7,
employment is concentrated among a handful of companies, which makes the County’s
manufacturing sector more susceptible to boom and bust cycles.

The shift-share analysis shows that many of the County’s basic industries have grown in
response to nonlocal factors, namely favorable national economic conditions and industry-wide
growth. Not surprisingly, those industries that registered sharp employment losses also struggled
with poor local performance. Both General Building Contractors (SIC 15) and Apparel & Other
Textile Products (SIC 23) lost over 50 percent of their labor force in a six-year period.
Nationwide, the apparel and textile industry has been losing employment. Changing
demographics and rising imports are placing increased pressure on US apparel manufacturers.
To remain competitive in this highly fragmented market, many domestic companies have
downsized their labor force. According to the American Textile Manufacturers Institute
(ATMI), three (3) primary factors contribute to the mergers, plant closings and job losses that
have come to characterize the American textile industry: (1) The U.S. dollar is overvalued in
comparison with foreign currency, (2) Smugglers are transporting goods through Mexico to
avoid trade tariffs, and (3) Many foreign markets remain closed to U.S. imports®’. As consumers
continue to demand higher quality clothing at lower prices, we can expect to see further
restructuring within this industry.

? “U.8. Textile Industry Is Singing the Blues.” Manufacturing News.Com. April 15, 2002. Volume 9, No. 7.
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32

Stone, Clay, & Glass
Products

Containment Solutions
Advanced Glassfiber Yarns

750 (31.0%)

0.00%

34

Fabricated Metal Products
Diebold, Inc.
Bonney Forge Corp

443 (18%)

H.13%

36

Electronic & Other Electric
Equipment

FCI (formerly Berg
Electronics)

375 (16%)

0.00%

3.15%

26

Paper & Allied Products
Mead Schoal & Office
Products '

375 (16%)

0.00%

-0.25%

30

Rubber & Misc. Plastics
Products
Bleyer Industries, Inc.

204 (8.5%)

-45.60%

19.95%

Source: County Business Patterns (US Census Bureau, 1997) & Huntingdon County Business & Employer
Directory (HCBI, 1999)

Employment Growth within the Service Sector. In contrast to the sluggish performance in
the nation’s manufacturing sector, the service sector has witnessed unprecedented growth. Based
on total employment, the service sector is Huntingdon County’s largest industry, engaging nearly
one-third (32.44%) of the County’s total workforce. This percentage is comparable with other
counties in the Southern Alleghenies region, which averaged 32 percent service-sector
employment during the mid-1990s. The sector’s high rate of employment growth (26.39%) is
reflected in its positive industry mix value, which exceeds the national average by over 12
percent. Table 3 - 8 examines the rate of employment growth for various sub-sectors of the
service industry — both at the County level (GRy) and the national level (GRy). The negative
values in the last column (i.e. competitive advantage) indicate that the County’s service sector
employment is tilted toward slower-growing industries. Upon closer examination, we also see
that a handful of industries dominate this sector: '

Defta Development Group, Inc.

47




Huntingdon County Comprehensive Economic Analysis : Final Report

- Business Services (SIC 73)
Amusement & Recreation Services (SIC 79)
Museumns, Botanical, Zoological Gardens (SIC 84)
Misc. Services (SIC 89)

Nationwide, Business Services (SIC 73) is not the largest service sector employer. In fact,
health services tops the list as the service industry with the largest number of employees.
However, the business sector outpaces the health service industry in its overall rafe of growth.
From 1991-1997, an additional 2.8 million jobs were added to this sector —a 54 percent growth
rate. What accounts for the accelerated growth in the nation’s business sector? Many analysts
agree that Information Technology (IT) is a principle economic generator that is transforming
business operations and consumer activity in almost every scgment of the market.

In contrast to its national counterpart, Huntingdon County’s business service sector has

witnessed significant job losses. From 1991-1997, the County added 585 jobs to the health

- services industry. In contrast, 297 jobs were lost from the business service sector — a decline of
89 percent. The fact that the County’s business services sector has lost employment share — and
competitive advantage — in the midst of a national growth spurt suggests that local factors have
weakened this sector of the economy. Modest growth within the County’s manufacturing sector
and job losses within the financial service industry may be contributing to lost employment
share. Worth noting are the comparatively weak location quotients (LQs) for the Finance,
Insurance, & Real Estate (SIC 60-67) sector (see Table 3 - 1). With the exception of depository
nstitntions (SIC 60), the other sub-sectors exhibit non-basic location quotients. The non-basic
orientation of this industry suggests that revenue is being lost to imports from nearby
metropolitan areas outside the County. The weakness of local supply could be exacerbating
decline within both sectors. Of the industries depicted in Table 3 - 8 only four (4) sub-sectors
have shown a strong increase in their competitive share: :

Hotels & Other Lodging Places (SIC 70)
Health Services (SIC 80)

Membership Organizations (SIC 86)
Engineering & Management Services (SIC 87)

In this instance, Huntingdon County’s relative isolation from major urban centers may be
contributing to the strength of these industries, which operate in smaller markets with limited
competition. While the lack of competition contributes to the strength of individual businesses,
it also represents an opportunity for import substitution, which can invigorate the economy by
diversifying the local base. For instance, Engineering & Management Services (SIC 87) exhibits:
a location quotient of .1632, an indication that local providers are not satisfying consumer
demand. To reverse this revenue leakage, the County can introduce competition to the local
marketplace by supporting entreprencurial development within this sector. Competition
promotes consumer choice and innovation in the marketplace — positive signs of a healthy
economy. As demonstrated in this example, shift-share analysis points to areas of strength or
weakness in the local economy — a good starting point for an economic development strategy.
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In contrast to the manufacturing sector, Huntingdon County’s service sector has a strong
leaning toward faster-growing industries. In addition, the sector is characterized by a large
number of small business establishments - as opposed to a handful of larger corporations. When
shift-share analysis is utilized to examine the strengths and weaknesses of the County’s service
sector, several observations can be made:

The employment composition of the County’s service sector is dominated by faster-growing
industries. Of the fifieen (15) industry groups exhibited, only five (5) exhibit national growth
rates that lag behind the national economy.

Several of the County’s top employers exhibit strong local growth: Hotels & Other Lodging
(19.7%), Health Services (78.31%), Membership Organizations (21.52%), and Engineering &
Management Services (76.6%). The competitive advantage column suggests that local factors
have a strong influence over growth within the Health Services (SIC 80) sector and the
Engineering & Management Services (SIC 87) sector.

Huntingdon County’s retail sector has grown substantially over the last decade. From 1990-
2000, retail employment increased 16 percent, outpacing the State’s growth rate of 10.5 percent.
Despite these employment gains, however, Huntingdon County’s retail sector remains a non-
basic industry (LQ = .9483). Location quotient analysis suggests that sales leakages are
occurring within the following sectors:

General Merchandise (SIC 53)
Furniture & Homefurmnishings (SIC 57)
Eating & Drinking Places (SIC 58)
Miscellaneous Retail (SIC 59)

Convenience goods are the largest segment of Huntingdon’s retail economy. By definition, -
convenience retailers rely upon their accessibility, name recognition, and customer volume to
genecrate sales. The growing popularity of mass retailers such as Wal-Mart, Target, and Costco
demonstrates that consumers seck stores with a wide range of product offerings. To counteract

the sales leakages taking place within this sector, the County can encourage more comparison-
shopping opportunities.

One of the County’s basic industries that has potential for future growth is the Building
Materials & Garden Supplies (SIC 52) sector. Favorable mortgage rates have led to a boom in
the residential construction industry. As more homeowners undertake do-it-yourself projects and
home renovations, this sector of the economy is anticipated to grow.
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Table 3-8

70 | Hotels & Other 19.70% 12.49% 2
Lodging ——
72 Personal Services 0.005 473% -4.7%
73 Business Services -89.19% 5381% -143.0%
75 | Auto Repair, Services, | 1499 435% 2848% 24.1%
& Parking
76 Misc. Repair Services -8.8% 0.00% 5.47% -5.5%
78 Motion Pictures +18.2% 0.00% 32.40% -32.4%
79 | Amusement & ] -11.67% 38.28% -49.9%
Recreation Services
80 Health Services 7831% 23.33% +55,0%
81 | Legal Services -45.00% 3.30% -48.3%
82 Educational Services +5.8% 0.00% 20.04% -20.0%
83 Social Services +6.4% 3.45% 20.63% -172%
g4 | Museums, Botanical, 0.00% 36.22% -36.2%
Zoological Gardens
g6 | Membership 2.1% 21.52% 12.17%
Organizations :
g7 | Engincering& +9.8% 76.60% 24.01%
Management Services
89 Misc. Services ¢ -90.00% 41.10%
TOTAL +12.16% 12.70 26.39

Modest Growth within State Gevernment. One component of the local economy that should
not be overlooked is government employment. In 2000, State and local government employed
over 2,800 people, or 23 percent of the County’s workforce. Despite its strong specialization
ratio (1.Q+1.3592), local government is not considered a basic sector activity. Rather, because
employment in local government reflects local economic conditions, this sector is considered
non-basic - regardless of location quotient results. State government employment, on the other
hand, should be viewed as a basic sector activity because employment and purchases are
primarily dependent upon factors external to the local economy. Although state workers are
employed in a variety of industries, the majority of occupations can be found in the service
sector. According to the location quotient analysis, Huntingdon County exhibits an -
employment share (LQ=4.8376) that is significantly higher than the LQ for the Southern
Alleghenies Region (LQ=1.8265). The Department of Corrections maintains two facilities in the
County -- SCT Huntingdon and SCI Smithfield. The facilities employ a combined total of
approximately 1,100 state workers, a significant contribution to the local economy. While the
Commonwealth has allocated budget increases for its correctional system in response to growing

Delta Development Group, Inc. 50



Huntingdon County Comprehensive Economic Analysis Final Report

mmate populations, an aggressive multiple occupancy strategy (MOS) has been the preferred
alternative to adding capacity over new facility construction. While Huntingdon SCI does not
anticipate a significant increase in its workforce, employment within State government has been
- steadily increasing since the early 1990s. Huntingdon County can anticipate modest growth in

_ this sector. According to one source, state employment was anticipated to increase 2-3 percent
from 1994-2005". More recent projections from the Bureau of Labor Statistics (BLS) project
only a 1 percent job growth for state and local government from 2000-2010.

The Pennsylvania Department of Corrections (DOC) has announced plans to replace SCI
Huntmgdon, built in 1888, with a new facility. It is difficult to determine the impact of this
change on employment or inmate population; however, HCBI and other economic development
organizations should monitor DOC plans for SCI Huntingdon.

Labor Force Analysis

The previous sections have provided a descriptive overview of the trends impacting
Huntingdon County’s economy. Discussion has centered upon the competitiveness of the
- County’s primary industries. The future health of these industries cannot be fully evaluated
without an understanding of the labor market. In this section, the following indicator variables
will be used to evaluate the overall competitiveness of the County’s labor force: unemployment
rates, commuting patterns, educational attainment, occupational mix, wage rates, and age
structure '

Although Huntingdon County has a fairly diverse economic base, the protracted decline of
- 1ts manufacturing sector has had a negative impact upon the labor market. Manufacturing
continues to be a mainstay of the County economy, employing nearly 25 percent of the local
workforce. Yet, much of this employment is concentrated in sectors that are declining at a
national level. There is no denying that the North American Free Trade Agreement (NAFTA)
has contributed to worker displacement in the manufacturing sector. In the last 3 years alone,
over 700 workers in Huntingdon County have qualified for assistance through the North
American Development Bank, a financial institution that provides assistance to trade-impacted
communities. Additionally, NADBank recognizes Huntingdon County among nine (9) NAFTA-
impacted counties in the Commonwealth.

Since NAFTA was ratified in 1993, a growing number of production jobs have shifted
outside U.S. borders, leaving many plant workers to pursue lower-paying jobs in the growing
service sector. Because the average compensation in the service industry is roughly 75 percent
the compensation earned in the manufacturing sector, the decline of manufacturing activity is
cause for concern. More recently, the national recession has driven a slowdown in
manufacturing production that has resulted in job losses and reduced capital spending. Recent
survey results from the Institute for Supply Management indicate a drop in new orders, an
indication of stagnation in the manufacturing sector. The possibility of war in the Middle East
has only added to the uncertain outlook for the manufacturing sector.

' Bureau of Research & Statistics, PA Department of Labor and Industry. Winter 1997-1998. “Pennsylvania
Workforce 2005.”

Delta Development Group, Inc. ' s -5



Huntingdon County Comprehensive Economic Analysis Final Report

Table3-9

Agriculture, forestry, 39 49 L6 |7 59 5| 13

fishing, hunting, and mining ' ’ ’ ) ) ) '
'. Construction 9.2 9.0 6.1 6.3 (0.9 79 6.0
Manufacturing S X 224 15.9 11.5 269 16.9 16.0
Wholesale trade 22 32 45 3 22 28 36
Retail trade 9.8 12.8 145 12.9 10.4 122 12.]

Transportation, = 42 66 71 6.4 46 56 54

warehousing, and utilities

Information ' 1.8 i.3 22 2.0 1.4 1.8 26

Finance, insurance, real : _ -

estate, rental and leasing - 29 29 4.3 5.7 3.9 4.6 6.6

(FIRE)

Professional, scientific,

management,

administrative, and waste 37 41 >4 68 35 52 8.5

management

Educational, health and 21.8 15.8 218 25.5 15.7 19.3

social services

Arts, entertainment, _

recreation, .

accommodation, and food 6.1 81 78 7.3 6.2 8.1

services

Other services (except

public administration) .54 52 5.1 55 42 56

Public Administration 75 38 38 5.4 50 50

Source: U.S. Census Bureau (2000)

Industry Employment

Expansion within the service sector presents the County’s best opportunities for future
growth. As indicated in the Economic Base Analysis, the service sector has witnessed
unprecedented growth over the last decade. Although current employment is concentrated in
slower-growing sectors, the indusiry’s nonbasic orientation indicates that there 1s potential for
import substitution. A comparative analysis of industry employment validates this finding. As
shown in Table 3-9, the County exhibits a comparatively low concentration of employment in
specific service sectors, namely F.I.R.E. (Finance, Insurance, and Real Estate) and Professional
Services, when compared to statewide employment. In contrast, a larger percentage of the
civilian workforce is concentrated in resource-dependent industries such as agriculture,
construction, and manufacturing. The largest concentration of workers - 21.8 percent — is found
in educational, health and social services, a reflection of local competitive advantage within the
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health sector. Indeed, the Southern Alleghenies Workforce Investment Board (SAWIB) has
identified health-related occupations as “in-demand” occupations throughout the region.

Occupational Mix

Occupational mix examines the distribution of employees across the entire range of job
categories. By examining shifts in occupational mix over time, analysts can identify the -
competitive strengths and weaknesses of the local workforce. For instance, 1f management
positions are in high demand, but the local workforce is primarily experienced in trades and
construction activity, then there is an evident mismatch between supply and demand. With this
knowledge in hand, local agencies can work in conjunction with the Workforce Investment
Board (WIB) to develop training programs and workforce recruitment programs aimed at
addressing this skill gap. Figure 3-5 examines the occupational mix of several Southcentral PA
communities. The results reflect the blue-collar nature of the local economy. Blue-collar

occupations currently account for 38 percent of all occupations in Huntingdon County -
compared to 26 percent statewide.

Figure3 -5

Occupational Composition

Employed Civilian Population 16 years & over
i20

160 +
80
60 -4 m
40 + 2. . B BlueCollar Occupations

- Famming, Fishing & Forestry

- Construction & Exraction
- Production & Materal Moving

Percent of Total (%)

20 13

i White Collar Occupations
- Management & Professmnal
- Service & Sales

Source: U.S. Census Bureau (2000)

According to the U.S. Census Bureau, 38 percent of the County’s 18,887 workers are
employed in blue-collar occupations. A majority of these jobs are found in production,
transportation, and material moving operations. Of the 62 percent employed in while-collar jobs,
over half work in service and/or sales-related positions. While the County retains a high
concentration of blue-collar workers, an examination of growth trends indicates that fewer
people are entering these professions. Table 3-10 shows that the County has steadily lost
tradesmen and rapidly gained white-collar workers.

While a growth in white-collar jobs may place upward pressure on wages, there remains a
relatively high demand for trained craftsman and construction workers. In contrast, the County
has seen tremendous growth in white-collar occupations. From 1990-2000, the County
witnessed a 53 percent growth rate in its management-related occupations and a 37 percent
growth rate in its service-related occupations — nearly double the rate of growth at the State
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level. Despite this positive growth rate, a location quotient calculation reveals that the County 1s
under-represented by management occupations. This analysis suggests the need for workforce
development programs that encourage management capabilities in the local workforce. .

Table 3 -10

- : =
5 Manager.nent, professional, and related +25.7% +57 8% 0.76
S occupations
8 | Service occupations +}5.5% +37.0% I.16
=
< | Sales and office occupations -13.0% -F1.3* 0.74
Farming, fishing, and forestry occupations -237.8% -69.7% 291

e

1= . . .

8 Constn.[ctlon, extraction, and maintenance 5 4% 0.6% 141
occupations

2 Producti i d tal

& roduction, transportation, and materia +0.5% 0.2% | 48
moving occupations

Note: The location quotient value was calculated using year 2000 Census data

Source: U.S. Census Bureau (1990, 2000)

Unemployment Rates

The unemployment rate is a key indicator of economic performance. A rising
unemployment rate indicates that the size of the available labor pool is expanding, creating
increased competition for available jobs. Communities that are transitioning from a resource-
based economy to a service-oriented economy face particular challenges with high
unemployment rates. A significant percentage of unemployed persons is often displaced workers
— mdividuals who lost their jobs as a result of industry downsizing, consolidation, or technical
innovation. These displaced workers often require additional education and/or training in order
to compete in today’s job market, which places them at a competitive disadvantage to more
qualified workers. This is particularly true in rural communities where infrastructure constraints
often limit opportunities to travel outside the area for work.

To gauge the tightness or slackness of Huntingdon County’s labor market, time series data
was collected for the 1990-2001 time period. The Current Population Survey (CPS) was the
primary data source consulted for this section. Unlike Unemployment Compensation Statistics
(ES-202), which are collected from all establishments that pay for UC coverage, the Current
Population Survey collects data from the individual householder, which may or may not receive
UC coverage. Because the Survey captures a larger universe of the civilian labor force, it is a
preferred data source for examining the “supply side” of the labor market. The U.S. Burean of
Labor Statistics (BLS) utilizes the results of the CPS to monitor employment trends and to
formulate economic policy. ‘
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Table 3 -11

1990 17,300 2000 19,300 10.3 54

1991 17,100 2,400 19,600 F2.5 70
1992 17,200 2,600 19,800 13.2 7.6
1993 17,300 2,300 }9,700 11.8 7.1
1994 17,100 2,100 £9,200 1.0 6.2
1995 7,100 2,000 19,000 10.3 5.9
1996 16,900 1,200 18,800 10.2 5.3
1997 17,300 2,000 19,300 i04 5.2
1998 17,100 1,500 18,600 8.3 4.6
1999 17,200 1,600 18,800 84 44
2000 17,200 1,400 18,500 7.3 4.2
2001 17,500 1,800 19,300 9.3 4.7

Source: Current Population Survey, Bureau of Labor Statistics — U.S. Department of Labor

Table 3 - 11 shows the composition of Huntingdon County’s civilian labor force, which is

defined as all persons aged 16 and over who have a job (i.e. employed) or are actively seeking
‘work (1.e. unemployed). A community’s institutional population is excluded from the civilian
labor force because it 1s assumed that these populations - correctional institution inmates,
residents of senior care facilities, and students at local colleges and universities - are not in a
position to enter the workforce. Utilizing employment as a proxy for the number of jobs in
Huntingdon County, we see that the overall rate of job growth has been relatively stagnant.
From 1990-2001, the County gained only 200 jobs — a growth rate of 1.15 percent. While the
number of jobs has remained relatively stagnant, the unemployment rate has fluctnated from a
high of 13.2 percent in 1992 to a low of 7.3 percent in 2000. Throughout the study period, the
unemployment rate outpaces job growth by a fairly significant margin, a pattern that suggests
Huntingdon residents are having difficulty finding employment. As compared to other counties
in the Southern Alleghenies Region, it would appear that Huntingdon County is experiencing
what economist Andre Neveu refers to as a “localized depression.'™ Figure 3 - 6 depicts annual

unemployment rates for all six (6) countics in the Southern Alleghenies Region, the State of
Pennsylvania, and the United States.

1 Nevue, Andre. June 2002. “Where the Jobs Aren’t: Local Unemployment Spreads.” Washington, D.C.:
Employment Policies Institute.
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Figure 3 - 6
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While the unemployment rates for the United States and Pennsylvania have ranged from 4 to
8 percent over the last decade, Huntingdon County has recorded unemployment rates that exceed
any of its rural neighbors. The Employment Policies Institute recently released a report entitled
“Where the Jobs Aren’t: Local Unemployment Spreads,” (June 2002) which identifies all
counties and cities (with a population of at least 10,000 people) that are experiencing
unemployment at 9 percent or higher — nearly double the national average of 4.8 percent. Only
two counties in Pennsylvania have been identified as “pockets of economic distress™: Elk County
and Huntingdon County. In addition to the national recession, a number of factors may be
coninibuting to the historically high unemployment rates in Huntingdon County:

Industry layoffs may have increased the number of dislocated workers
Recent graduates may be entering the workforce, yet unable to find full employment
A lack of diversification in the job market. If local industries only exhibit weak vertical

or horizontal relationships with one another, displaced workers may have difficulty
transferring their skills (particularly technical skills) to other job opportunities. The
concentration of employment in slow-growing sectors could be exacerbating the problem.
The “lag effect.” Because many employers are hesitant to hire additional staff until they
are confident of the economy’s recovery, the unemployment rate tends to lag behind the
overall economy.
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Commuting Patterns

The relatively small size of the County’s labor market area may also be contributing to the
unusually high unemployment rates. The U.S. Bureau of Labor Statistics (BLS) uses commuting
patterns as a proxy for Labor Market Areas (LMAs) — areas that are somewhat cohesive because
of the workforce and job opportunities they have in common. If 15 percent or more of a
County’s resident workforce commutes to another county, the BLS qualifies that county as part
of an LMA. - ' '

Figure 3 -7

Commuting Patterns: Huntingdon County's Resident
Workers

Centre County
8%

Blair County
5%  Mifflin County
4%

Franklin County
3%
Fulton County

Huntingdon 2%

County

70% Bedford County

2%

6%

Source: Worker Flow Files, U.S. Census Bureau (1990)

An examination of commuting pattern data' failed to qualify any other county in the
Commonwealth as a component of Huntingdon County’s LMA (see Figure 3 —7). The BLS
currently recognizes Huntingdon County as its own LMA, meaning that the county-to-county
commuting patterns do not suggest any strong economic ties between Huntingdon County and its
adjacent counties. Presumably, a regional economic development strategy would yield limited
economic gains for Huntingdon County because its resident workforce would need to relocate
outside the current LMA to take advantage of new job opportunities. This analysis suggests that
internal capacity-building is the key to Huntingdon County’s long-term sustainable economic
growth.

** The 1990 U.S. Census “Worker Flow Files” provided the data for this analysis. To see more detailed breakdown
of the database, go to Appendix C. When data for the 2000 Census is released in February 2003, commuting
patterns can be examined to determine if the level of economic integration between Huntingdon County and its
neighboring communities has changed.
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Educational Attainment

While the availability of 1abor is a key consideration for businesses seeking to expand or
relocate to a given community, the skill level of the incumbent workforce is a more pressing
1ssue. Characterizing an area’s labor force can be an elusive task, primarily because employers
utilize a range of criteria for assessing employee performance and qualifications. Some
businesses require a certain level of technical competency, which they supplement with on-the-
job training. Others consider “soft skills” (i.e., work ethic, communication, leadership abilities)
to be a more valuable measure of work readiness.. Because job requirements vary by industry,
direct employer surveys are perhaps the most reliable source for assessing the skill level of the
civilian labor force. In the absence of this first-hand information, educational attainment is often
utilized as an indicator of labor force quality.

Table 3 -12

Population 25 yrs. & | 8,266,284 31,152 34582 88366 | 106780 | 9,687 55,956
over (7.872.932) | (28,598) (31555) | (86,870) | (110251) | (8:823) | (52.252)

| . 5.5% 7.0% 72% 48% 7.6% 9.0% 8.7%
Less than 9% Grade | g%y (11.8%) (132%0 | ©7% | (136% | (154%) | (148%)
9%.12% Grade, no 12.6% 18.4% 14.5% 5% | 124% 17.8% 13.8%
diploma (159%) (169%) (183% | (162%) | (150%) | 06% | (163%)

High scheool o o o o o o
i 38.1% 47.3% 50.7% 499% | 47.4% 483% 50.3%
E lone) (38.5%) (48.6%) (483%) | (488%) | (463%) | (460%) | (475%)
Some college, no 15.5% I1.6% 12.5% 14.2% 13.1% 11.2% 11.5%
degree (12.9%) (8.9%) (8.7%) 1% | ©7% (7.6%) (8.9%)
Associate desre 5.9% 3.9% 48% 5.8% 59% | 44% 4.8%
g (5:2%) (4.2%) (3.7%) (4.5%) (44%) 2.9%) (3.6%)

Bachelors deerce 14.0% 7.5% 6.7% 9.2% 9.0% 5.7% 72%
g (11.3%) (5.8%) (5.2%) (6.6%) (6.9%) (4.6%) (5.6%)

Graduate or 8.4% 4.4% 36% 4.7% 47% 3.6% 3.6%
professional degree |  6.63%) (3.6%) (25%) (3.8%) (#.9%) (2.7%) (32%)

Source: U.S. Cénsus Bureau (1990, 2000)

Educational attainment data is published in the decennial census by the U.S. Census Bureau.
In general, care should be taken when interpreting this data because the surveyed population
does not directly correspond with the civilian labor force population. Unlike the Current
Population Survey, which aggregates data for the entire civilian labor force (i.e. the
noninstitutional population ages 16+ that is employed or unemployed), the educational
attainment figures only reflect persons ages “25 years and over.” Despite this discrepancy,
education attainment is a useful benchmark for determining the overall competency of the labor
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force and its ability to keep pace with technological advances. The U.S. Census Bureau recently
published a study that utilized time-series data from the Current Population Survey to examine
the relationship between educational attainment and work-life earnings. While acknowledging
that many factors, including family responsibilities, place of residence, and work experience,
impact a person’s earnings, the study clearly identified a causal link between educational level
and the earnings one could expect to earn over an average 40-year work life®.

Table 3 - 11 presents educational attainment data for both the State of Pennsylvania and the
Southern Alleghenies Region. On average, about 20 percent of the State’s “25 years and over”
population has received a bachelors degree or higher as compared to 10 percent of Huntingdon
County’s population. This discrepancy may reflect the higher levels of educational attainment
associated with Pennsylvania’s urban areas. Indeed, the USDA’s Economic Research Service
has referred to an “urban-rural gap,” which reflects the economic disparity between metro and
nonmetro areas. To an extent, it is thought that the higher concentration of knowledge-based
jobs within urban areas attracts a more educated workforce, which in turn leads to higher job
earnings. The discrepancy in job opportunities and educational level is thought to prevent rural
areas from achieving economic parity with their urban counterparts.

As acknowledged earlier, educational attainment is not the sole determinant of a person’s
career success. Work experience, motivation, and ability also influence a person’s capacity to
achieve higher earnings. However, a community that exhibits comparably low levels of
educational attainment may have difficulty cultivating knowledge-based industry clusters, which

- tend to offer more competitive wages than service-based industries. Educational attainment,
_therefore, is an indirect measure of economic prosperity because it shapes the upward mobility of
..a community’s incumbent workforce. This dynamic is magnified in communities with fairly

constrained labor market areas like Huntingdon County, which must look to its resident
population to support labor force demand.

Due to the independent nature of Huntingdon County’s labor market area, the educational
attainment of its resident population can be utilized as a rough proxy for the competency of its
labor force. As shown in Table 3 - 12, a higher percentage of the County’s adult population has
chosen to pursue advanced degrees. In 1990, 9.4 percent of the “25 years and over” population
reported having earned a bachelor’s degree, graduate or professional degree. By 2000, that
number had increased to 11.9 percent. For those that have chosen not to pursue an advanced
degree, more are obtaining their high school equivalency or taking college courses. Although the
U.S. Census cannot qualify this information, the comparatively higher percentages of people that
reported “some college, no degree” suggests that more adults are pursuing college coursework in
an effort to retool themselves for new career opportunities. Adult continuing education may be a
self-motivated decision or one arrived at by necessity (i.e., industry layoffs, plant closures).
Regardless, the comparably high percentage (22.4 percent) of people statewide that have earned
advanced degrees may reflect differences is age structure and industry composition — particularly
between urban and rural areas.

" Day, Jennifer and Eric Newburger. July 2002, “The Big Payoff: Educational Attainment and Synthetic
Estimates of Work-Life Earnings.” Current Population Reports, U.S. Census Bureau.
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Increasing the educational attainment of the County’s workforce should focus particularly
on adult continuing education. Research has shown that educational level has a direct impact
upon work-life earnings. Additionally, when companies are considering a new location,
educational attainment is often considered in their workforce analysis. Raising the educational
level of the workforce can help attract employers that offer competitive wage rates, and may
establish a foundation for attracting more knowledge-based companies to the area. This in turn,
will help the County retain its best and brightest and build Huntingdon’s economic future from
the inside out.

Occupational Composition

Like educational attainment, occupational composition is often utilized as an indirect
measure of labor force quality. By examining how a community’s occupational mix changes
over time, inferences can be drawn about the concentration of employment in higher paying and
lower paying jobs. However, a growing body of literature refutes occupational data — and
uncmployment rates for that matter — as a sound basis for addressing workforce development.
Across the United States, a growing number of state economic development agencies are
grappling with high unemployment rates — or seeking to expand their economies in a tight labor
market. Under either scenario, the underemployed represent untapped potential in the civilian
labor market force. In addition to the unemployed, the underemployed include the following
classes of people: (1) Involuntary Part-Time Workers. This group includes individuals that
are working fewer than 35 hours per week for reasons beyond their control. For instance, many
firms will reduce employee work hours before instituting mass layoffs. Part-time employment
for these workers is an involuntary decision; (2) Working Poor. This group represents full-time
employees who are carning less than 125 percent of the poverty line.  The assumption here is that
low-wage workers have the potential to increase their earnings through additional education or
on-the-job training; and (3) Discouraged Workers. Due to a perceived lack of opportunities,
this group is no longer classified as unemployed, but has dropped out of the labor force entirely.

Recognizing that the underemployed can represent a significant segment of the labor
market, many states have conducted studies to characterize this population. By determining
whether 2 mismatch exists between workforce skills and in-demand occupations, these studies
help to direct job training programs and to quantify the labor force for business prospects. The
majority of these studies rely upon population polls to arrive at an estimate of underemployment.
While many researchers agree that underemployment is a more accurate characterization of the
labor market, documenting this population remains a challenge. This observation underscores
the importance of hands-on research (i.e. interviews, business surveys, discussion forums) when
preparing any economic development plan. By speaking with area educational institutions and
traming programs, an economic analyst can obtain first-hand information about the post-
secondary education and on-the-job training opportunities accessible to the incumbent work
force.

Wage Rates

Because workforce studies can be time-intensive and costly, analysts often rely upon wage
data to estimate underemployment. In theory, if the cost of living (COL) in Huntingdon County
does not differ substantially from its rural neighbors, then wages should not differ substantially,
either. Cost of living (COL) has a direct bearing upon wage rates because employers frequently
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adjust wages to reflect COL differences among communities. While COL has long been
recognized as a factor that exhibits fairly significant geographically variation, few studies have
focused upon COL differences, particularly in rural areas. . A university study sponsored by the
Center for Rural Pennsylvania has attempted to address this research gap by developing a
methodology for estimating COL in rural communities. Researchers with Penn State University
(Erie Campus) initiated the study for several reasons: (1) To establish baseline COL data for
rural areas; (2) To determine if indeed rural communities offer cost advantage over urban areas,
as if often assumed; and (3) To determine if certain costs are consistently higher (or lower) in
rural areas. The study found that residents in Pennsylvania’s urban counties are experiencing a
COL that is roughly 6 percent higher than the COL in most rural counties. Based upon a
national average {100.0), Huntingdon County and Cambria County had the lowest COL index -
(100.2) i the Southern Alleghenies Region. As indicated in Table 3 - 13, housing costs
exhibited the greatest cost variation among the six COL sub-indices. Statewide, urban housing
costs were 6.2 percent higher than rural housing costs. In fact, Huntingdon County was found to
have the lowest housing index (95.2) in the entire Commonwealth, while Philadelphia County
recorded the highest (148.6). Despite the perception that longer commuting distances equate to
higher transportation costs.in rural areas, this sub-index was also proven to be more affordable in
rural areas. -On average, urban countics carried transportatlon costs that were 3.7 percent hlgbe
than rural counties. : :

Table 3 - 13

~ Cost of Lmng Esttmates

Grocerles 100.9 - 100.9 101.0 101.0 - 100.8 -100.9

Housing 95.2 98.2 '100.9 98.5 977 | = 983
Utilities 120.8 120.8 o Zi 0 121.0 120.8 120.9
Transportation 97.3 96.8 98.0 98.1 96.4 97.1
Health Care 21.5 922 95.1 94.6 92.7 93.6
Misc. 98.6 984 98.7 98.8 97.7 £00.2
Total® £00.2 100.4 100.6 100.2 101.2 100.5

Source: “Difference in the Cost of Living Across Pennsylvania’s 67 Counties” (July 2000), a research project
conducted by Penn State Erie and sponsored by the Center for Rural Pennsylvania.

Because Huntingdon County’s cost of living is comparable with other counties in the
Southern Alleghenies Region, one would expect industry wages to be roughly equivalent
throughout the Southern Alleghenies Region. As illustrated in Appendix D, several of the
County’s basic sectors offer wages that are competitive with neighboring counties, and in some
instances even exceed the County-average ($25,722). Worth noting is the comparably high wage

*For purposes of this study, 100.0 represents the national average cost of living, as represented by the 321 urban
areas that participated in the American Chamber of Commerce Researchers Association Cost of Living Index
(COLI). With a total index of 100.2, Huntingdon County’s cost of living {COL) is estimated to be less than 1
percent (0.2%) higher than the national average.
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rate offered to Special Trade Contractors (SIC 17), a growth sector within the economy that
exhibits strong local specialization. Many of the employment offerings within this sector have
been identified as demand occupations by the Southern Alleghenies Workforce Investment
Board, which suggests that this industry may have potential for future growth. Although the
County’s Agriculture Production — Livestock (SIC 02) industry exhibits comparatively strong
wage rates, the lack of a diversified agricultural service sector is not indicative of future growth.
In contrast, a handful of the County’s nonbasic sectors deliver wages that are significantly lower
than neighboring counties, despite competitive COL indices. Three (3) local sectors that exhibit
strong competitive advantage, but deliver below-average wages are: Furniture &

Homefurnishings Stores (SIC 57), Real Estate (SIC 65) and Engineering & Management
Services (SIC 87).

Personal Income

‘When formulating economic development policy, wages are an important consideration.
Employment earnings represent a significant percentage of a person’s total wealth and as such,
are an indicator of purchasing power — the ability of local consumers to buy goods and services.
However, communities should not overlook the importance of unearned income — income
derived outside the workplace. This may encompass personal investments, such as stocks,
pensions, and rental properties, as well as income from social security, welfare, and
unemployment compensation. An analysis of personal income in Huntingdon County.
demonstrates the significance of unearned income to the County economy.

The Burean of Economic Analysis (BEA) publishes an annual series known as Regional
Accounts Data, which is compiled from reports filed by employers covered by Unemployment
Compensation (UC) insurance, as well as from information gathered by the Internal Revenue
Service (IRS) and the Social Security Admunistration (SSA). Earnings and employment
estimates are published (on a two-year time lag) for all states, counties, metropolitan arcas, and
BEA analysis regions in the United States. Because data is based upon ‘place of employment,’
personal income must be adjusted to account for the net inflow/outflow of earnings attributed to
commuting activity. The commuting adjustment shown in Table 3-12 and Table 3-13 reflects
the net inflow of earnings due to interarea commuting. It is calculated as follows:

Commuting Adjustment Calculation

Vages and salary disbursements to residents
working outside Huntingdon County

Wages and salary disbursements to nonresidents working
inside Huntingdon County

NET INFLOW OF EARNINGS
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Because Huntingdon County does not import a significant share of its labor force, the
commuting adjustment should reflect a net inflow of eamings. Indeed, the commuting
adjustment values for 1990 and 2000 indicate a positive increase in wage and salary
disbursements for resident commuters. When one considers that consumer spending mirrors
residential patterns, a positive commuting adjustment indicates an opportunity to reverse income
leakages that may be occurring due to a lack of diversity in the local marketplace.

|
Table 3 - 14
of Persna Iceme, 191

f Gross Earnings by Place of Work $314,552 55.5% $162,095,132 68.7%
Adjustments to Earnings
-Personal Contribution to S51 -16,424 -29%;  -9,526,866 -4.0%
-Commuting Adjustment 61,116 10.8% 956,847 0.4%
Net Earnings by Place of Residence 359,244 63.4% 153,525,113 65.1%
Unearned Income 207,133 36.6% 82,277,204 34.9%
-Dividends, Interest & Rent 101,999 18.0% 48,111,517 20.4%
-Transfer Payments t05,134 18.6% 34,165,687 14.5%
- |Total Personal Income 566,377 100.0% 235,802,317 100.0%
' |Per Capita Personal Income® $12,808 $19,810

- Source: Bureau of Economic Analysis (BEA) Regional Accounts Data, US Department of Commerce

A comparison of unearned income for Huntingdon County and Pennsylvania also shows that
Huntingdon County residents derive a higher percentage of their earnings from transfer
payments than their counterparts statewide. Transfer payments arc primarily comprised of social
security, disability payments, military and government pensions, welfare support, and
unemployment compensation. The dominance of transfer payments as a significant portion of
unearned income may reflect the growing importance of the County’s elderly population, which
is projected to increase over the next six (6) years. While many elderly are on fixed incomes,
empty nesters often have greater financial freedom due to a lack of familial responsibilities (i.c.,
child rearing, education costs, etc.). Although a more detailed analysis is needed to characterize
the income characteristics of this population, it is clear that demand for services catering to this
population will increase.

In contrast to other counties in Pennsylvania, Huntingdon County derives a greater
percentage of its personal income from non-work earnings. This finding should be expected in

Care must be taken when interpreting per capita personal income data because this calculation can be distorted by
seasonal fluctuations in population or by the presence of large institutional populations (e.g. college students,
prison inmates). Because institutional populations contribute little income to the cormmunity, their inclusion in
the per capita income calculation can give the impression that a community is not fairing well financially, when
in reality its permanent resident population is experiencing healthy income levels.
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communities that have large populations on fixed incomes, such as the elderly or working poor.
However, 1n contrast with other counties, Huntingdon County has a low ratio of elderly
dependents living in the community. A more likely explanation is the County’s unemployed
population, which in 2001 comprised 9.3 percent of the civilian labor force. The County’s
persistently high unemployment may also be contributing to comparatively low levels of
disposable income. In 2002, Huntingdon County’s per capita personal income represented only
63 percent of the per capita personal income for the entire Commonwealth ($29,504). Table 3-
15 presents per capita personal income data for several counties in Southcentral Pennsylvania.
In order to analyze decadal trends, the 1990 data was adjusted for inflation. In real terms,
Huntingdon County experienced a 10 percent growth in its per capita personal income —a
growth rate that is 6.6 percent below the regional average and 3.2 percent below the State
average. Considering the presence of large institutional populations in neighboring counties,
Huntingdon County’s conservative growth is surprising. Two factors may be contributing to this
trend. First, the County’s high unemployment rate means that a significant portion of the civilian
labor force is not contributing to the County’s economic growth. A secondary factor that may be
contributing to the County’s comparatively low per capita personal income is the presence of
agricultural activity. When calculating per capita personal income, the U.S. Bureau of Economic
Analysis (BEA) does not consider inventory sales when determining farm income. By excluding
inventory sales, the BEA can deflate per capita earnings in rural communities, particularly those
“with a strong agricultural sector. This discussion has exemplified how data interpretation can be
clouded by outlier variables, including seasonal population growth, institutional populations, and
industry concentration. What conclusions can be drawn from this data? Huntingdon County’s
per capita income has increased modestly throughout the decade. This conservative growth can
be expected to continue if the unemployment rate remains high and the elderly population
continues to grow.

Table 3 - 15

LB

Gross Earnings by Place of Work $461,455 $252,138,602
Adjustments to Earnings
-Personal Contribution to SS| -24,853 -2.9% -15,249,074 -4.2%
-Commuting Adjustment 93,626 Fh.1% 1,708,229 0.5%
Net Earnings by Place of Residence 530,228 62.7% 238,597,757 65.8%
Unearned Income 314,833 37.3% 123,793,742 34.2%
-Dividends, Interest & Rent 140,979 16.7% 65,953,247 18.2%
-Transfer Payments 173,854 20.6% 57,840,495 16.0%
Total Personal Income 845,061 100.0% 362,391,499 100.0%
Per Capita Personal Income” $18,537 $29,504

Source: Bureau of Economic Analysis (BEA) Regional Accounts Data, US Department of Commerce
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Age Structure

The relative isolation of Huntingdon County’s labor market suggests that the resident
population plays a significant role in the local economy. As consumers, local residents are the
primary market for many non-basic goods and services. Because income levels and
discretionary spending patterns vary among age groups, the age distribution of a community’s
population has implications for the vitality of local markets. The size and composition of the
focal population will determine if the County has an adequate labor pool to meet employers’
needs. Population pyramids are a useful way to graphically depict a population’s age structure
and growth characteristics. By dividing the population into age cohorts — groups of people that
share the same birth year — pyramids indicate whether a population’s growth rate is rapid, siow,
or negligible. Because a population’s age structure heavily influences birth and death rates,
demographers utilize population pyramids to uncover the social and biological factors that
influence population change. In this section, the population pyramid is being utilized to identify
broad trends in Huntingdon County’s population. For instance, we will be examining trends
within the prime working age category (21-64 years) to determine if the County’s potentiat labor
pool is increasing or decreasing. According to McLean and Voytek (1992), a projected decline
in a community’s prime working age population may suggest that people are seeking
employment outside the labor market area. It also suggests that communities may have difficulty
meeting workforce needs without importing labor from outside the area. In addition to the
analysis of key age cohorts, this section addresses the three (3) engines of population growth -
fertility, mortality, and migration — to determine if Huntingdon County’s population is growing
primarily due to natural increase (i.c. births minus deaths) or net migration.

Table3-16

Income Comparisons
1990-200 S

Southern Alleghenies ‘$2!, 16.6%
Huntingdon County $12,808 $16,858 $18,537 10.0%
Bedford County $12,719 $16,741 $20,389 21.8%
Blair County $15,252 $20,075 $24,533 22.2%
Cambria County $15,332 $20,180 $23,352 15.7%
Fuleon County $13,650 $17.966 $22,782 26.8%
Somerset County $15,579 $20,505 $21,352 4.1%
Mifflin County $13,974 $1i8,393 $20,558 [1.8%
Centre County $16,820 $22,139 $25,237 14.0%

Note: The Consumer Price Index (CPI) for the Northeast Region was utilized to adjust the 1990 data to reflect
year 2000 dollar values. The Northeast Region includes the following states: Connecticut, Maine, Massachusetts,
New Hampshire, New York, New |ersey, Pennsylvania, Rhode Istand, and Vermont.

Source: Bureau of Economic Analysis (BEA), U.S. Department of Commerce 1990 and 2000 Regional Accounts
Data
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The population pyramid for Huntingdon County is depicted in Figure 3 - 8. The horizontal
bars represent various age cohorts separated by a vertical axis, which shows the dispersion
between the male and female population. The pyramid iflustrates a County that is experiencing
moderate population growth. In communities that are growing quite rapidly, the largest age
cohorts will be the youngest age cohorts, located at the base of the pyramid. In Huntingdon
County, we see more mature age cohotts, particularly those within their prime working age (21-
64 years) rivaling the younger populations for representation. Pyramids such as this, which
depicts a rather even distribution among cohorts, reflect a population with slow or declining rates
of growth. The age cohorts within the prime working age category (21-64 years) currently
represent 57 percent of the County’s total population, a proportion that is comparable with the
composition of Pennsylvania’s population. Over the last 20 years, the number of people within
this category has continued to increase — in real terms. However, the overall rafe of growth has
declined markedly. From 1980-1990, this category grew by 12.3 percent, far outpacing the
growth rate for the County’s entire population {4.5 percent). From 1990-200, the growth rate
dropped to 4 percent. This declining rate of growth is expected to continue in the future.

Figure3 -8

Population Pyramid for Huntingdon County (2001)

85+

75-84 YEARS
65-74 YEARS
55-64 YEARS
45-54 YEARS
35-44 YEARS
25-34 YEARS
21-24 YEARS
10-20 YEARS
0-2 YEARS

-20% -10% 0% 10% 20% & Fermale
Percent of Total Population Male

Source: Claritas, Inc. (2002)

Claritas, Inc., an acknowledged provider of demographic and economic data, utilized 2001
population estimates to prepare 5-year projections for the County’s various age cohorts. Results
indicate that the County’s prime working age category (21-64 years) will still represent 57
percent of the County’s total population. However, the 5-year growth rate will have dropped to
1.3 percent. Another statistic that speaks to the economic self-sufficiency of a population is the
age dependency ratio. According to the Population Reference Bureau, a non-profit think tank
located in Washington, D.C., the age-dependency ratio “...is often used as an indicator of the
economic burden the productive portion of a population must carry — even though some persons
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defined as ‘dependent’ are producers and some persons in the ‘productive’ ages are economically
dependent” (p. 6)™. The ratio is calculated as follows:

(Pop. < 15 years) + (Pop. 65+ years) % 100

- Pop. Ages 15-64 years

These two age cohorts — “less than 15 years” and “65+ years” are characterized as dependent
populations because they represent persons that are least likely to be active participants in the
labor force. As indicated in Figure 3 - 9 Huntingdon County’s age dependency ratio is lower
than any other county in the Southern Alleghenies Region. The County’s ratio (48) should be
interpreted as follows: For every 100 people in the working age population (15-64 years), 48
people are dependent. In comparison, Pennsylvania has a dependency ratio of 54 and the United
States has a dependency ratio of 51. When examined against unemployment rates, the County’s
favorable age dependency ratio suggests that the County has the potential to support an
economically productive population. The persistent unemployment that plagues the County may
reflect a mismatch between workforce skills and employers needs, but further analysis (i.e.,
surveys, interviews, focus groups) would be necessary to validate this hypothesis.

Figure3-9

- Age Dependency Ratios (2000)

g &@f’ \.\él:? 000' bOO‘ "00' .@00' 000' &OO' EYOl:lth Dependency
.@b é“;\ l&?o o §<\ q&@ éf,@ Ratio. (YDR)
X R? ‘?*6&\ < C C,O@ B) Elderly Dependency
Ratic (EDR)

Source: ULS. Census Bureau, Census 2000 (2002)

How will Huntingdon County provide employees for the jobs of tomorrow? The rate of
natural increase provides some clue about the characteristics of population change in
Huntingdon County. Table 3 - 17 depicts vital statistics for Huntingdon County over the 1990-
2000 period. By subtracting the number of deaths from the number of resident live births in the
County, we can determine how the rate of natural increase impacts the County’s long-term
growth. From 1990-2000, Huntingdon County experienced a Decadal Growth Rate (DGR) of

¥ Haupt, Arthur and Thomas T. Karne. (1998). Population Handbook. Washington, D.C.: Population Reference
Bureau
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3.2 percent, gaining an additional 1,422 residents. Because 1,042 of these residents represent
additional births, we can say that 73 percent (1,042/1,422 * 100) of the County’s population gain
is directly attributable to natural increase. The remainder of the county’s decadal growth (27
percent) 1s due to net migration (in-migration minus outmigration).

Table 3 - 17

1990 523 | 428 95

1991 548 414 134
1992 514 423 9l
1993 - 554 412 142
1994 451 382 - ‘ 69
1995 489 382 107
1996 499 391 108
1997 466 : - 408 58
1998 476 417 .59
1999 499 : 395 104
2000 510 435 ' 75
Total 5,529 4,487 1,042

Source: Vital Health Statistics, PA Department of Health
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Industry Cluster Analysis

Historically high unemployment rates — and a projected decline in the primary working age
population (21-64 years) - are indicative of a persistent underemployment in Huntingdon
County. The situation is compounded by the relative isolation of the local labor market, which
has difficulty absorbing displaced workers due to the absence of definitive industry clusters.
Unlike sectoral analysis, which classifies businesses according to their primary activity (i.e. SIC
code), industry clusters are identified using a host of typologies, from shared workforce
requirements to the presence of critical supply chains. However clusters are defined, at their
foundation they seek to characterize the interfirm relationships that make a local economy ‘tick.’
The literature generally atiributes the following characteristics to successful industry clusters:

* Presence of a skilled labor pool

e Strong interfirm communication and collaboration

* Emphasis upon technological innovation and product development
¢ Increased productivity and higher employee earnings

The economies of scale that can be achieved -- on behalf of both the public and private -

- sectors — attributes to the growing popularity of cluster strategies as an economic development
tool. By leveraging the assects of related industries, a cluster strategy can increase the level of

- local job creation and improve the competitive advantage of local firms. How is this competitive
advantage achieved? By establishing a critical mass of complementary firms within a region.
According to research sponsored by the Southern Rural Development Center, four (4) primary
benefits are associated with industrial clusters: “...(1) access to inputs and infrastructure (2)
labor and human resource pooling (3) access to information and performance measures and (4)
complementary products.”” Because established clusters often share similar labor input
requirements, cluster firms can collectively pool from a larger labor shed than a sector dominated
by one or two companies. Conversely, (dislocated) employees are provided the opportunity to
transfer skills from one workplace to another without facing the prospect of relocation. Industry
clusters can mitigate the effects of plant layoffs and closures because the local workforce can
transfer their skills to other employers in the labor market. The expanded job opportunities place
upward pressure on workforce skills and wages, which in tum will attract a higher caliber
company to the area. A cluster strategy can feed upon itself, helping to reverse the brain drain
that so often characterizes rural labor markets.*

Communities well suited to a cluster strategy exhibit a high degree of information-sharing
among local firms and a concentration of employment in growing sectors. The economic base
analysis did not identify a critical mass of complementary businesses — the foundation for a
successful cluster strategy. The County’s persistently high unemployment rate suggests that
dislocated workers are having difficulty transferring their skills to job opportunities within the

1% Scorsone, Eric A. No. 23, F ebruary 2002, “Industrial clusters: Enhancing rural economies through business
linkages.” The Southemn Rural Development Center.

' Gibbs, Robert and G. Andrew Bemnat, Jr. Vol. 12, No. 3. “Rural Industry Clusters Raise Local Earnings.” Rural
Development Perspectives,
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County, further evidence that the County’s cluster foundation is weak. In the absence of a
“critical mass,” a cluster strategy can be highly speculative and capital intensive — a risk most
communities cannot afford to take. To establish a market that fosters cluster development,
comnmmnities such as Huntingdon County must go back to basics — concentrating resources on
“what matters most” to the majority of businesses - infrastructure, workforce, retention and
gxpansion.

While the economic base analysts identified several basic sectors that underpin the local
economy, the concentration of employment within a handful of firms suggests a lack of
diversification among Huntingdon County’s export industries. For instance, several of the
County’s manufacturing firms are branch plant operations facing increased foreign competition
and maturing markets. Remaining competitive in this climate requires an emphasis upon value-
added and process innovation. However, with suppliers and buyers located outside the County,
one must wonder if higher production and transportation costs are not constraining the
manufacturing sector’s ability to strengthen its competitive edge.”

The lack of economic diversification is evident in the manufacturing sector, which is
domimated by a handful of larger employers. Recent newspaper headlines underscore the
inherent vulnerabilities associated with this type of market dominance. The bankruptcy filing by
Adelphia Communications will have untold consequences for Coudersport, the small
Pennsylvania community where the cable company giant is headquartered. As the community’s
largest employer, Adelphia’s economic future is closely linked with the community’s. As
service-producing industries supercede manufacturing as the top employer in the County, we
must grapple with another issue that inhibits economic growth: low wages. A recent comparison
of average annual wages in Huntingdon County showed that for every dollar earned in the
manufacturing sector, retail jobs carned 40 cents and service sector jobs earned 65 cents. Yet,
these industries far outpace the goods-producing sector in terms of overall job growth.

All aspects of an economy arc affected when employment is concentrated in lower-paying
jobs. Personal income losses translate into restricted consumer spending, which affect a
community’s ability to attract new business. A boost in overall earnings will help to attract and
retain a qualified workforce and a more diverse mix of businesses. Diversification of the
County’s economic base should begin with the implementation of process innovations that
enable local manufacturers to increase productivity, reduce transaction costs, and increase their
connection to the regional economy by establishing more sophisticated supply chains.
Unfortunately, many manufacturers have responded to the recent recession by adopting a “wait
and see” attitude - delaying capital expenditures and R&D investment until they have further
evidence that economic recovery is near. It is important to support manufacturing activity
because it drives activity is so many other industry sectors. However, the County must realize
that an mvestment in its manufacturing sector may not translate into significant job creation.
Many industry analysts have suggested that recovery in the manufacturing sector will be a
“Jobless recovery” as a result of automation, computerization, and increased worker productivity.
Tomorrow’s manufacturing sector will utilize fewer workers, but those workers will be more
educated and computer literate than the production worker of ten yeat’s ago.

' Indeed, the Business Leader Survey, conducted for the Comprehensive Economic Analysis, identified
infrastructure (i.e., road, rail, utility) requirements as a constraining influence on a number of local firms.
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Target Industry Assessment

In addition to supporting diversification within its manufacturing sector, Huntingdon County
must bring heightened focus to its business retention and expansion (BR&E) efforts. To
facilitate the identification of Huntingdon County’s target industries, Delta utilized a screening
process adopted from the text Understanding Your Economy (McLean & Voytek). The process
1s outlined as follows:

Step I:

Location Quotient (L.Q) Analysis was used to identify those industries that exhibit local
specialization. All industries that delivered a LQ > 1.12 were classified as basic
industries — industries that expand or contract in response to nonlocal conditions.
Because basic industries are considered the engines of local economic growth, these
industries were retained for further analysis. Those industries that deliver a LQ<1.12
were classified as non-basic industries, comprised of businesses that primarily depend
upon local market conditions. To the extent that nonbasic industries are not meeting
current demand, these industries represent an opportunity to strengthen local competitive
advantage through import substitution.

Step 2:

Shift-Share Analysis was used to examine the underlying causes of mdustry
specialization. By comparing local industry growth to national growth trends, shift-share
isolates the three (3) factors that contribute to local growth: National Share, Industry Mix,
and Local Competitive Advantage. Growth industries that exhibit local weakness present
an opportunity to strengthen the County’s competitive position. These industries should
be the focus of local economic development efforts.

Step 3:

Calculate the differential shift for each of the County’s basic industries. Industnies that
exhibit employment growth that outpaces national employment growth are considered the
County’s growth industries. By comparing the differential shift to the results of the Shift-
Share Analysis, an analyst can determine if these growth industries have also maintained
their local competitive position.

Based upon the results of this three-step process, the County’s basic and non-basic sectors
were broken down into three categories: (1) strong performers, (2) lagging performers, and (3)
poor performers (see Appendix E). McLean & Voytek define each category as follows:

Strong Performers

These industries are current strengths in the local economy characterized by positive
employment growth and a positive differential shift. These industries grew because they
exhibited strong local competitive advantage and opportunities to strengthen their competitive
position should be capitalized upon.
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