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PEDA EDC Participant Impacts

Fourth Economy and Econsult

surveyed PEDA's EDC members to

identify their economic impacts from - @

201510 2017 (45 of 59 members & —~ S g |

responded). We looked at five broad Bl = [ - — Ay

areas of activity: °8w '3»".“—--'-4\7 . - ) T
T PR 5 Salll

e Construction = e ) S ,,,,f--«l-‘:‘p °.

e |and & Buildings '“";,_o i A Lol m — @

e Operations Finance o [T e o W@ o U ° w;‘@

e Economic Development Services o A Y 2. “'....'.—;.'...0 e e 2 A

e Job Retention | i



PEDA EDC
Impacts

PENNSYLVANIA
DEVELOPMENT
ASSOCIATION

See infographic for notes on
methodology and calculations.

(billion ¢ Hm S)
Total Economlc Output
in an average year
from 2015-2017"

Total Impacts
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1 7}(/-
33K 8 6 K
&8 Jobs
) Supported and Created
In an average year
35K
$942M
$5.2B
. $1 9B (billion dollars)
Wages
Inan average year
$2.3B
o §103M
(million dollars)
State Taxes
In an average year
$50M
Specific Impacts 4
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Impacts of Statewide Programs .
Jobs Supported
- 15,393
o IRC
$5.2B $935M — .
Taxes EDCs ,,
IRC
BFTP
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(annual average) (annual average)
SBDC IRC
. 2013 ' (FY 2016)
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What if...
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DCED Appropriation Funding = econorny
2007-2018

450
In addition to a

400 o B Total DCED Budget 72% reduction
350 0 between 2008 -

2019, DCED saw a
300 S 58% drop in it's
250 0 budget between

j : : 2009 -2010, and a
200 ......................... .......... | e TR """"" nearly as drastic
T TR S S— — I— RS ———— i, 47% reduction
| , , | , between 2016 -
100 ................. ............. ............... ............... ....... S ............... .................... ..................... .................... 2 017

Budget Appropriation
(in millions)

Note: Does 3
not include E
CFA

FY08-09
FY09-10
FY10-11
FY 11-12
FY 12-13
FY13-14©
FY 14-15
FY 15-16
FY 16-17
FY 17-18
FY 18-19

YEAR 7
T



State Comparison from SSTI
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State FY2018 Appropriation Per capita appropriation
Arkansas $8,689,708 $2.89
Connecticut $58,400,000 $16.28
Georgia $24,607,944 $2.36
Indiana $67,500,000 $10.12
Maine $24,411,426 $18.27
Maryland $52,464,972 $8.67
Michigan $20,400,000 $2.05
New York $41,829,000 $2.11
North Carolina $13,932,843 $1.36
Ohio (GRF) $23,349,956 $2.00
Ohio (Third Frontier)* $113,310,250

Oklahoma $13,422,892 $3.41
Pennsylvania $17,600,000 $1.37
Utah $22,829,500 $7.36

Source: SSTI calculations from legislative
appropriations passed in each of the states. 8
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So PA has an economic development
ecosystem making an impact but is
enough being invested?

State of PA's Economy
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Churning
Legacy
Economy




Despite gaining one spot in
the rankings between 2010
and 2018, between that
same time period
Pennsylvania's score
actually decreased,
indicating that the gaps
between states is widening
(high-performing states are
better than ever and
low-performing states are
worse than ever).

We see large losses in the
concentration of high-tech
firms and employees in the
state, which possibly
indicates the need for an
attraction strategy.

Milken Index Score

,FOURTH

Milken Index Score by State = cconomy
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Milken Index Indicator Rankings

Research and Development Inputs
(facilities attracting funding and creating commercializable innovations)

Risk Capital and Entrepreneurial Infrastructure
(venture capital activity, patents, business formations, IPOs)

Human Capital Investment
(number of degrees relative to a state’s population)

Technology and Science Workforce
(share of employment in CIS, engineering, life and physical science)

Technology Concentration and Dynamism
(% of establishments, employment, payrolls in high-tech, birth and growth
of high-performing tech companies)

- e ) )
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2018 2010

8 9

14 21

13 11

15 12

31 25




Rank

1st-

5th -

10th -

15th -

20th -

25th -

Colorado

Massachusetts

California

Texas

Minnesota

Maryland

Georgia

Ohio
Arizona

Kauffman 2016

New Jersey

Virginia

Louisiana

North Carolina

Washington

New York
Tennessee

Florida

Illinois

ONO.

Pennsylvania

South Carolina

Wisconsin

Indiana

Michigan

Missouri

Alabama
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Kauffman Rankings

(Large States)
Growth

’ Er:?:;preneurship 19th
Start U

: Aci?vityp 23|"d

e Main Street
Entrepreneurship

5th

Source:

Kauffman Foundation,
Kauffman Index of
Entrepreneurial

Activity, 2017 13




Economic
Engines

Are they ready to rev?




Lagging Growth

PA has not rebounded well from
the recession

Since 2010, Pennsylvania’s
average annual growth in GDP
ranks 22nd among all states, and
employment growth ranks 36th

Average Annual Growth 2010-2017

GDP Growth

5.0%

3.0%

2.0%

1.0%

0.0%

-1.0%

0.0%

0.5%

Washingt(“

California
Colorado

Michi Massachusetts

Pennsylvania  naeth Carolina

-

1.0% 1.5% 2.0% 2.5% 3.0%

Employment Growth
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$Mof GDP, 2017

29,567 2,576,223

Employmentin 2017

358,199
5,000,000
10,000,000
15,000,000
20,000,000
23,584,800



Brookings, Advanced Industries

2015 Brookings Report

Looked at 50
Industries,
characterized by STEM
workforce and
tech-focused R&D
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The Rankings:

1. Michigan

2. Washington

3. Massachusetts
4. Indiana

5. Virginia

6. Utah

7. California

8. Connecticut

9. Alabama

10. Colorado

11. Maryland

12. Texas

13. Kansas

14. New Hampshire

24. Pennsylvania

16
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Have We Cut Our Way to the Bottom?

Mercatus Center at George | FPTSER overau risca. conomon
Mason University

State Fiscal Conditions
Ranking

17
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We Can't Grow Without Capital

Small Business Lending per Employee | 2015

$6,000

PA ranks 27th for overall
small business lending

$4,000 i i

S = w Q Z

o o w CCF dIDSsSE X WO A - X < (/)l— z<r_a:o =
—ZESOI<ZO§§<D(/)<(U)'-'-I——I = =ao 225z 8 zz§CK Tt <

Amount per Employee

o

N o
< =

Source: Small Business Administration

18
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Only Four States are Worse for Small Business -

Best States for Small Business | WalletHub

80

PA ranks 46th of 50 for Best

States for Small Business
PA

@

60

40

Total Score

20

ut
GA

IN
VA
KS
AK
DE
OH
IA
Wi
AL
MD
CT
NJ
wv
PA
VT
RI
NH
HI

MT
OK
FL
ND
CA
AZ
Co
NV
NC
WA
ID
Ml
SD
Wi
LA
MA
NE
MS
KY
OR
MO
SC
AR
MN
IL
NM
N
ME
NY

TX

Source: WalletHub Best States to Start a Business
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Business Births and Deaths by State

2016 rate By looking at new business creation rate combined with rate of business death, we see
that at 33rd net business creation, Pennsylvania is in the lower half of all states.

o

-

o

o

=

)

@©

a

< .05-

-

e

=

m
>'< N¥< II.IJI-¥ O Q I—Q'-uﬁ:< Z (7] I Tk d2
2o0zs52 2 222<S8z 3 S xE%zIB§E z2Z2353s<

Pennsylvanla.
44th of 50 on New Business Rate
33rd on Net Business Creation Rate

Data: US Census Bureau 20



Per Capita Venture Capital Investment Funding, 2013-2017
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Venture Capital Investment by State
per capita, five-year total

$4,000 - ‘

$3,000 -

Pennsylvania:
$2,000 - 19th of 50

33% of national average funding per capita
®
‘.‘o S l
*00-@eC00
°0
0- ..............‘.... X XY Y EE X
S32558S03E522Z AN T EoYRQYNFEIE OS2 5328355335 2%

Data: PWC, MoneyTree o1
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Research without Results
PA ranks 4th with $4 B in university R&D, but it is concentrated in a few schools
PA ranks 9th with S10 B in private sector R&D, but 21st in private R&D per capita

But PA is failing to bring that R&D to market or generate economic growth

PA ranks 46th in Best States for Small Business

PA ranks 31st in Milken Technology Concentration and Dynamism
PA ranks 27th in Small Business Lending

PA ranks 23rd in the Kauffman startup index

22



Talent Gap

Short-term Stress with
Long-Term Impact



Population
Change &
Key Industry
Employment
Change
2015-2016

Growth is a
critical issue,
especially when
compared with
States with
highest Milken
Index scores
(shown in blue).

Population Change

0.075 -

0.050 -

0.025 -

0.000 -

-0.10
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#2 Colorado > © °
N
#5 Washington

#4 California
e

#3 Maryland .

R

O
- © ™ #1Massachusetts

O
K‘N #6 Connecticut
Pennsylvania:
42nd of 50 for Employment
Change in High-Tech Sectors
—0705 O.E)O 0.(l)5 O.'10

Net Employment Change 24
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Refers to the average 75th percentile test score for first-year undergraduates,

weighted by non-distance student attendance

Test Scores, 2016-2017

25

are getting the
highest-achievi
ng students?
Pennsylvania
isinthe
middle of the

Which states
pack.

75th Percentile ACT

o (o))
o N

28
5
6
5

24
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Enroliment Per Capita and Undergraduate Test Scores by State = Econotmy

9% V/ RI
2 8% 4 - UT When.we
ST . ° combine
T3 PA © enrollment and
55 6% R X 9 . K achievement,
. § o o ® 5%, ® MA  Pennsylvania
5 5% b o & ‘ appears to be
Q o 4% | above average,
g — but is
(o)
pa 3% overshadowed
204 by states like
0 0.2 04 0.6 0.8 1.0 Rhode Island,
Test Score Index Massachusetts,
and Utah.

from 0 (lowest) to 1 (highest)
percent-rank among states



Science and
Engineering
Higher-Ed
Degrees

(as a percent
of all degrees)
by State

Pennsylvania is about
average when it
comes to college
enrollment and
Science and
Engineering Higher-ed
Degrees as a percent
of all degrees in the
State.

Percent of degree conferred that were

science/engineering

50%

40%

30%

20%

10%

0%

Degrees, percent Science and Engineering, 2010 @ Degrees, percent Science and Engineering, 2017
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PA has increased from 28.8% to

[ ]
o,
. 33.2% (between 2010 and 2017)...
e H f
° But we remain 18th of 50.
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8%

Science and Engineering Workers

Percent of Workforce, 2017

28
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The Future Workforce Gap is Dire

Only 20 counties will see growth
in their prime working age labor
force (age 20-64)

1/4 of all counties will lose
more than 15% of their prime
working age labor force (age
20-64)

1/3 will lose between 5% and
15%

/\Erie/‘

Prime Working Age Population (25-64):
projected change from 2010 to 2040

Warren McKean Susquehanna

Tioga Bradford

b o

s
rthumberla d hampton
‘ Lebanon

Cumberland Montgomery

Lancaster
i Chester
nklin

e RC Delaware

Fayette Fral

Fulton

-40%

-

Change shown by county:




Weak Investment
Climate Across PA

Investment: active businesses,
access to capital, and investment
in physical infrastructure

Counties by score

0 areinthe Top 10%
9 are Above Average
31 are Average

21 are Below Average
0 in the Bottom 10%
6 with No Index Score

#3110

.\‘
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Fourth Economy Community Index Investment Scores
)
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N
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https://www.flickr.com/photos/greencracker/8078197076
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Innovation Infrastructure: Broadband in PA = Y
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Innovation Infrastructure: Broadband in PA

33

Source: US Census Bureau, ACS

2017 five-year estimates

the percentage of households
who have broadband at home.

Households with Broadband
PA lags behind many states on
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Blight & Disinvestment

Bradford Susquehanna

Warren McKean

Tioga

Crawford

Forest

Venango

Clearfield
Butler |~
Armstrong
Indiana

estmoreland

Mercer

Lawrence

Beaver

Washington Cumberland

(e

b Phfladelphia

Somerset

York

Franklin
Fayette T

Fulto
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Map of Low-Value
Homes in PA by County

Counties shown by
percentage of homes
below S20K in value:

B <2%

Ll 2%-3%
| 3%-4%
| 4%-5%
| 5%6%
L] 6%7%
B 7%-8%
B 8%+
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The Transportation Network is Crumbling

Al A e | Pan S S O - it JEN VRN, § - J N F N I8 § B I T T N Y ) It 7 i Clha S \ {7 'SEhenectady | | T L) X

Bridges Rated Less than 25 Points on the Sufficiency Index o . |
;/ E - ¥ 2 ? |/ Structurally Deficient Bridges ~

/| (Asof2017)
P

Obsolete and

. Source: USDOT Z\

St rU Ct U ra | | y / ~ Points filtered by:

Y Sufficiency Rating: Lower .

. ~ . Than2s .
deficient 5 et bt T

) o

1 g Functionally Obsolete ]

bridges are o [l |

{ Source: USDOT ﬂ

fa r to O Points filtered by: g

Sufficiency Rating: Lower

common

We need S2B
to fix our
bridges

MOrgantown ..

1 Marytan
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Slowing Urban Growth

The urban counties that generate S9 of every S10 of GDP in the state are slowing
and slightly higher growth in small rural counties won't fill the gap

Urban - 37 Counties Rural - 30 Counties
e 11.3 M Population e 1.5 M Population
e Account for 93% of GDP e Account for 7% of GDP
statewide statewide
e S$55.4 thousand per capita e $33.2 thousand per capita
e Average Growth of 2% e Average Growth of 3%
e 5660 billion annually e S50 billion annually
o 73% (S484 billion) in Services o 50% (S25 billion) in Services
o 17% (S112 billion) in Goods o 36% (S18 billion) in Goods
o 10% (S64 billion) in Government o 14% (S7 billion) in Government

36
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Few Pockets of

Growth

A few small counties grew faster
than the US rate of 2.4% between
2012-2015, and had a higher
increase in productivity that was
more than the US increase of

about $2,600 per capita

38 Counties —
Slower, Less Productive

Productivity, Growth Rate and Amount of Growth vs. US

12.0% 5 ° 5
19 Counties Warreh 4 Counties
S Faster, Less Productive . Faster, More Productive
s FOY’GSI v yomir‘g
8.0%
°
o
6.0% Washington
wv
=2
£
L 40% 24
H ° McNhear (o}
Ic} ° Lehigh
g ° (o]
& 2.0% Pike =
. ° ooo ° O g
Average 3 Dauphin °
056 8O Qe LBOCRStOr L Greene S
d “et °009 o O Montgomery
el WL, e
20% o s s0%0' o o° (p
Perry ° 9% Bucks Philadelphia
» o
Carbon Beaver
° (o]
50

($30,000) ($20,000) ($10,000)

$0 $10,000 $20,000 $30,000 $40,000

Per Cap GDP-US

Change Per Cap-US

Population

(s13,806) | : - c06 4754

500,000
1,000,000
) 1,569,657
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Vision and Goals

Our Common Wealth is defined by...

Who defines, who executes...

39




Intuition and Luck Versus a Plan
The analog system of economic development we have
today is an assembly of legacy programs.

Last plan’ was 20037

Are we clear about what our opportunities are, the
assets we can leverage, the issues....

...and not just handing people a box of chocolates and
hoping they work?

7,FOURTH
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BAECK TO
Prosperity

1\@}:

eeeee fng Pennsylvania

40
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Leadership and Success at Scale is a Team Effort

The economic, demographic and quality of place challenges
highlighted can not be solved by any single program or
organization in this room.

We need a scale of partnership to match the seriousness of the
challenges.

It's time to take a different approach to restoring our common
wealth and being a place to grow and thrive.

41
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Thank Youl!

Fourth Economy Consulting Rich Overmoyer, CEQ

1501 Preble Avenue, 2nd Floor

Pittsburgh, PA 15233 412.251.1607/
rovermoyer@fourtheconomy.com

412.325.2457

engage@fourtheconomy.com
www.FourthEconomy.com




