Evaluation Research and Strategy
Development for the Tourism Enterprise

Development Activities of the Progress Fund

by Martin Shields and David Hughes
August, 2006

Rural Development Paper No. 36

©2006 The Northeast Regional Center for Rural Development
Located at: The Pennsylvania State University
7 Armsby Building, University Park, PA 16802-5602
Phone: 814-863-4656 FAX: 814-863-0586
E-mail: nercrd@psu.edu URL: http://www.cas.nercrd.psu.edu

“Contributing to the well-being of small towns and rural communities.”



while the number of employees and salaries did increase for full-time and part-
time employment, seasonal employment did not experience much change. Given
the seasonality of tourism businesses, seasonal employment is an important
resource for this industry that should be given particular attention.

The Progress Fund could consider evaluating whether the following program
improvements suggested by respondents are viable: lowering interest rates,
reducing the loan application response times, increasing variety of
entrepreneurial coaching services, and increasing follow-up support. In the same
vein, The Progress Fund could consider doing more research on whether clients
are in need of larger loan sizes and whether they need support to access
additional funding through community development financial institutions (CDFIs)
to supplement the funding granted by The Progress Fund.

Other opportunities identified are in the areas of marketing and promotion. The
Progress Fund advantages identified such as better interest rate, ease of
application, and flexibility are strong values to make known for prospective
customers. In addition, it was implicit in survey responses that clients seem to be
approaching The Progress Fund and finding out their different services, with
some respondents not aware of all the services The Progress Fund provides.
Marketing channels that appear to be already in use as referrals to prospective
Progress Fund clients are commercial lenders and local/regional tourism
marketing organizations. Ways in which promotion and marketing can be
boosted include outreach activities to bring products to clients (increasing
visibility and marketing of their services), engaging previous clients/borrowers in
marketing, and networking efforts of The Progress Fund services. Opportunity
may also exist for The Progress Fund to increase the promotion of their website
and increase its visibility among current and prospective clients. Only 2% percent
of respondents found out about The Progress Fund though an internet search.

Weaknesses

After receiving The Progress Fund service, respondents were unable to see
changes in their ability to attract and retain high quality employees.

Threats

Even though the majority of respondents reported they are willing to recommend
The Progress Fund services to other businesses, an important share of them
indicated they are “not likely” and/or “not sure” if they will continue the use of The
Progress Fund services in the near future. While we are not sure exactly as to
why, it seems that the reason is that most respondents do not expect to need
additional fiinancing in the near future. In addition, the rate at which respondents
knew The Progress Fund services through pervious borrowers was very small
(2%).

63



Interesting statements from respondents:

“Initially commercial lenders refuse to finance our project”
“Commercial lenders require much more collateral”

“Other lenders were not willing to take the risk”

“It would have been more difficult” (without The Progress Fund).

Survey of Progress Fund Clients: Detailed Findings

Using a list of clients provided by The Progress Fund, we surveyed 63 Progress
Fund Businesses (see Appendix B for a detailed description of the survey
methodology). The following analyses are based on the responses of 46 clients.

Background Information

In the survey'’s first section, we asked some basic client background information.
The first item of interest was exactly how clients had heard about The Progress
Fund. It appears that formal networks were the most prevalent referral source. In
general, clients found out about The Progress Fund services through commercial
lenders (37%) and local or regional economic development organizations (28%).
While our research suggests that many tourism-based businesses are members
of local and regional tourism marketing groups, they did not seem to be a source
of referral. Interestingly, none of the clients reported “internet search” as their
source. Even though “word of mouth” received only 15%, the specified “other
sources” responses mostly related to word of mouth with a few related to local
economic development organizations.
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a. Word of mouth (another business owner)

b. Commercial lender

c. Internet search

d. Previous borrower

e. News story
f. Local or Regional economic development
organization

g. Local or regional tourism marketing
organization

h. State economic development or tourism
organization

i. Other ways of finding out about the
Progress Fund

Q1. How respondents found out about the Progress Fund

0% 10% 20% 30% 40%

50%

15%

| 37%

0%

]2%
:|4%

| 28%

] 2%
:| 4%
15%

Our next question of interest was the reported reason The Progress Fund was
chosen. The top two reasons reported by clients were “better interest rate”
(50%), and “flexibility of terms” (39%). Also important was flexibility in collateral

(33%). Together, this suggests that the “bottom line” is very important to clients.
The finding that only 22% chose The Progress Fund because they were “unable

to obtain similar services elsewhere” suggests that other organizations and
agencies are perceived to provide similar services. The Progress Fund should

continue to strive to differentiate themselves in their marketing methods.
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Q2. Reasons for choosing the Progress Fund
services

0% 20% 40% 60%  80%  100%

a. Flexibility of terms 39%
b. Easy to apply 39%

c. Better interest rate | 50%

d. More flexible collateral requirements 33%

e. Few er other requirements than other
0,
programs :l 22

f. Unable to obtain similar services elsew here 22%

g. Other reasons for choosing the Progress 0
Fund :| %

We asked clients to report the extent to which The Progress Fund was the
source of their capital. Overall, 69% of respondents received less than 50% of
their business financing through The Progress Fund, with 40% of clients
financing less than a quarter of their business expenditures through The
Progress Fund services. Only 7% financed the totality (100%) of their project
through The Progress Fund.

Q3. Proportion of total current business financing
provided by the Progress Fund

0% 20% 40% 60% 80% 100%

a. Less than 25% | 40%

b. 25% to 49% ] 29%

c. 50% to 74% I 18%

d. 75% to 99% | 7%

e. 100% | 7%




We asked about other types of capital providers that The Progress Fund clients
had used. Overall, we find that clients rely on traditional business financing
sources. Here, the three most commons sources that clients used prior to The
Progress Fund were commercial lenders (54%), self or partners (41%), and
family or friends (20%). Funding support from federal and regional government,
private sector equity investment, or venture capitalists was less than 10% in each

case.

Q4. Sources of finance 5 years ago before using the
Progress Fund loans

h. Other ways of financing

g. Regional government sources

f. State government sources

e. Federal government sources

d. Private sector equity investment or

venture capitalist

c. Commercial lenders

b. Family or friends

a. Self or partners

| 54%

[ 41%

0% 20% 40% 60%

80%

100%

Impact on Clients

In this section we examine the effects that The Progress Fund has had on its
clients’ abilities to meet their goals, and the subsequent impacts of The Progress

Fund-supported activities on the local and regional economy.

We first asked if The Progress Fund services had helped responding clients
achieve their goals, and found that 96% of them agreed. Specific areas where
various Progress Fund services have made impacts include expansion and
upgrading (30%), start-up financing (33%), general financial support (20%), and
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business development support (13%). However, in the areas of marketing and
advertising, the impact on businesses was low (4%). These findings suggest that
Progress Fund loans are used primarily for capital expenditures, rather than
business operating expenses.

Q5b. How various support services have helped
clients to achieve their goals

0% 20% 40% 60% 80% 100%
a. Expansion and upgrading 30%
b. Start-up financing 33%

c. Business development support 13%

d. Financial support 20%

e. Marketing and advertising :| 4%

We asked clients if they would have been able to proceed without on their project
without support from The Progress Fund. Here, 57% of clients indicated that they
still would have been able to proceed with their business projects even without
The Progress Fund support. This suggests that The Progress Fund is not a sole-
source provider of these services, and that the market is quite competitive.
Accordingly, The Progress Fund must continue to strive to differentiate itself from
other financial service providers.

One recognized area of strength for The Progress Fund is that it is perceived to
offer an advantage by making it easier and faster than other lenders to obtain a
loan. In our focus group work, one of the greatest frustrations that businesses
spoke about is the amount of paperwork they must fill out when applying for even
small loans in the private lending sector. For some, this turned them off to the
private lending sector, and they turned to personal resources. While
accountability remains paramount, this finding suggests that The Progress Fund
should regularly evaluate its lending and follow-up procedures and requirements
to minimize the complexity and burden. This would especially help vis a vis
government supported loans.

When we probed about how the project would have been alternatively financed,
we found a very interesting positioning of The Progress Fund. Here, businesses
suggest that they would have turned primarily to “personal initiative” (personal
and family savings [45%]) as the means by which they would generate the
necessary capital. Conversely, only 14% would have turned to the commercial
lenders. Further, 27% did not have any immediate plan on how they would
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otherwise have financed their businesses. These findings suggest that it may be
the case that The Progress Fund is a “last lending source,” at least for some
small businesses. Spun more positively, The Progress Fund appears to be
providing services and financing that many tourism-based businesses are unable
to obtain from the commercial sector.

Those who would not have been able to fund their business without The
Progress Fund (43%) identify significant barriers in the private sector, such as
requirement of more collateral and their perception of the tourism industry as
seasonal (high risk). Overall, this suggests that The Progress Fund is filling
an important niche in providing capital to small, tourism-based businesses
which might not otherwise be able to obtain it.

Q6b. Without the support of the Progress Fund, how
would the business project have been funded?

0% 20% 40% 60% 80% 100%

a. Private sector (commercial lenders and
| 14%
bank loans)

b. Personal lnltlat!ve (personal/family :l 45%
savings)
c. No immediate plan in place |27%

d. Communlty D.evelopment Financial D 5%
Institutions support

e. Business equity D 9%

We asked businesses about any unforeseen benefits they might have enjoyed as
a result of The Progress Fund services. Of our respondents, 41% reported
receiving some unforeseen benefits. To this end the overwhelmingly most
popular response was marketing and networking opportunities (76%). Here,
client dealings with The Progress Fund seem to generate new opportunities and
linkages that are perceived as helpful to their businesses. Given The Progress
Fund’s specialization, this aspect of the counseling services should be
highlighted and perhaps strengthened. In future marketing efforts, The Progress
Fund may want to solicit testimonies from past clients to highlight some of these
unexpected effects.
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Q7b. Unforeseen benefits received from the Progress
Fund services

10 20 30 40 50 60 70 80 90 100
0% % % % % % % % % % %

a. Marketing and networking opportunities 76%

b. Business planning D 6%
c. Financial rewards (grants) D 6%

d. Personalized assistance | 12%

We also asked about how The Progress Fund services can either leverage
additional resources or, at a minimum, help clients become savvier when dealing
with commercial lenders. Overall, there is no real consensus about how The
Progress Fund services affect clients’ skills in this regard. Whereas 7% of clients
strongly disagree with the statement that The Progress Fund loan helped them to
get better services and/or lending rates from banks and commercial lenders, 11%
strongly agreed with it. Should this be a desired outcome for The Progress Fund,
future client services might seek to strengthen businesses’ abilities to deal with
other lenders.

Q8. "The Progress Fund loan helped me to get better service and/or
lending rates from my bank or other commecial lenders"

50%

43%

40%

30% - o
0

18%

20% - °

11%

10% - [
0%

Strongly Disagree Agree Stronglyagree  Not applicable
disagree

One of the most important indicators of the impact of The Progress Fund
services on its clients is how client sales and visitation change subsequent to
receiving these services. Here, we find strong evidence that most Progress Fund
clients have experienced growth after accessing Progress Fund services.
Specifically, two-thirds (66%) of The Progress Fund clients that responded
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reported growth in sales/visitors since they obtained a Progress Fund loan; with
20% reporting a substantial increase (greater than 20% growth), and 23%
reporting a moderate increase (10%-20% growth). Thirty-one percent reported no
change, while only 3% reported a decrease. While we cannot say with certainty
that The Progress Fund loan was directly responsible for the subsequent
success of the business, it seems that these services are important.

Q9. Change in tourism sales/visitation since
obtaining the loan from the Progress Fund

0% 10% 20% 30% 40% 50%

Substantial Increase (20% or more) | 20%
Moderate Increase (10% to 20%) | | 23%
Small Increase (1% to 10%) | | 23%
No Change 7 |31%

Small Decrease (-1% to -10%) |0%
Moderate Decrease (-10% to -20%) [_]|3%

Substantial Decrease (-20% or more) |0%

Employment change is the second indicator we examine in determining the
impact of Progress Fund services and loans. Here, 54% of responding clients
indicate that they hired additional full-time workers since receiving their Progress
Fund loan. Further, 53% of respondents indicated they added part-time workers,
and 39% added seasonal workers. There were very few businesses that reported
any decline in employment since receiving Progress Fund services.
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Q10. Employment change since obtaining the loan
from the Progress Fund

100%
80%
61%
54% 53%
0f
60% 46% 45% 39%
40% -
20% 1 0% 3% 0%
0%
Full-Time Part-Time Seasonal

‘Dlncreased W Decreased []Did not change

Looking at specific employment numbers, Progress Fund clients, on average,
reported an additional 3.3 full-time, 3.1 part-time and 4.4 seasonal jobs since
receiving their loan (Table 15).

Table 15. Average number of jobs created and saved by businesses working with
Progress Fund assistance

Mean number of new jobs Mean number of fewer
Type of generated after receiving workers the business would
employment | services from The Progress | employ if no Progress Fund
Fund (of those whose services would have been
employment increased) received
Full-Time 3.3 14
Part-Time 3.1 1.3
Seasonal 4.4 11

Another way at looking at The Progress Fund’s impact on employment is to
examine decline in the number of jobs a business would expect to have had they
not received their Progress Fund loan. Here, the survey respondents reported
that without their Progress Fund loan they would have had, on average, 1.4
fewer full-time workers, 1.3 fewer part-time workers and 1.1 fewer seasonal
workers.

While the evidence suggests that The Progress Fund has an important impact on
employment, we are also interested in how Progress Fund services affect
workers wages. Here the evidence shows that 63% of respondents report an
increase in wages/salaries of full-time workers. At the same time, 50% of
respondents reported wages for part-time workers increased since the business
obtained their Progress Fund loan.
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Q12. Change in wages and/or salaries of employees since
obtaining the loan from the Progress Fund

100%

80% - 63% 70%
60% - 50% 47%
40% - 34% 30%
20% H 3% 3% 0%
0%
Full-Time Part-Time Seasonal

dIncreased @ Decreased []Did notchange

Employee retention and retraction is an important problem facing tourism-based
businesses. This is due to the fact that, in some instances, the wages may be
low, benefits may not be offered, and/or the job may be seasonal. Indeed, our
focus groups suggest that this is one of the paramount problems facing tourism
businesses. In this survey we are interested in how employee retention and
attraction has changed for Progress Fund clients since they received their loans.

Overall, we find that only about one in five Progress Fund clients find employee
retention easier after obtaining a Progress Fund loan. Specifically, 22% of
respondents reported it was easier to retain full-time employees after they
received their Progress Fund loan. Some respondents also report that retention
was easier for part-time workers (19%) and seasonal workers (14%). While it is
notable that some businesses benefited, this relatively small percentage
suggests that The Progress Fund loans are not that likely to make employee
retention easier.
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Q13. Change in the ability to RETAIN high quality
employees since obtaining the loan from the Progress
Fund
100 765 o0 7950
o
60% -
40% | 22% 9
20% - |—| 3% 1o% 3% 14% 74
0%
Full-Time Part-Time Seasonal
‘DEasier W Harder O Did not change

A similar pattern was found in the ability of clients to attract new high quality
employees after receiving the support from The Progress Fund. Clients were
more able to attract new full-time employees and at least as able to attract new
seasonal employees. On the whole, the majority of clients did not see any
changes in their ability to attract new workers (full-time, part-time and seasonal),
after receiving the support from The Progress Fund.

Q14. Change in the ability to ATTRACT new high
quality employees since obtaining the loan from the
Progress Fund

100%

.y 68% 76% 76%
-
60% -
0,
40% |  29% 21% e
20% - 3% |—| 3% 7%
0%
Full-Time Part-Time Seasonal

‘ O Easier @mHarder [ODid not change

Satisfaction

The final section of this analysis examines Progress Fund client satisfaction,
focusing on overall satisfaction, satisfaction with counseling services, and room
for improvement. We also examine the likelihood that clients would approach The
Progress Fund again for capital and recommend the Fund to others.
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Overall, 86% of clients reported being “satisfied” or “extremely satisfied” with the
The Progress Fund'’s financial services program. When looking at components of
the program, 86% were either satisfied or extremely satisfied with the process of
obtaining the loan, while a remarkable 93% reported being satisfied or very
satisfied with the personnel and staff services.

Q15. Percent of clients "extremely satisfied" or "satisfied" with
the following aspects of the Progress Fund services

0% 20% 40% 60% 80%

100%

a. Overall financial

: | 86%
services program

b. Process of obtaining

%
the loan |86 0

c. Personnel and Staff

. 93%
Service | °

With regard to The Progress Fund’s entrepreneurial coaching services,
respondents find initial consultations (61%) and post-lending follow-up (46%) as
either “useful” or “extremely useful.” Other services were not highly valued by a
large number of respondents. Specifically, marketing assistance and credit
analysis and counseling were viewed as “useful” or “extremely useful” by only
31% of respondents. Project planning and referrals scored even lower.

Q16. Percent of clients rating the following
entrepreneurial coaching services as "extremely
useful” or "useful”

0% 20% 40% 60% 80% 100%

a. Initial consultations | 61%

b. Credit analysis and counseling
c. Project planning

d. Marketing assistance

e. Referrals

f. Post-lending follow up

| —
| —

| E—
| —

| 46%
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The results here seem to suggest that The Progress Fund is viewed, first and
foremost, as a lender. Additional counseling services do not appear to be highly
used and/or valued by a substantial number of respondents. We suspect a little
of both.

Because The Progress Fund views itself as more than a lender, we suggest that
the Fund work in two ways. First, The Progress Fund should strive to establish a
unique identity to its business services. This may mean a greater formalization of
its business counseling services, perhaps with unique program materials and
advertisements. Second, we suggest that The Progress Fund more aggressively
market its educational programs as a stand-alone product. Our focus group work
suggests that tourism-based businesses have unique needs that sometimes are
not adequately met by either commercial lenders or local, regional, and state
tourism and economic development efforts.

We also asked for suggestions on improving The Progress Fund program.

e Not surprisingly, respondents indicated that they would like to have lower
interest rates, with 40% reporting this.

e There was no strong consensus on other measures by which The
Progress Fund could improve. Beyond lowering interest rates, some of the
factors more likely to be in control of The Progress Fund include faster
loan application response times (13%), an increase in the variety of
entrepreneurial coaching services (13%), an increase in follow-up support
(11%), and “other" (11%) as relevant ways to strengthen Progress Fund
services. Among the specified other ways, clients expect The Progress
Fund to make all of their programs known (marketing).
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Q17. Percent of clients reporting the following as ways
to strenghten service of The Progress Fund

0% 10% 20% 30% 40% 50%

a. Improve application process 9%

b. Faster loan application response times 13%

c. Improve quality of entrepreneurial coaching :|
services

d. Increase variety of entrepreneurial coaching :I 150,
. 0
services

e. Increase follow up support 11%

f. Staff more knoledgeable about financial .
services program :| >

g. Low interestrates 40%

h. Other ways to strenghten services of TPF 11%

We went on to ask what impediments The Progress Fund places on its clients

that may adversely affect satisfaction. Once again, there is no clear-cut aspect of

the program that is particularly troublesome. The largest impediment was the

maximum allowable loan size, but this was an identified problem for only 11% of

respondents. All other factors were reported as an impediment or significant
impediment by fewer than 10% of respondents.
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15%

Q18. Percent of clients reporting the following issues as a
"significant impediment" or an "impediment" to the use of
services
0% 5% 10%
a. Application process | 5%
b. Financial assistance coaching service | | 6%
c. Marketing assistance coaching service | ] 6%
c. Referrals coaching service | ] 6%
d. Payment structure | | 8%
e. Staff service 7 ] 8%
g. Loan size | ] 11%
h. Flexibility 7 ] 8%

Although clients reported being satisfied with the services of The Progress Fund
overall, only 37% of respondents reported that they were “likely” or “very likely” to
use Progress Fund services in the next few years. While this may not seem like a
very high number, it is important to keep in mind that many of the businesses
may not need any type of similar financial service during the next few years.

Q19. Likelihood of clients to increase use of PF
services in the next few years
0% 10% 20% 30% 40% 50%
Very likely 14%
Likely | | 23%
Not likely | | 26%
Not sure | 37%

To get an alternative sense of satisfaction, 84% of The Progress Fund client
respondents reported that they would recommend The Progress Fund to others.
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Survey of Tourism-based Businesses: Summary of Findings

Recognizing the diversity of the tourism industry, it was essential to capture
businesses beyond those supported by The Progress Fund. Accordingly, a
second survey was conducted to supplement the finding of the first survey. This
survey targeted 651 randomly selected tourism-based businesses (with fewer
than 40 employees) in Pennsylvania and West Virginia, asking some of the same
set of business background questions asked in the first survey, such as business
size, revenues, number of full- and part-time employees, and wages. In addition,
selected businesses were surveyed concerning their demand for services that
are offered by community development financial institutions (CDFI) such as The
Progress Fund. They were asked to indicate the types of assistance they need in
terms of financial planning and funding that CDFIs offer, their awareness
concerning CDFI-based services, and who they turn to for information in seeking
advice about business (including business finance) planning.

The following discussion is based on the results of the survey of tourism-based
businesses, made up of only respondents who reported that tourists or travelers
are part of their customer base. Strengths, weaknesses, and threats were
identified. In addition, some weaknesses were translated into potential
opportunities for The Progress Fund and for the businesses themselves.

Strengths

Most businesses in the sample are locally owned and operated, and are mostly
set up in the form of family businesses, sole proprietorships or corporations.
Tourism-based businesses believe that they enhance the quality of life of local
residents and that the jobs they provide are valued by their communities.

Being under current ownership for an average of 19 years, businesses are
considered stable. This is seen as an advantage for the growth of those
businesses in that it may help to ensure the continuity of business planning and
projection.

Most of the support businesses receive comes from local institutions such as
chambers of commerce, community colleges and universities, and local regional
economic development corporations, as well as other state agencies. This is
consistent with the high affiliation of businesses with local tourism organizations,
in particular the Chamber of Commerce. Business affiliation with agencies was
also highly associated with perception of the usefulness of such associations.
Respondents indicated that local tourism promotion agencies understand the
tourism-based business needs.
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Considering the industry as a whole, it was noted that business in the sectors of
tourism attractions, non-franchise eating/drinking establishments, specialty retail,
lodging and recreational activities are predominant in the PA and WV area.
Additionally, the high number of women business-owners in the sample indicates
the tourism industry offers an advancement opportunity for this segment of the
population.

Tourism-based businesses experience and anticipate sales growth and
expansion

Overall, the financial situation of responding businesses appears to be in good
shape, with 66% reporting increases in sales over the past 3 years and with 27%
experiencing moderate to substantial increases. As for the short term, the
anticipated sales by businesses follow a similar growth pattern. In addition, it is
relevant that 82% of all businesses have upgraded their facilities in the past 5
years and 52% plan to expand or diversify their operations in the next 3 years.

Weaknesses

The following weaknesses identified from the survey can guide The Progress
Fund in their planning for financial and technical support for the tourism industry,
and also to explore further opportunities to boost this industry.

First and foremost, businesses reported that they receive little or minimal amount
of support from municipal governments as compared to state and federal
government agencies. This is reflected in business owners’ perception that local
governments neither understand nor see economic development as priority areas
for local area development. In support of this claim, businesses reported that
they do not receive adequate assistance in business planning from local
government agencies and other institutions.

Respondents also reported that they have marketing problems. One potential
reason is that that there is great variability in the level of understanding of the
importance of tourism advocacy institutions like Chambers of Commerce and
conventions/visitor bureaus, as well as regional, state, national and even
international trade associations. Some technical assistance in this area could be
very helpful to the development of the industry.

Most of the businesses reported that they have problems with accessing and
retaining labor for the expansion of their businesses. The reason accounting for
this may be associated with the failure on the part of the businesses to provide
living wages and benefits that are enticing.

Threats
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External factors that are becoming obstacles for the tourism businesses include
increasing energy costs, high health insurance costs, and problems associated
with economic conditions. Additionally, an inherent difficulty tourism-based
businesses are concerned with is tourism’s seasonality. Therefore, tourism-
based businesses are susceptible to financial struggles if sales during the
summer season are low. In addition, tourism business expressed having
difficulties in accessing capital and financing. When seasonality and limited
access to capital are combined, the ability of tourism businesses to grow
becomes compromised.

Finally, there seems to be an inconsistency regarding the value of the jobs the
tourism industry provides. On the one hand, businesses express that their
services and jobs are valued by the community. On the other hand, many of the
jobs these businesses offer low wages with very few or no benefits.

Opportunities

The following can be considered opportunities for The Progress Fund based on
some of the identified weaknesses of the tourism-related businesses:

= Encourage tourism-based business to affiliate with tourism trade
associations as an effort to increase their visibility and marketing. It is
important that businesses understand and realize the benefits that the
different associations provide, especially with respect to state-level policy
and funding opportunities.

= Aggressively market its services to tourism-based businesses. The current
support from commercial lending institutions in general is low for this
industry. This is especially relevant considering the fact that 40% of all
business plans to undertake major renovations within the next 3 years, of
which 90% will require major capital expenditures. Additionally, 38%
indicate that access to capital/financing is a difficulty to undertake their
expansion plans. Businesses also reported the use of credit cards
(commercial banks) as most common source of funding.

= Explore the opportunity that new coaching services could emphasize
workforce training issues. This would help business owners to improve
working conditions for employees to reduce the current high labor
turnover.

= Encourage the development of regional initiatives such as tourism
websites, festivals/events, travel/visitor guides, media relations and
packaging of tourism vacations. This could help to address some of the
marketing problems reported by businesses.
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Survey of Tourism-Based Businesses: Detailed Findings

The following analysis is based on the 127 responding businesses who reported
tourists or travelers are a part of their customer base.

Background

In order to put our analysis of tourism-based businesses in context, we provide a
basic description of our survey respondents.

Sixty-seven percent of the respondents considered their businesses as “tourism
destinations.”

Businesses were asked to categorize their service offerings. The predominant
sectors among the businesses surveyed were tourism attraction (34%), specialty
retail (29%), non-franchise eating and drinking establishments (28%), and
lodging (24%).

Q3. Goods and services provided by the businesses (percent)

0 10 20 30 40 50 60 70 80 90 100

Tourism attraction | 34%

Recreational activity 21%

Professional service 6%

Lodging 24%

Camping 10%

Specialty retail ] 29%

Franchise eating/drinking establishment [] 2%

Non-franchise eating/drinking establishment 28%

Agri-tourism [ 7] 13%

Interpretive activities (tours,etc) 13%

Other goods and services 15%

Most responding businesses were open all-year long, although many were not,
reflecting the fact that some activities are seasonal. Businesses were most likely
to be open in the summer months of June, July, and August. At the same time,
businesses not open all year were most likely to be closed in winter. While this
pattern was true of all businesses, seasonality was especially notable for tourism
attractions.
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Q4. Business operations by season (percent)
100
78% 88% 81%
80 - 67%
60
01 20%
16% 15% 0 2
20 - 7% 9% 2% 4% 13%
0
Spring Summer Fall Winter
‘I:IPart time EFull time OClosed ‘

Most of the businesses that responded were quite well-established. The mean
number of years that responding businesses have been under the current owner
was 19 years. This indicates that the ownership of these businesses was quite
stable.

We also asked about the ownership structure for the business. The most
common types of businesses reported were corporations (38%), sole
proprietorships (32%), and family businesses (28%).

Q7. Type of business (percent)

0 20 40 60 80 100
Corporation ] 38%
Sole proprietorship ] 32%

Family business —]28%
Other [111%
Partnership []7%

Limited partnership [ 3%

Subsidiary or branch [| 1%

Responding businesses were very hands-on. In 86% of the responding
businesses, at least one of the owners was involved with the day-to-day
operation.

With regards to the type of business, most were locally-owned (81%), with a few
being part of national, regional, or international companies.
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Q8. Type of business (percent)

0 20 40 60 80 100

Locally owned and

operated 811

Other type of business | 10.2

A franchise | 6.3

Owned by someone who D 24
does not live in the area :

Part of a national company D 1.6

Part of a regional company ﬂ 0.8

Part of an international
company

73% of all businesses reported they were partly- or fully-owned by women.

Human Resources/Workforce

After developing a basic profile we solicited information on employment and
wages. On average, responding businesses reported 5 full-time workers, 5 part-
time workers, and 11 seasonal workers (Table 16). This small number of
employees is not surprising given that we limited our sample to small businesses
(fewer than 50 employees).

Tourism jobs are often criticized for being low-paying. While responding
businesses did pay lower wages than overall state and national averages, wages
were higher than minimum wage. As expected, full-time workers had the highest
average hourly wage ($10.80 per hour), leading to annual earnings of about
$22,000. Seasonal workers wages were lowest ($6.90 per hour), but still higher
than minimum wage. In our focus groups we followed up on this point, asking,
pointedly, if the statement, “Tourism-based businesses provide lousy jobs,” was
a myth. Focus group participants did not deny that the jobs were on the lower
end, but offered two interesting responses. First, they argued that the intense
competition for travelers and high consumer expectations did not allow them to
pay their workers more. Second, one respondent admitted that wages were low,
but noted that many of their workers are first-time labor force participants who
are gaining important workplace skills such as personal responsibility, reliability,
and team-work. They further noted that the seasonality and part-time nature of
some of their jobs was actually attractive to a large number of their workers, who
were using this job to supplement household income.
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One point of special interest is an estimate of the number of employees that are
the primary household income provider. Responding businesses reported three
of five full-time workers were the primary income provider, while two of five part-
time workers were the primary income provider. Coupled with the wage
information this is an important finding in that it tends to confirm the suspicion
that many of these jobs are seasonal and relatively low-paying. Yet given the
importance of the sector as an income source for many households, it is
important to build a climate that maintains this option.

Table 16. Basic employment and wage data for survey respondents

Average Number | Average Average Primary
Currently Hourly Household Income
Employed Wage Provider
Full-time 5 $10.80 3
Part-time 5 $7.80 2
Seasonal 11 $6.90 2

Looking at recent changes in employment, we found that the number of workers
remained unchanged between 2003 and 2004 for most responding businesses.
Overall, 14% of responding businesses reported an increase in the number of
full-time employees, while 10% reported a decrease. Responding businesses
were more likely to experience an increase in part-time and seasonal
employment between 2003 and 2004, with nearly one in five reporting they
added these worker types. One possible explanation is that these businesses are
slowly emerging from the recession of 2001-2002; often businesses emerging
from recessions will first add part-time workers and then convert them to full-time
positions when convinced that the recovery is real.

Q15. Employment change between 2003 and 2004
(percent)
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Following up on this point, we asked businesses to estimate their future
employment growth. Overall, respondents were fairly optimistic about their future
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hiring plans. While slightly more than half of the respondents did not anticipate
any changes in the number of employees over the next three years, a third
expected to see some increases. Conversely, fewer than 5% expected a
decrease in the number of employees over the same period.

One common criticism of tourism jobs is that they do not provide benefits, most
importantly health insurance. Our survey respondents, for the most part, fit this
perception, with the majority of businesses in the study (62%) reporting that they
do not provide any form of benefits to their employees. For the businesses that
do provide some benefits (38%), full-time employees are more likely to receive
benefits than part-time employees.

Of businesses that do provide benefits, the most common types for full-time
employees were paid vacations and health insurance, with 30% and 27% of
businesses that offer benefits offering these benefits, respectively.

Q17. Types of benefits provided to employees
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Previous research and our own focus group efforts suggest that tourism-based
businesses often struggle to retain good workers. We posed this question in our
survey, and more than half (51%) of respondents indicated that they have
recently found it harder to retain high quality employees while only 8% have
found it easier. The remaining 40% of respondents reported not having
experienced any changes at all in their ability to retain high quality employees.
While this may not be surprising given that many industry positions are neither
high paying nor offer benefits, it is nonetheless an important issue for many small
tourism-based businesses, as high turnover imposes a number of costs on
businesses, such as lost productivity, recruiting, and training.
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Sales

We asked businesses to provide approximate total sales from 2004. Overall,
54% of businesses reported sales of less than $250,000, not a surprising figure
given our sample. Of these, 17% reported annual sales of less than $50,000.
Examining sales by owner gender, there were no real differences between
respondent businesses fully- or partly-owned by women and all businesses.
However, for businesses reporting approximate total sales of less than $500,000,
businesses owned by women were slightly more likely to fall in this category
(57%)

Q19. Approximate total sales in 2004
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While the survey was conducted for tourism-based businesses, it must be noted
that tourists are not the sole customer base of our respondents. For example,
restaurants and gift shops are among those businesses that count both visitors
and local residents as customers. To assess the relative contribution of visitor
spending, we asked businesses to estimate the percentage of sales by customer
place of residence; overall, respondents indicated that most of their sales were
sourced from the county (44%). Of those not in-county, 34% of sales were
attributed to visitors from the same state, while 20% were attributed to people
from neighboring states. Remaining sales were attributed to people from the rest
of the US and international visitors. Overall, these findings suggest that most of
the tourism sales in these businesses are generated by local tourists, indicating
that many of the businesses in the region are not affiliated with national
attractions. This is an important finding as increases in fuel prices may mean
people are more likely to travel closer to home. Thus, local growth might be a
result of a decline in destination tourism.
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When asked about changes in sales over time, about 66% of businesses
reported an increase in sales while 19% experienced a decrease in sales
compared to three years earlier. Major reasons accounting for increased sales
were expanded offerings, improved business practices, favorable weather
conditions, and amount of advertising and promotion of the area. The expected
sales for 2005 followed similar trends as 57% anticipated increases in sales and
21% anticipated a drop in sales.

We were interested in what types of changes businesses planned to make during
the next three years. Of respondents, 35% planned no change in operations, and
17% did not know what changes they would make. Thirty-one percent of
respondents expected to expand their operations, suggesting that many tourism-
based businesses are confident about their future. Additionally, 21% of
responding businesses indicated that they plan to diversify their operations. Only
6% of responding businesses were planning to move to a new location, and only
3% planned to move to reduce their operations.

Q24. Planned changes for the business in the next 3
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Regional Promotion

In the next aspect of this project, we asked businesses to identify priority
strategies for promoting regional tourism. Promotional ideas generating the
greatest support included regional tourism website development, regional
festival/events promotion, and regional travel/visitor guides. Interestingly, capital
investment programs, such as road construction and maintenance and downtown
revitalization efforts, received less support. One aspect that we did not ask about
in the survey, but came up in the focus groups, was signage on the interstate and
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state highways, especially in Pennsylvania. Here, businesses were interested in
getting listed on the highway signs but could not afford to or were told that their
business did not qualify. Overall, businesses felt that this is an important
opportunity, but they do not have adequate/affordable access to it.

Q25. Percent reporting the following regional
tourism development/promotion activities as
high priority (4 & 5 on the scale)
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Future Plans and Growth Needs

The next section of the survey asked respondents to describe recent and
planned business investments. Overall, most responding businesses (82%)
reported that they have upgraded their facilities in the past five years. Of these,
48% spent less than $25,000 on such upgrades, while about 27% reported they
spent more than $100,000.
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When we asked about future expansion plans, we gained more evidence that
businesses continue to expect to invest in their operations. Specifically, 40% of
all responding businesses indicated that they plan to undertake major
renovations to their current facilities in the next three years. Of these, 90% were
reported to involve major capital expenditures.

We asked about business expansion plans, and 41% of all responding
businesses said that they plan to expand their operations in the next 3 years. Of
these, 63% reported that the expansion will lead to additional services for
customers. In terms of job creation, 50% of responding businesses expected an
increase in employment, 50% also reported an increase in investment in
equipment and technology, and 42% expected an increase in floor space.
Overall, our results suggest that tourism-based businesses are aggressively
seeking to maintain and update their facilities and offerings. Our focus group
work suggests that these investments are necessary due both to depreciation of
assets as well as the need to continuously improve visitor experiences.

While tourism-based businesses were actively seeking to invest in their
operations, a large number of responding businesses (76%) indicated they face
constraints or difficulties in their bid to expand their operations. Among the
difficulties reported, “access to capital/financing” (38%), “seasonality of the
business” (38%), and “labor availability” (33%) were the most commonly
identified expansion impediments. The situation for women-owned businesses
was not different, except that the percentages were higher for “seasonality of
business” (53%), “labor availability” (43%) and “access to capital” (30%). Given
that such a large number of respondents expressed capital access as a
constraint, there seems to be substantial opportunities for The Progress Fund to
continue to grow its operations. Especially paramount here may be coaching
services that help businesses better understand lender requirements. Another
useful activity may be to actively educate tourism-based businesses about non-
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traditional capital sources, including CDFIs and state and local economic
development agencies.

Q30d. What types of difficulties is the business experiencing
with its expansion/renovation plans?
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Financing

Looking specifically at financing options, we asked businesses to report on their
ability to access capital. Here we found great variability in responses. More than
a third of all businesses reported that they are “always” able to secure sufficient
capital through financial institutions or other means, and 18% reported that they
are “often” able to do so. However, 24% of responding businesses reported that
they were able to secure funding “sometimes,” and 6% reported that they were
“never” able to secure capital through financial institutions or other means.

We then asked businesses to report their most common sources of business
funding. The leading response was credit cards, with 25% of responding
businesses reporting that they used them for financing. The likely reasons are
ease of use, no need for collateral, and the ability to use them to cover operating
(rather than capital) expenses. Other important sources included grants from
foundations or government (21%) and family investors (25%). Interestingly, less
than 4% reported community development financial institutions (CDFI), and loans
from local economic development organizations and government as their main
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funding sources. Overall, this suggests that many tourism-based businesses
access capital through a variety of measures. Especially interesting is the
importance of grants in tourism-based business financing.

We asked businesses if they had applied for a traditional loan over the past five
years. Over this time period, 59% of responding businesses reported that they
had done so. Most of the businesses that had applied received their loans (88%).
In cases where respondent businesses’ loan applications were denied, the
primary reason cited was “insufficient equity or collateral” (57% of denials). Other
reasons attributed to denial included “too risky” (14%), “inadequate repayment
ability” (14%), and “other” (14%). Very few businesses reported lack of a
business plan as a reason for denial.

For those businesses that had applied for loans, we asked the type of lending
source they approached. Here, commercial banks were the most recurrent, with
91% of loan seekers applying to commercial banks only. Less popular lending
sources included credit unions, federal and state loan programs, local economic
development organizations, and others. Overall, this suggests that tourism-based
businesses do not look far beyond commercial banks for loans. The reasons are
not clear from the survey, but focus group comments seem to indicate that one
reason is that many economic development organizations express little interest in
tourism-based businesses.

Challenges

In this section of the survey, we asked tourism-based businesses to describe the
greatest challenges that they face today. Here we report on the percentage of
respondents who indicated an issue as a “problem” or “significant problem.”

Overwhelmingly, the greatest perceived problem was energy costs, with 70% of
responding businesses identifying this issue. Two other notable problems
included health insurance costs (55%) and economic conditions (50%). When
thinking about the health insurance issue, it is important to keep in mind that
many surveyed businesses did not provide health insurance benefits to their
employees. When considering only businesses that did provide insurance, this
issue is paramount. With respect to economic conditions, our results suggest the
importance of the overall national economy in determining the health and
prospects of the industry. One issue that is not particularly striking in our survey,
but that did arise in our focus groups revolves around workforce. While wages
were not perceived a major problem, work ethic and employee retention were. It
is worth noting, though, that other studies suggest that these issues are less
common in businesses that offer higher wages and benefits. If the costs of
employee turnover, etc., are high, businesses may actually be well-served by
increasing their wages somewhat. This is an issue that merits further attention.
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Q35. Percent of respondents reporting the following issues as a
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Policy

We next turn our attention to the policy options that can affect the success of
tourism-based businesses. We begin this section by looking at the overall
impression responding businesses have about their local economic conditions.
Overall, there was substantial variability in perceptions. Here, over a quarter of
responding businesses (27%) reported that the business climate in their
community was “poor” or “very poor.” By contrast 30% reported that the
conditions were “good” or “excellent.” This is not surprising given the variability in
economic performance across the study region.

We then asked businesses to comment on their perceptions of government
(municipal, county and state) interest in their success. Overall, responding
businesses tended to think that all levels of government were, at best, ambivalent
about their business’ success. For example, 46% of businesses either disagree
or strongly disagree with the statement, “Municipal government is interested in
your business’ success.” For county and state governments, the results are 42%
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and 50% disagreeing, respectively. Combined with our focus group findings, we
see that small, tourism-based businesses feel that they are not highly valued by
government. Instead, businesses in this sector tend to believe that government
favors bigger businesses and those involved in the manufacturing sector.

Government is interested in their businesses
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We then asked businesses their agreement with the statement, “Government
understands the needs of tourism-based businesses.” Although responses were
more evenly distributed than in the previous question, there were some definite
differences between levels of government. Specifically, state government was
seen as more understanding than county government, which was viewed as
more understanding than local government. Thus respondents tended to express
agreement as governmental institutions become less local. Focus group work
suggests that this is consistent with expectations, with businesses expecting
leadership at the state and regional, rather than local, level.

Government understands the tourism industry
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We asked businesses to indicate their level of agreement with the statement,
“Government sees economic development as a priority.” Overall, businesses
tended to agree with this statement; the greatest variability was at the municipal
level, with 21% strongly disagreeing.

Government sees economic development as a
priority
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From a policy perspective, answers to the preceding questions indicate that state
government is seen as the primary economic development driver, especially as
related to tourism. This may be due to the role that the state has taken in
providing leadership on tourism promotion efforts or perhaps a seeming lack of
interest/capacity at the municipal government level.

This result is especially relevant in the context of our focus group work. In our
conversations with tourism-based businesses, there was a tendency to think that
the state should and could have a strong role in industry promotion. But—for
Pennsylvania at least—businesses tended to think that this potential was not
being met. They believed that there was little coordination of the state’s various
tourism regions, as defined by the state. And they were troubled by the
seemingly constant shifting of the boundaries of these regions. They believe that
much of this results from the reorganization that typically comes as a result of
changes in gubernatorial regimes. Businesses stressed the need to establish and
maintain regional brands; constant changing of message and regional
boundaries are believed to confuse visitors.

We then followed up on the preceding series of questions by asking respondents
their level of agreement with a number of issues surrounding both the industry
and the specific business. In the chart below we indicate the percentage of
responding businesses that either “agree” or “strongly agree” with assorted
statements. Key findings include:
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Responding tourism-based businesses tended not to think that they have
adequate access to business planning assistance. Focus groups
suggested that needs are not being met by Small Business Development
Centers (SBDCs), which some thought focus primarily on manufacturing.
This is an opportunity for The Progress Fund.

Respondents tended not to think that local lenders understand their
needs. For example, operating capital was an important need, but
businesses had a hard time securing loans for this. This may explain the
importance of credit cards and friends and family as business financing
sources, as described earlier.

Local economic development agencies also were not seen as supportive
of the industry by most respondents. Focus groups thought that these
organizations focus exclusively on manufacturing.

While respondents were more likely to agree that local tourism
development agencies understand their needs, it is notable that less than
half expressed any real sense of agreement with this statement.

While two-thirds of responding businesses “agreed” or “strongly agreed”
with the statement that “tourism-based businesses enhance the quality of
life of local residents,” only 44% expressed any real agreement that
tourism jobs are valued by the community.
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Tourism Promotion Programs

We then asked businesses to report on tourism promotion and other business
organizations. Overall, 79% of responding businesses reported that a local
convention and visitor bureau existed in their region. Of these, 74% said they
were members of one or more of these bureaus. On their membership to various
levels of tourism associations, respondents were most likely to be members of
the local Chamber of Commerce (61%). When looking at tourism associations,
reported membership was higher in tourism associations at the regional (36%)
and state (23%) level than at the national (12%) and international (2%) levels.
Focus group participants indicated that the local Chamber was an important
source of information on business planning, whereas policy education, especially
as related to the industry, was attained from tourism trade associations.
Convention and visitors bureaus were seen primarily as resources for hospitality
training and marketing assistance.
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Q39. Affiliation to tourism
associations
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We asked businesses to describe the usefulness of various tourism and
economic development groups to their business. In the following chart we show
the percent who viewed the resources offered as “useful” or “very useful.”
Topping the list are local convention and visitors’ bureaus (47%), followed by
regional tourism associations (35%) and chambers of commerce (35%). As we
move from local to state, national, and international levels, reported usefulness
declines dramatically.
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Q40. Percent of respondents reporting the following
programs as"very useful” or "extremely useful” to their
business
(values 4 or 5)

0% 20% 40% 60% 80% 100%

a. Chamber of Commerce | 35%

| 47%

c. Regional tourism association | 35%
| 28%
e. National tourism association | 13%

]6%

In the following series of charts we show how the responses varied by affiliation.
Not surprisingly, members of the various organizations were much more likely to
find those organizations useful than non-members. While the differences were
not dramatic, state and national trade association members were more likely to
see their association as “useful” or “very useful” compared to Chambers.
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Q40c. Usefulness of regional tourism promotion
agency by status of affiliation
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Q40d. Usefulness of international tourism
association by status of affiliation
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Finally, we asked tourism-based businesses to tell us who they turned to for
business assistance. Overall, the local Chamber of Commerce was the group
most commonly turned to for providing support to respondents over the past 3

years. Local economic development agencies, state-level tourism bureaus, and
SBDCs are among the not commonly used resources. Interestingly, CDFIs were
reported to have provided no assistance at all.
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Q41. Institutions providing assistance to
businesses over the past 3 years
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In summary, results from this section suggest that chambers, convention and
visitors’ bureaus, and trade associations are the primary providers of business

assistance for tourism-based businesses, with focus groups suggesting that each

fills a particular niche. As The Progress Fund expands its work with these

businesses it should continue to strengthen its linkages and networks with these

organizations.
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Survey of Tourism Promotion Agencies and Economic Development
Organizations: Summary Findings

Economic development organizations, such as economic development
authorities and Chambers of Commerce, are often drivers behind key decisions
in most locales. The efforts of The Progress Fund should be enhanced given that
the organization is well-known and well-regarded among groups such as
Chambers of Commerce and convention and visitors bureaus.
Recommendations concerning Progress Fund programmatic and publicity efforts
can be made once the knowledge base of key organizations concerning the Fund
and tourism in general can be assessed.

Accordingly, a survey is used to evaluate perceptions of The Progress Fund
program held by key economic development players. This survey targeted 250
economic development organizations at the state, county, and multi-county levels
in central and western Pennsylvania and all of West Virginia (The Progress Fund
coverage area at the time the survey was conducted). These entities included
local and regional economic development authorities, Chambers of Commerce,
convention and visitors’ bureaus, and appropriate state level economic and
tourism development organizations. The discussion includes survey development
and administration. Response rates by state and by type of organization are also
discussed.

Survey results are used to provide an initial overview of surveyed organizations.
Surveyed organizations were asked a series of questions concerning their level
of involvement with tourism-based businesses. Several questions were designed
to elicit background information about the organization including general
knowledge of tourism and local tourism businesses. This part of the survey
included questions concerning the types of services they might provide to
tourism-based businesses. Other questions asked their opinion concerning
access of local tourism businesses to planning assistance and capital and the
local environment in general (including government support) for tourism
businesses. Surveyed organizations were also asked about their tourism
promotion strategies (if any), operating budget devoted to local tourism
development, and training in the area of tourism promotion.

The key component of this survey effort was determining knowledge about The
Progress Fund among surveyed organizations. In particular, it was especially
important to determine if they had recommended The Progress Fund to a
business.

In evaluating these survey results, an emphasis was placed on respondent by
type of surveyed organization (for example Chamber of Commerce versus
convention and visitors’ bureau) an on the state (Pennsylvania versus West
Virginia) where the organization provided services.
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Surveyed organizations were also asked to ascertain the level of support by
various levels of government (municipal, county, and state) in terms of local
tourism business success and concerning tourism promotion as a priority. Also
discussed are questions concerning local access to resources and local
understanding and support of tourism-based businesses. A series of questions
was asked to indicate the extent to which certain issues have been problems
widely affecting their tourism-based business clients over the past 12 months.
Finally, a series of questions are used to assess the professional development
needs of individuals who work for organizations involved in tourism promotion
and economic development.

Survey results are summarized and major conclusions drawn in the final section
of this document. Conclusions include a series of recommendations concerning
how The Progress Fund can enhance its efforts with appropriate economic
development and tourism development organizations. Also included are
recommendations concerning how local tourism business support efforts could
be strengthened in general.

Survey results indicated that The Progress Fund is well-regarded by economic
and tourism development organizations that are aware of the services that it
provides. The perception becomes even more positive if they know at least one
of its client business owners. For example, among the 33 organizations that
knew a business that had received Progress Fund financial services, 28
organizations (or 84.8% of the 33) had recommended The Progress Fund to a
business.

However, another major finding is it that certain types of key economic and
tourism development organizations have little or no knowledge concerning the
services that The Progress Fund can offer local tourism-based businesses. Much
of this lack of knowledge is found among West Virginia-based organizations
where The Progress Fund has been providing loans and financial services to
tourism-based businesses only since 2002. However, certain types of
organizations in western Pennsylvania, where the fund is well-established, were
not well acquainted with The Progress Fund and its services. For example, only
five out of 19 chambers of commerce in Pennsylvania had recommended The
Progress Fund to a business. Study results also indicate that such
recommendations are relatively few in number because Chambers of Commerce
tended to lack knowledge about the activities that The Progress Fund provides.

Other major findings imply a still unmet need for services offered by The
Progress Fund and similar organizations. For example, survey respondents on
average perceived a lack of knowledge on the part of local lenders concerning
tourism-based business needs. Survey respondents also indicated that business
planning was at least a moderate need and available loan funds were an even
more pronounced need for tourism-based businesses in their area. These results
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provide a strong justification for the loan activity and financial services provided
by The Progress Fund.

In terms of knowledge about tourism in general, survey results indicate that
economic or industrial development authorities or corporations tended to be the
least knowledgeable about tourism and to devote relatively few dollars to tourism
development.

Other major findings relate to how surveyed organizations see tourism activities
as being viewed by various levels of governments and by their local
communities. Surveyed organizations felt that tourism promotion was a priority
for state government and to a slightly less degree for county government.
However, respondents tended to feel that it was not a priority for local municipal
governments. This result may be consistent with the perception that their local
community was often lukewarm in viewing tourism jobs as high quality jobs. On
the other hand, survey respondents themselves felt that tourism-based
businesses enhance the quality of life for local residents.

In terms of informational needs for tourism development professionals, how to
facilitate cooperation among tourism-based businesses themselves and between
tourism businesses and local government was also generally viewed as
important by survey respondents. The former need could, in part, be in response
to the perceived lack of tourism promotion as a priority for municipal
governments. How to market local tourism assets was also seen as an
informational need for tourism development professionals.

The Progress Fund or other similar organizations could alter or conduct new
activities, especially promotional activities, based on our major findings. Initially,
we provide a set of recommendations aimed exclusively to The Progress Fund,
followed by those that are more general in nature.

Organizations that knew a business that had received Progress Fund financial
services usually had recommended The Progress Fund to a business.
Accordingly, The Progress Fund should consider even further highlighting their
business success stories in developing promotional materials.

A related concern is what types of organizations The Progress Fund should
target with its promotional efforts. Because The Progress Fund was not well
known among convention and visitors’ bureaus in West Virginia and among
Chambers of Commerce in both states, these organizations should be target
markets for Progress Fund educational efforts. Targeting efforts could include
specialized promotional material. We strongly feel that targeting should also
include presentations at local and possibly the state meetings of Chambers of
Commerce and conferences that focus on tourism development in the two states.
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Survey results imply that municipal governments may be lukewarm in their
support of tourism development efforts. Further, many survey respondents felt
that tourism was perceived as not generating high quality local jobs. On the other
hand, respondents tended to felt that tourism-based businesses did enhance the
local quality of life. With its emphasis on supporting tourism-based businesses
that generate quality employment, these results imply a need for The Progress
Fund to further highlight its contribution to local community and economic
development. Such information should be integrated into presentations that could
be made to Chambers of Commerce and other appropriate business and
economic development support organizations.

The Progress Fund has several very good examples of business success stories
resident on its website. The website also provides a good discussion of the
history and nature of The Progress Fund including the financial services that it
provides. However, survey results imply that much of this information has not
reached appropriate economic and tourism development organizations.
Developing materials, trainings, and presentations, which could be delivered
directly to such organizations, would be an appropriate way to spread the word
about the financial services The Progress Fund provides to small businesses.

Economic or industrial development corporations or authorities and Chambers of
Commerce are often key players in local economic development activities.
Survey results indicated that the latter lacks of knowledge about the tourism
industry in general and that both types of organizations devote only small levels
of funding aimed at tourism development efforts. Accordingly, appropriate
information and possibly training material for organizations such as Chambers of
Commerce and economic and industrial development authorities and
corporations may be warranted. By indicating the role of an appropriately
developed tourism sector in economic and community development, such efforts
could lead to enhanced funding for tourism-support by these types of
organizations. Given the focus of such organizations on business development
and support, tourism-based business activities would be expected to receive a
marked share of such funding. Local lenders (possibly key players in Chambers
of Commerce) could also be a target market for these educational efforts, as
survey respondents indicated that they tend to lack an understanding of tourism-
based business needs.

Survey results indicated a need for training tourism development professionals in
how to facilitate both cooperation among tourism-businesses and between
tourism businesses and various forms of government. Both imply the need to
better organize local tourism efforts with an emphasis on business development.
Perhaps an organizational framework along the lines of quarterly or monthly
meetings held by entrepreneurial groups where a speaker is provided would be
appropriate but with an emphasis on tourism-based businesses. Such meetings
could serve as the start of an organizational framework around which tourism-
based businesses could cooperate with each other in marketing their region, for
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example. It could also provide a means for the tourism-based business
community to work cooperatively with various types of local government in
solving issues and promoting local economic and community development.
Training could be conducted by The Progress Fund or a similar entity concerning
how to facilitate the development of such organizations. Finally, most survey
respondents saw how to market local tourism assets as an informational need for
tourism development professionals. The Progress Fund or a similar organization
should consider providing training that could meet this need.

Survey of Tourism Promotion Agencies and Economic Development
Organizations: Detailed Findings

A series of survey questions were designed to ascertain the attributes of
surveyed organizations with an emphasis on knowledge about and involvement
with tourism development in general and tourism business development in
particular. Questions included level of knowledge about the local tourism
industry, their work with tourism-based businesses including specific services
that were provided, tourism promotion strategies (if any), operating budget
devoted to local tourism development, and training in the area of tourism
promotion.

Surveyed organizations were asked to what degree they believe that the local
tourism industry can expand. A large number of respondents (61 or 54.0%)
expected a significant level of expansion while 49 respondents (43.4%) expected
moderate growth (Figure 1). Only one respondent indicated no growth and only
two were uncertainty about the future prospects of the local tourism industry.
West Virginia survey respondents were slightly more optimistic than
Pennsylvania respondents with 61.1% of West Virginia respondents indicating
significant growth while only 49.2% of Pennsylvania respondents concurred with
that assessment.
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Figure 1. Responseto "To What Degree do You
Believe that the Tourism and Travel Industry can
Expand in Your Local Ecconomy?"
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Most organizations (97 or 85.1% of 114 respondents) had worked with a tourism-
based business in the last three years (Figure 2). In response to the question,
how knowledgeable do you consider the organization about the needs of tourism-
based businesses, 68 organizations (59.7%) believed their organization was at
least somewhat knowledgeable (Figure 3). Organizations that were not
knowledgeable tended to be economic or industrial development corporations or
authorities. Given that such organizations are usually key players in local
economic development activities, the development of targeted training programs
concerning the needs of tourism-based businesses should be considered.
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Figure 2. Response to "Has Your Organization
Worked with Tourism-based Businesses".
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Figure 3. Response to "Level of Knowledge About
Tourism-Based Businesses".
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Service respondents were asked if their organization offers any gender-based
services, such as special lending programs for female entrepreneurs. Most
respondents (106 or 94.6% of all question respondents) indicated that their
organization did not provide such services (Figure 4).

Figure 4. Response to "Does Your Organization
Offer Any Gender-based Services?".
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Surveyed individuals were asked what type of services their organization
provided to help tourism businesses. As shown in Table 17, advertising was the
most widely provided service (provided by 63 organizations) with site selection a
distant second. As shown in Figure 5, 32 organizations provided access to
capital (or 28.1% of all respondents) while 28 organizations (24.1%) provided
some form of business planning (Figure 6).
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Figure 5. Response to "Which of the Following
Services Does Your Organization Provide to Help
Tourism Businesses?--Accessing Capital".

Figure 6. Response to "Which of the Following
Services Does Your Organization Provide to Help
Tourism Businesses?--Business Planning".
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Figure 7. Responseto "You or Others in Your
Orgnizations have Received Professional Training
in Tourism Development”.
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Table 17. Survey responses to the question “Which of the following
services does your organization provide to help tourism

businesses?

Service Provided Not Provided
Advertising 63 51
Accessing Capital 32 82
Business Planning 28 86
Market Studies 28 86
Site Selection 37 77
Employee Computer 12 102
Training

Employee Customer 29 85
Hospitality Training

Other Employee 14 100
Training

Website Development 19 95

Surveyed individuals were also asked to indicate the three tourism promotion

strategies that they consider to be the “highest priority” for the current year. As

shown in Table 18, promoting regional festivals/events, regional travel/visitor

guide, and media relations were seen as key strategies by a number of survey

respondents. These results are expected, given that 27 of the survey
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respondents were convention and visitors’ bureaus, and activities such as
promoting regional festivals and developing travel guides are often part of the
duties of such organizations. Also, promoting festivals is a traditional activity for
organizations such as Chambers of Commerce. On the other hand, business
planning was seen as a high priority tourism promotion strategy by 19
organizations (primarily Chambers of Commerce and other economic
development organizations).

Table 18. Survey responses to the question “Please indicate the 3 tourism
promotions that you consider to be the “highest priority” for the current year.

Strategy Number

Indicating
Key Strategy

Tourism Business 16

Loans

Developing a Regional 19

Tourism Web Site

Promoting Regional 52

Festival/Events

Regional Travel/Visitor 41

Guide

Media Relations 26

Hospitality Training 18

Business Planning 19

Scenic Byway 8

Brochure/Cassette

Tours

Surveyed organizations were asked to indicate their organization’s total operating
budget for tourism development efforts in the current fiscal year (excluding pass-
through grants). Fifty-two organizations (45.6% of 114 survey respondents)
stated they had some level of funding ranging in value from $1,000 to over $6
million. The average across all survey responding organizations was $158,017
although the distribution was highly dispersed with a standard deviation of
$642,805.

The different types of surveyed organizations had wide differences in their
monetary support of tourism. Among the 27 convention and visitors’ bureaus, 24
(92.0%) had at least some funds for tourism development with an average of
$613,792 per organization. In fact, convention and visitors bureaus’ were as a
group responsible for 92% (over $16 million) of the reported funds devoted to
tourism promotion efforts. Chambers of Commerce devoted an average of
$5,571 to tourism promotion with 12 out of 28 (42.9%) reporting a budget for
tourism promotion. Economic and industry development authorities and
corporations had an average tourism development budget of $9,774 with 12 out
of 42 (28.6%) reporting a tourism development budget. Other groups had an
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average of $51,471 per organization with four out of 17 reporting some dollars
devoted to tourism development. Appropriate information and possibly training
material for organizations such as chambers of commerce and economic and
industrial development authorities and corporations may be warranted. By
indicating the role of an appropriately developed tourism sector in economic and
community development, such efforts could lead to enhanced funding for
tourism-support by these types of organizations. Given the organizational focus
on business development and support, tourism-based business activities would
be expected to receive a marked share of such funding.

We also asked surveyed respondents if they or any other employees in their
organization receive any professional training in tourism promotion. Forty-eight
(44.0%) of the 109 respondents to this question stated they or someone in their
organization had received such training (Figure 7). Among the 48, 39 indicated
participation by themselves or other employees in professional development
and/or continuing education credits. The level of professional training in tourism
promotion also varied by type of organization with 24 or 84.6% of convention and
visitors’ bureau respondents to the question indicating either they or others had
received any professional training in tourism promotion. Among the other
categories of surveyed organizations, nine of 25 Chamber of Commerce
respondents (36.0%), only 23.8% (10) of economic or industry development
authority or corporation respondents, and seven or 43.8% respondents in the
other category indicating that they or other employees in their organization had
received such training.

Knowledge and Use of Progress Fund Services

The Progress Fund is a CDFI that has been active in a 39 county region of
Pennsylvania starting in 1997. The Community Development Finance
Association (CDFA) defines community development financial institutions (CDFI)
as 'sustainable, independent organizations which provide financial service with
two aims: to generate social and financial returns. They supply capital and
business support to individuals and organizations whose purpose is to create
wealth in disadvantaged communities or under served markets (CDFA, website).
In 2002 The Progress Fund began to provide services in all of West Virginia. In
early 2006, The Progress Fund started providing services to appropriate small
businesses in the Appalachian Region of Ohio (ref). As of early 2006, The
Progress Fund has provided collateralized loans of over $125 million in value to
118 enterprises. Because of these loans, an estimated 985 jobs have been either
created or retained.

Similar to other business loan-oriented CDFIs, The Progress Fund was initiated
because typical lenders often deny funding requests made by small businesses,
especially when revenue streams are seasonal or when loan applications lack
conventional collateral. Accordingly, the Fund “fills the capital gap by providing
loans from $20,000 to $400,000 to new or expanding businesses that seek to
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create jobs and opportunity. The Progress Fund recognizes that every business
is different, considers every client's needs and circumstances, and tailors its
assistance to meet those needs” (Progress Fund, 2006). Both new and growing
businesses that create job opportunities are eligible for funding. Requested
funding can be used to “purchase property and/or equipment, restore and
rehabilitate structures, purchase inventory, purchase the business assets of an
existing business, and for working capital” (Progress Fund 2006). Loan interest
rates vary based on market conditions and on the nature of the project. Loans
are usually made for five to 15 years and usually cover origination fees and
closing costs (Progress Fund, 2006).

An important element of the financial services provided by The Progress Fund
are various types of mentoring that are provided to loan recipients free of charge.
These services include financial analysis, where a capital needs and cash flow
analysis is conducted. The Progress Fund can also provide marketing assistance
by helping a business establish a presence on a regional website, write media
announcements, and be a part of regional marketing efforts. For businesses in
need of more extensive help or those seeking government funds, The Progress
Fund will make referrals to appropriate agencies, including Small Business
Development Centers and county and local economic development associations.

The key component of this survey effort was determining knowledge about The
Progress Fund among surveyed organizations. In particular, it was especially
important to determine if they had recommended The Progress Fund to a
business.

Because providing financing is an important part of Progress Fund services, we
asked how often tourism businesses ask the surveyed organizations for business
loans. Most respondents (71 or 62.8% of the 113 question respondents) were
never asked for a loan, while 37 (34.3%) indicated they were asked sometimes,
and five stated they were asked often (Figure 8). Between the various types of
organizations surveyed, such loan requests were concentrated with local-
regional economic or industrial development authorities or corporations. Among
the 43 survey respondents belonging to this type of organization, 20 sometimes
received request and two often received request for business loans from tourism-
based businesses.
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Figure 8. Response to "How Often do Tourism
Businesses Ask Your Organization for Loans?"
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We asked several questions to ascertain knowledge of The Progress Fund and
whether the organization had recommended The Progress Fund to a business. In
response to the question “prior to this survey, had you heard of The Progress
Fund,” 59 organizations (51.8% of all respondents) stated that they had not
heard of The Progress Fund while 55 organizations had (Figure 9). In response
to the question, “are you aware of the services that The Progress Fund provides,”
43 organizations (37.7%) indicated they were aware of the services offered by
The Progress Fund (Figure 10). Among the 43 organizations who were aware of
Progress Fund services, 33 organizations (or 76.7% of the 43 and 28.9% of all
survey respondents) knew a business that has received financial services from
The Progress Fund (Figure 11). The critical question is: “Have you referred any
business to The Progress Fund?”. Among the 114 organizations responding to
the survey, 32 organizations (or 28.1 %) had recommended a business to The
Progress Fund (Figure 12). The main reason a recommendation had not been
forthcoming is a basic lack of knowledge (recalling that 71 organizations were
unaware of the services provided by The Progress Fund). Among those aware of
Progress Fund services, 31 organizations (or 72.1% of the 43), had
recommended The Progress Fund to a business. Among the 33 organizations
that knew a business that had received Progress Fund financial services, 28
organizations (or 84.8% of the 33) had recommended The Progress Fund to a
business. Hence, The Progress Fund is generally well-perceived by
organizations that are aware of the services which it provides. The perception
becomes even more positive if they know at least one of its client business
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owners. Accordingly, The Progress Fund may consider further highlighting their
business success stories in developing promotional materials.

Figure 9. Response to "Prior to This Survey, Had You Heard
of The Progress Fund?"

B No
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Figure 10. Response to "Are You Aware of the Services that
The Progress Fund Provides?"
B No
O Yes
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Figure 11. Response to "Are You Aware of any Business has
Received Progress Fund Services?"
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Figure 12. Response to "Have You Referred any Business to
the Progress Fund”.
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Dividing the responses into Pennsylvania and West Virginia categories is
warranted because The Progress Fund has operated in the former much longer
(since 1997) while only began providing services in West Virginia in the last two
years. In particular, the Pennsylvania data is a better gauge of the perceived
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performance of The Progress Fund in a setting where it is well established. On
the other hand, the West Virginia data provides an indication of how success The
Progress Fund has been in penetrating a relatively new market. Among the 114
respondents 64 were from Pennsylvania and 50 were from West Virginia. In
response to the question “prior to this survey, had you heard of The Progress
Fund,” 43 organizations in Pennsylvania (67.2% of all Pennsylvania respondents)
stated that they had heard of The Progress Fund while 21 Pennsylvania
organizations had not (Figure 9). In contrast, 12 West Virginia respondents (24%
of the West Virginia respondents) had heard of The Progress Fund, while 38 had
not. In response to the question, “are you aware of the services that The
Progress Fund provides”, 36 Pennsylvania organizations (56.2% of all
Pennsylvania respondents) indicated they were aware of the services offered by
The Progress Fund while only seven West Virginia organizations (14% of the
West Virginia respondents) were aware of the services provided by The Progress
Fund (Figure 10). Among the 36 Pennsylvania organizations who were aware of
Progress Fund services, 33 organizations (or 76.7% of the 43 who had heard of
The Progress Fund and 51.6% of all Pennsylvania survey respondents) knew a
business that had received financial services from The Progress Fund. In West
Virginia, five of the seven organizations who were aware of the services provided
by The Progress Fund knew a business that had accessed those services
(Figure 11). The critical question is: “Have you referted any business to The
Progress Fund?” Among the 64 organizations responding to the survey, 30
organizations (or 46.9 % of all Pennsylvania respondents) had recommended a
business to The Progress Fund (Figure 12). Only six organizations in
Pennsylvania were aware of Progress Fund services and had not recommended
The Progress Fund to a business seeking capital and financial services.

Survey responses were also analyzed by organizational category (local
economic development authorities and corporations, local convention and
visitors’ bureaus, local Chambers of Commerce, and others involved in economic
development). Chambers of Commerce in both states and convention and
visitors’ bureaus in West Virginia were the least likely to have heard of The
Progress Fund. For example, respondents from only seven out of 19 chambers
of commerce in Pennsylvania and only one out of nine Chambers of Commerce
in West Virginia had heard of The Progress Fund. While The Progress Fund was
generally well know among convention and visitors’ bureaus in Pennsylvania,
respondents from only two out of 16 convention and visitors’ bureaus in West
Virginia had heard of The Progress Fund. In terms of major organizational
groups, responses to the three other questions concerning The Progress Fund
(aware of its services, know a business that had worked with The Progress Fund,
and had recommended The Progress Fund to a business) also followed this
pattern. For example, in West Virginia, only one responding convention and
visitors’ bureau and only one Chamber of Commerce had recommended The
Progress Fund to a business while only five Chambers of Commerce in
Pennsylvania had made such a recommendation. Based on this analysis, The
Progress Fund may consider developing promotional materials that are in
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particular aimed at Chambers of Commerce in both states and convention and
visitors’ bureaus in West Virginia. Efforts to reach out to these organizations
could also include presentations at local and possible the state meetings of
Chambers of Commerce and conferences that focus on tourism development in
the two states.

Government Tourism Awareness and General Tourism Development Needs

Surveyed organizations were also asked to ascertain the level of support by
various levels of government (municipal, county, and state) in terms of local
tourism business success and concerning tourism promotion as a priority. Survey
respondents as a group saw the various levels of government as being at least
somewhat interested in supporting local tourism business success. Among all
survey respondents, 67 (59.3%) either strongly agreed or somewhat strongly
agreed with the statement for their local municipal government (Figure 13) while
81 (71.7%) at least somewhat agreed for their local county government (Figure
14) and 74 (66.0%) at least somewhat agreed with the statement for their state
government (Figure 15). No significant difference was found concerning these
three sets of response levels based on Chi-Square statistical analysis.

Figure 13. Response to "Municipal Government is
Interested in the Success of Local Tourism
Businesses".
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Figure 14. Response to "County Government Is
Interested in the Success of Local Tourism
Businesses".
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Figure 15. Response to "State Government Is
Interested in the Success of Local Tourism
Businesses".
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Alternatively, surveyed organizations tended to view the different levels of
government as differing in their opinion concerning tourism promotion as a
priority. Most (88 or 78.6%) respondents at least somewhat agreed with the
statement that tourism promotion was a priority for state government (Figure 16)
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while 62 (55.9%) at least somewhat agreed that it was a priority for county
government (Figure 17). However, only 35 (31.9%) at least somewhat agreed
with the statement concerning municipal government and 38 respondents
(34.5%) at least somewhat disagreed with the statement that tourism promotion
is a priority for their local municipal governments (Figure 18).

Figure 16. Response to "State Government Sees
Tourism Promotion as a Priority".
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Figure 17. Response to "County Government Sees
Tourism Promotion as a Priority".
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Figure 18. Response to "Municipal Government
Sees Tourism Promotion As a Priority.".
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Hypothetically, several reasons can be advanced concerning the difference in
survey results. The heavy involvement by state government through their offices
of tourism development is a likely explanation for the view concerning that level
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of government’s treating tourism development as a priority. Another possible
explanation is many tourism activities (especially nature and recreational-based
tourism) occur in rural areas outside municipal limits. While state and county
government would view the resulting economic spin-offs as a plus, municipal
officials may remain unconvinced that their business and tax base would benefit
as a result. Further, local officials may be responding to community perceptions
of tourism-based jobs. In particular, survey results imply that local communities
may not highly value tourism jobs. Only 30.1% of survey respondents at least
somewhat agreed with the statement that tourism-based jobs were valued by the
community while 26 respondents (23.1%) at least somewhat disagreed (Figure
19).

Close to one half of survey respondents (52 or 46.0%) neither agreed nor
actually disagreed with the statement that tourism-based jobs were valued by the
community). On the other hand, survey respondents themselves felt that tourism-
based businesses enhance the quality of life for local residents. Forty
respondents (36.4%) strongly agreed and 49 (44.5%) at least somewhat agreed
with this statement (Figure 20). Considered with the results concerning local
government perceptions, these results may imply that local tourism businesses
and support organizations need to do a better job of highlighting their contribution
to local community and economic development. For example, such information
could be integrated into promotional material highlighting the contribution of
Progress Fund-supported businesses to local economic and community
development.

Figure 19. Response to "Tourism-based Jobs Are
Valued by the Community”.
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Figure 20. Response to "Tourism-based
Businesses Enhance the Quality of Life for Local
Residents".
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Survey respondents were also asked a series of questions concerning local
access to resources and local understanding and support of tourism-based
businesses. Levels of agreement were ascertained concerning the specific
statements whether local tourism-based businesses have adequate access to
business planning and to capital and that local lenders understand tourism-based
business needs.

Survey results indicate a concern about more business planning support and
capital access for local tourism-based businesses. Thirteen survey respondents
strongly agreed (11.7%) and 26 (23.4%) somewhat agreed that local tourism-
based businesses had adequate access to business planning assistance (Figure
21). On the other hand, 24 respondents (21.6%) at least somewhat disagreed
with the statement. Similarly, seven survey respondents strongly agreed (6.3%)
and 25 (22.5%) somewhat agreed that local tourism-based businesses had
adequate access to business financing (Figure 22). On the other hand, 30
respondents (28.0%) at least somewhat disagreed with the statement. Survey
respondents were even more pessimistic concerning how well local lenders
understand tourism businesses. Only five respondents (4.5%) strongly agreed
and 19 (17.0%) somewhat agreed with the statement that local lenders
understand tourism-based business needs (Figure 23). Eleven respondents
(9.8%) strongly disagreed and 31 respondents (27.7%) somewhat disagreed with
the statement. These results imply that enhanced activity by The Progress Fund
and similar organizations would be welcomed in both states. Results also imply
that tourism-development organizations like The Progress Fund may want to
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consider reaching out to the local lending community in terms of tourism
education efforts.

Figure 21. Response to "Tourism-based
Businesses in Your Region Have Adequate Access
to Business Planning Assistance".
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Figure 22. Response to "Tourism-based
Businesses in Your Region Have Adequate Access
to Business Financing".

Strongly Strongly
Agree Disagree

126



Figure 23. Response to "Local Lenders
Understand Tourism-based Business Needs".

Strongly Agree Strongly
Disagree

On the other hand, survey respondents tended to feel that local economic
development agencies understand tourism-based business needs. Fifty-two
respondents (46.4%) at least somewhat agreed with the statement to that effect
while 27 respondents (24.1%) at least somewhat disagreed (Figure 24).

Figure 24. Response to "Local Economic
Development Agencies Understand Tourism-based
Business Needs".
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Challenges and Tourism Professional Development

Survey respondents were asked to indicate the extent to which certain issues
have been problems widely affecting their tourism-based business clients over
the past 12 months. A majority of respondents (61 out of 108 respondents or
56.5%) saw health insurance costs as a significant problem in terms of being a
recent challenge faced by their tourism-based business clients (Figure 25). An
additional 23 respondents (21.3%) saw it as a somewhat significant problem.
Thus, a large majority (84 or 77.8%) saw the cost of health care insurance for
employees as at least a somewhat significant problem for the tourism-based
businesses with which they worked. This result is consistent with surveys of
businesses concerning costs conducted elsewhere (for example Hughes et al.,
2004; Shields et al. 2006).

Figure 25. Response to "Challenges Widely
Affecting Tourism Business Clients--Health
Insurance Costs".

70
61
60
50
40
30 -
23
20 | 18
10 a —
1 1
0 T T . . . . T
Significant Somewhat Not a Don't Know
Problem  Significant Problem

Many respondents (31 out of 108 respondents or 28.7%) saw energy costs as a
significant problem in terms of being a recent challenge faced by their tourism-
based business clients (Figure 26). An additional 31 respondents saw it as a
somewhat significant problem. Thus, a majority (62 or 57.4%) saw energy costs
as at least a somewhat significant problem for the tourism-based businesses with
which they worked.
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Figure 26. Response to "Challenges Widely
Affecting Tourism Business Clients--Energy Costs".

31 31
21
19 L
5 I
T T T
Significant Somewhat Not a Don't Know
Problem  Significant Problem

Many survey respondents saw several other areas as either significant or

somewhat significant recent challenges for their tourism-based business clients.

For example, 47 survey respondents (43.5%) saw problems associated with

economic conditions as at least a somewhat significant problem for their tourism-
based business clients (Figure 27). Retaining employees was seen as an at least

somewhat significant problem for their tourism-based business clients by 47

survey respondents (Figure 28). Similar results were found for both competition
from other areas of the US and for deteriorating public infrastructure as

significant recent problems for their tourism-based business clients (Figure 27

and Figure 28).
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Figure 27. Response to "Challenges Widely Affecting Tourism:-
Business Clients--Retaining Working, Deteriorating
Infrastructure, and US Competition."
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Figure 28. Response to "Challenges Widely Affecting Tourism-
Business Clients--Marketing, Business Planning, and
Economic Conditions."
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Survey responses indicated that business develop topics were current problems
for a significant share of their business clients. Some survey respondents (14 or
13.1%) or saw marketing problems as a significant problem for their tourism-
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based business clients (Figure 28). Many survey respondents (32 or 29.3%) saw
this as a somewhat significant problem. Business planning problems were seen
as a significant problem for their tourism-based business clients by ten survey
respondents (9.3%) while 17 respondents (15.7%) saw this as a somewhat
significant problem.

Surveyed individuals were asked to indicate the greatest information needs for
tourism development professionals. As shown in Table 19, ways to facilitate
cooperation (among tourism-based businesses and between those businesses
and government) were seen as important by survey respondents. Also important
was information concerning tourism business development (in terms of marketing
local tourism assets and helping businesses obtain financing and do business
planning). The latter result once again highlights the types of services provided
by organizations such as The Progress Fund.

Table 19. Survey responses to the question “What are the greatest information
needs for tourism development professionals?”

Those Indicating Key
Information Need Key Information
(Number) (%)
How to Facilitate Cooperation Among Local 71 61.7
Tourism-Based Businesses
How to Facilitate Cooperation Among Local 79 68.7
Tourism-Based Businesses and Local/Regional
Government
How to Identify Local Tourism Assets 42 36.5
How to Market Local Tourism Assets 77 67.0
How to Help Local Tourism Attraction/Businesses 53 46.1
Obtain Financing
How to Help Local Tourism-Based Businesses 32 27.0
with Labor Issues and/or Worker Training
How to Help Local Tourism-Based Businesses 37 32.2
with Website Development
How to Help Local Tourism-Based Businesses 52 45.2
with Business Planning

A majority of survey respondents (79 or 69.3%) indicated that information
concerning how to facilitate cooperation among local tourism-based businesses
was a need for tourism development professionals (ranking this topic first among
the eight items provided in the survey) (Table 19 and Figure 29). Similarly,
information concerning how to facilitate cooperation between local tourism-based
businesses and local/regional government was an information need for tourism
development professional by 71 (62.3%) survey respondents (ranking this topic
third among the eight items) (Table 19 and Figure 30). Both survey results imply
the need to better organize tourism effort with an emphasis on tourism-
businesses. Perhaps an organizational framework along the lines of quarterly or
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monthly meetings held by entrepreneurial groups where a speaker is provided
would be appropriate but with an emphasis on tourism-based businesses. Such
meetings could serve as the start of an organizational framework around which
tourism-based businesses could cooperate with each other in marketing their
region, for example. It could also provide a means for the tourism-based
business community to work cooperatively with various types of local government
in solving issues and promoting local economic and community development.

Figure 29. Response to Information Needs--"How
to Facilitate Cooperation Among Local Tourism-
based Businesses".

Yes No
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Figure 30. Response to Information Needs--"How
to Facilitate Cooperation Among Local Tourism-
based Businesses and Local, Regional
Government".

Yes No

Many survey respondents (79 or 69.3%) indicated that information concerning
how to market local tourism assets was a need for tourism development
professionals (Figure 31). This result implies a training opportunity for The
Progress Fund or similar organizations, in teaching tourism professionals an
important and relevant business skill.
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Figure 31. Response to Information Needs--"How
to Market Local Tourism Assets".
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Study Goal 3: Identify future opportunities and challenges in the tourism
industry so that The Progress Fund can refine its strategies for increasing
programmatic impact in engendering economic development and growth.

In developing tourism development strategies, the following questions are
paramount:
e What lies ahead for small tourism businesses in Pennsylvania and West
Virginia?
e What are the necessary policies that should occur to strengthen the
sector?

In this section we identify and assess potential opportunities for regional tourism
development. This work is based on several complementary sources, including
the survey results, a literature review, and focus group discussions to elicit
evolving trends, challenges, and opportunities in the sector.

The continued moderate growth of tourism can be expected to continue into the
future. However, tourism business operators noted a shift towards a local market,
as opposed to coming from other region’s of the US, such as the Mid-West,
primarily due to the increase in gasoline prices. We expect moderate growth to
continue into the future. Given that increased gasoline prices are sustained, the
shift in tourism to a more oriented toward “local” or closer markets will be
maintained. A more local market means the importance of maintaining a positive
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local image for the tourism industry and a business community and government
community that are generally supportive are key for future prospects. For
example, several focus group discussants indicated that a negative emphasis on
weather events hurt their sales. The following bullet points identify additional
trends that we expect will shape the tourism industry in West Virginia and
western Pennsylvania.

We see the heritage tourism as a growing market, especially when it is
based on models of regional cooperation. Given the richness of the
region’s history, this area has great potential. Recent examples include
the Appalachian Forest Heritage Area in West Virginia (16 counties) and
western Maryland (two counties) (West Virginia University Extension
Service, 2003) and the coal heritage trail in West Virginia. The Progress
Fund may want to consider its role as a lender in heritage tourism efforts.
Specifically, what can The Progress Fund do to help build networks of
heritage tourism service providers? Efforts in West Virginia and
Pennsylvania should continue developing self-guided heritage trails. As
fuel prices increase, regional residents may be the most likely clients.

Society is growing increasingly concerned about the environmental impact
of business activity in general and, in some cases, the environmental
consequences of tourism-based activities. On a positive note, concerns
about the environment translate into growth opportunities for ecotourism.
Ecotourism that is closely linked to heritage tourism development is an
especially promising area of future growth. While more recreational
oriented tourism, such as whitewater canoeing, might be a more mature
market, opportunity for small businesses still exists in this area as well.

The changing demographics of the region will affect tourism opportunities.
For example, today’s retirees are more likely to want to participate in
physical activities, such as hiking, canoeing, and rafting. While these are
not necessarily high profit industries, much of this generation of retirees is
affluent and enjoys high quality experiences. This suggests an opportunity
to package daytime outdoor adventures with sophisticated evening
activities, such as fine dining and higher-end accommodations, such as
bed & breakfasts. And if it can somehow involve wineries, that is even
better.

The growing restoration economy is another avenue of possible growth for
tourism-based markets. The restoration economy can be defined as an
economic period in which restorative development is the dominant mode
(as opposed to either new development or maintenance/conservation).
While some have exaggerated its potential contribution, increasing interest
in and support for activities such as downtown revitalization and
refurbishing and reusing historic buildings and other assets may foster
future growth.
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While the future presents many opportunities, it also presents potential
challenges. These challenges include the negative impact of growing security
concerns, even for markets that are closer to where individuals reside. Further,
for certain tourism assets that in part depend on an international market, such as
Frank Lloyd Wright's Falling Water, growing concerns about security would mean
a reduction rather than an increase in demand. Over-crowding or over-use and
vulgarization of tourism assets are always potential problems. As general
economic growth occurs, tightening labor markets can present further problems
for smaller, tourism-based businesses. Such events can affect the quantity as
well as the quality of the employees that are hired and have implications for
future training needs.

For the ultimate goal of economic development and growth, tourism should be
seen as a strategy to enhance local quality of life. Enhancing quality of life
generates appropriate economic growth because it is an atmosphere where
clean, high technology base activities can thrive. Finally, the situation of so-called
plantation tourism needs to be avoided, where local tourism assets primarily
benefit outside business interest as opposed to local citizens and businesses.

Some Concluding Observations about The Progress Fund Program

Overall, the clients seem quite pleased with the quality of service they receive.
However, they still tend to view The Progress Fund as a lender, rather than as a
source of business coaching assistance.

The Progress Fund provides funding for many projects that businesses would
otherwise have financed personally, often through credit cards. This is due to the
fact that they are often unable to secure loans through commercial lenders. It
seems that this problem is due more to the nature of the business or project,
rather than a lack of demonstrated capacity, such as a sound business plan, for
example.

While borrowers certainly appreciate lower rates, the real competition of The
Progress Fund is often credit cards and personal finances. Credit cards have
high interest rates, so they are not always a viable source of substantial amounts
of long-term capital. And some clients may not have access to necessary capital
through friends and family. The upshot is that many tourism-based businesses
do not have adequate access to capital. Accordingly, The Progress Fund has
identified a unique and seemingly underserved niche. One take is that The
Progress Fund has seemingly become a lender of last resort. This is not a bad
thing—The Progress Fund is not exploiting this with high interest rates; rather
The Progress Fund is absorbing some perceived risk that other lenders are
unwilling to undertake. This is often essential for these businesses to survive.
The real challenge for The Progress Fund, then, is to continue to identify
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potential clients who cannot secure commercial credit, but whose projects are
viable and low-risk.

One important component of this is to increase the number of suitable applicants.
This means continuing to enhance the visibility of Progress Fund services. In
order to do so, we suggest that The Progress Fund primarily work through
existing networks but, in select instances, work on establishing new ones. With
respect to existing networks, tourism-based businesses seem to follow one of a
few approaches. Many directly approach commercial lenders, either securing
credit or being rejected. If rejected, they may then go to a second lender. If
rejected there, they likely will turn to credit cards, personal finances, and friends
and family. In this scenario, The Progress Fund would be well-served by working
with commercial lenders that may refer clients to The Progress Fund if they are
unwilling to fund them themselves. The Progress Fund might also consider
partnering with local or even larger lenders in providing capital to potential
clients. These could spread risk and might allow ventures to occur that would
otherwise be infeasible. In particular, The Progress Fund might consider
developing linkages with government-based organizations that provide capital to
rural businesses, such as the US Department of Agriculture Rural Development
Agency or the US Department of Commerce Economic Development Agency.

Another important network is the local Chambers and Convention and Visitors’
Bureaus. A large proportion of tourism-based businesses are members of both.
Local Chambers also have local lenders as members. Thus, The Progress Fund
should work to raise its profile with these organizations, particularly Chambers,
which seem to be the preferred source of business planning advice. The
Progress Fund could target informational campaigns to Chambers with the goal
of developing business clients and further linkages with local lenders.

Businesses see tourism promotion agencies as primarily responsible for
marketing activities and thus do not typically turn to them with their planning
needs. More progressive tourism agencies, however, are offering some business
services, such as hospitality training. Businesses that work with these more
progressive groups are starting to view the promotion groups as a potential
resource beyond marketing assistance. Overall, it seems that promotion
agencies are increasingly attuned to the emerging needs of local tourism
businesses, especially in regard to entrepreneurial assistance. However, many of
these agencies continue to be hampered by a small staff and limited resources,
thus affecting the scope of services that they can deliver.

Tourism-based businesses do not usually turn to traditional economic
development organizations, such as industrial development corporations, for
assistance. Tourism-based businesses believe these organizations are primarily
concerned with larger businesses, manufacturing businesses, site development
and industrial parks, utilities, recruiting and retention, job training, and
infrastructure. However, these organizations are slowly becoming more
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diversified in their economic development profiles, with some claiming to work in
tourism or agriculture. However, it is unlikely that the perceptions that small
businesses have toward these organizations will change any time soon. While
these organizations remain important players in the local economy, involvement
with these groups may not yield immediate benefits. However, as a long-term
strategy, The Progress Fund may want to consider developing materials and
presentations that highlight the role of smaller, tourism-based businesses in
economic development efforts.

Tourism based business trade associations are the third network with which The
Progress Fund might consider enhancing its presence. These are often the
groups that tourism businesses turn to when finding out information on state and
national policies affecting the industry, especially any lending and grant
programs.

Many businesses report a need for credit for operational rather than capital
expenses. It is the perception, at least, that The Progress Fund will not provide
financing for operating activities. While we do not advocate that The Progress
Fund necessarily expand efforts in financing operational expenses, businesses
which seek operation funding and are rejected should clearly be told as to why,
as it affects word of mouth. For The Progress Fund, it is essential to maintain and
enhance its reputation among tourism-based businesses.

One main unexpected benefit of The Progress Fund is the new networking
opportunities it created. Overall, tourism-based businesses seem to value
networks with other businesses. By helping create and strengthen these
networks, The Progress Fund is providing a very important benefit to its clients.
The Progress Fund may want to think about efforts it can do in further formalizing
local and regional entrepreneurial networks for these businesses. For example,
The Progress Fund may want to work in encouraging volunteer-based
entrepreneurial network mentoring programs. Such programs draw on successful
local entrepreneurs to serve as information sources and role models for fledgling
enterprises.

Many businesses believe that Progress Fund coaching services are similar to
those offered by SBDCs. Thus, The Progress Fund needs to work hard on
establishing a brand to its unique services, or it will be viewed as simply a
substitute for small business planning assistance. SBDCs are well-established
and familiar organizations, and thus The Progress Fund will have a hard time
competing (and should not want or attempt to). Instead, The Progress Fund
should identify unique coaching opportunities. Further, The Progress Fund
should stress that when their services do seem redundant, they offer a one-stop
shop for both coaching and capital assistance.

However, some small businesses see SBDCs as uninterested in businesses that
are not manufacturing based. While this is certainly not true statewide, there may
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be some validity in some regions of The Progress Funds coverage area. If this
perception is true, The Progress Fund could either fill the training gap itself or
ensure that the businesses are connected to appropriate training organizations.

Word of mouth and referrals have been critical to The Progress Funds success.
The website has not generated any new business. Thus, web development
should not focus on generating attention; rather it should be seen as a resource
for those who have deliberately searched for it. The web should provide basic
and important information to potential clients who have a good sense of what
they are looking for. There is an opportunity to enhance the educational materials
the site offers.

The application process is always a sore point with any loan program. While
clients were satisfied with the process, they also thought it was time consuming.
Some people are unwilling to go through a detailed application process for
capital, especially if they do not fully understand why the information is required.
Although we recognize the need for detailed information, The Progress Fund
should do everything it can to streamline the process. Further, The Progress
Fund should try to distinguish itself from commercial lenders by continuing to
enhance the diverse abilities of its coaches. Specifically, several focus group
respondents thought that The Progress Fund acted too much like a loan officer,
rather than understanding the business aspect. We are not sure as to the
prevalence of this perception.

With this in mind, the future presents several opportunities for The Progress
Fund:

Study results indicated an overwhelmingly positive response concerning how The
Progress Fund is perceived by both its clients and organizations involved in
economic and community development that were aware of its activities. To
maintain this positive picture, The Progress Fund should keep a running
database concerning client satisfaction that can be used to track changes over
time concerning client satisfaction. For example, such a database could be used
to see if The Progress Fund is becoming too tight in its lending policies. While the
method of gathering the information can remain informal, the database should be
formally updated. Periodic formal studies (perhaps every five years or so) could
be conducted to evaluate the perceptions of clients and others.

Similarly, The Progress Fund may consider reviewing the practices of similar
CDFls both in their region and throughout the US. Such a review would provide a
check concerning the effectiveness of current Progress Fund activities and a way
to gather new ideas on how The Progress Fund may improve its client services.

The Progress Fund provides a service for local clients that is highly valued.

However, small, tourism-oriented businesses throughout the US have substantial
unmet training and capital needs. While becoming a provider at the national level
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is not feasible, The Progress Fund can provide training and mentoring for like
organizations, especially new organizations, in other areas of the US. Economic
and business development groups in other regions, including the federal
government, could possibly fund such efforts.

Considerable business funds are available from federal, state, and sometimes
even local government. The Progress Fund may want to consider providing
training for clients in how to access such government funds. Once again, such
training activities could be funded by economic and business development
groups, including the federal government

Study results indicated that tourism-based businesses are still often
misunderstood by the lending community and local economic and community
leaders in general. The Progress Fund should consider providing training
(workshops, presentations) for commercial lenders and business and economic
development organizations, concerning “the uniqueness “of tourism-based
businesses and the positive contribution that a properly developed tourism
industry can made to economic and community development. The Progress
Fund could ultimately consider becoming a national center for providing
appropriate workshops and training materials.

One of the major advantages of working with The Progress Fund was new
networking opportunities for clients. The Progress Fund may consider taking a
leading role in developing entrepreneur networks at regional levels. Once again,
such activity could be funded by economic and business development groups,
including the federal government.
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Appendix A. Detailed Analysis of the Tourism Sector

Table A.1. Pennsylvania Tourism Employment for Progress Fund Counties

County Employment for 2nd quarter
%

Name 2001 2004 Change | Change
Armstrong 1379 1362 -17 -1.2
Bedford 1996 1899 -97 -4.9
Blair 5611 5760 149 2.7
Bradford 1558 1394 -164 -10.5
Cambria 4731 4323 -408 -8.6
Cameron 92 89 -3 -3.3
Centre 6315 6742 427 6.8
Clearfield 2341 2527 186 7.9
Clinton 1038 1117 79 7.6
Crawford 3053 2858 -195 -6.4
Elk 792 701 -91 -11.5
Erie 11463 12189 726 6.3
Fayette 5233 5394 161 3.1
Fulton 312 335 23 7.4
Greene 592 539 -53 -9.0
Huntingdon 1328 1283 -45 -3.4
Indiana 2950 2596 -354 -12.0
Jefferson 1312 1224 -88 -6.7
Lackawanna 6615 8235 1620 24.5
Lycoming 3758 4092 334 8.9
McKean 1225 1223 -2 -0.2
Pike 2013 2476 463 23.0
Potter 408 350 -58 -14.2
Somerset 3291 3369 78 2.4
Sullivan 140 130 -10 -7.1
Susqguehanna 806 814 8 1.0
Tioga 1137 1224 87 7.7
Warren 1103 1017 -86 -7.8
Wayne 1792 2005 213 11.9
Westmoreland 13225 14054 829 6.3
Wyoming 744 627 -117 -15.7
Total 88353 91948 3595 4.1

144



List of Pennsylvania Maps

1. Total Employment in 2004 for Tourism Related Industries (TRI)
2. Percent change in total employment for TRI between 2001-2004
3. Employment in 2004 by industry:
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4. Change in total employment by industry between 2001-2004:
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Mapl. Total Employment in 2004 for Tourism-related Industries

McKean Bradford

Susquehanna
1223 1394 814

Crawford

Venango
Clearfield %
: 2527

2858

Union
1668

Armstrong
1362 Snyder
Indiana 1464
2596

Allegheny 6 Dauphin
61793 17121

Huntingdon
1283

Lancaster
20783

|

0 - 500

501 - 1500
1501 - 3000
3001 - 10000

10001 - 15000
15001 and over

146



Map2. Percent Change in Total Employment for Tourism-Related Industries in
2004

WARREN 61
TIOGA 58
'CRAWFORD 20 POTTER 52

h | |
'VENANGO 60 W
CLARION 16
Legend

OLUMBIA 1
> CARBON 13
NORTH D 49 11-20
SNYDER 54 48 :] 21-30
- CAMBRIA 11
WESTMORELAND 64
m # T

[ 41-50
[ ]s1-100

147



Map3a. Employment in Agriculture (tourism-related industries) in 2004
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Map3b. Employment in Food and Beverage Manufacturing (tourism-related businesses) in 2004
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Map3c. Employment in Boat dealers (tourism-related businesses) in 2004
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Map3d. Employment in Retail Trade (tourism-related businesses) in 2004
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Map3e. Employment in Local Transportation Arrangements (tourism-related businesses) in 2004
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Map3f. Employment in Recreational Goods Rental (tourism-related businesses) in 2004
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Map3g. Employment in Tour and Travel Arrangements (tourism-related businesses) in 2004
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Map3h. Employment in Arts, Entertainments, Recreation and Sports Instruction
(tourism-related businesses) in 2004
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Map3i. Employment in Accommodation (tourism-related businesses) in 2004
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Map3j. Employment in Restaurants and Drinking Places (tourism-related businesses) in 2004
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Map4a. Change in total employment in Agriculture between 2001-2004
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Map4b. Change in Total Employment in Food and Beverage Manufacturing between 2001-2004
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Map4c. Change in Total Employment in Borat Dealers between 2001-2004
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Map4d. Change in Total Employment in Retail Trade between 2001-2004
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Map4e. Change in Total Employment in Local Transportation Arrangements between 2001-2004
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Map4f. Change in Total Employment in Recreational Goods Rental between 2001-2004
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Map4g. Change in Total Employment in Tour and Travel Arrangements between 2001-2004
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Map4h. Change in Total Employment in Arts, entertainments recreation and Sports Instruction
between 2001-2004
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Map4i. Change in Total Employment in Accommodation between 2001- 2004
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Map4j. Change in Total Employment in Restaurants and Drinking Places Between 2001- 2004
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Appendix B. Survey Methodology
Survey Administration

We identified three samples:

1. 651 tourism and recreation-based businesses (businesses) in WV and PA.
Businesses with 40 or fewer employees were randomly sampled.

2. 250 tourism promotion and economic development organizations
(agencies) in WV and PA

3. 63 recipients of The Progress Fund services (clients)

Note: Eight (8) additional Progress Fund clients were added later.

The first mailing of the surveys began on September 13, 2005. For each sample,
the mailing consisted of a packet of materials containing:
e an initial cover letter explaining the reason for the survey to the business,
agency, or client identified
e a business, agency, or client survey
e a postage-paid reply envelope

Reminder postcards were sent to all of the supplied sample businesses, agencies,
and clients on September 23, 2005. The same text was used for all samples for
the postcard message.

To increase the response rate, a third mailing was administered to any business,
agency, or client who had still not returned the survey by October 11, 2005. This
third mailing was composed of a follow-up letter, another copy of the survey, and
postage-paid business reply envelope. The number of packets mailed to each
group was composed as follows:

e 476 third (follow-up) packets were mailed to business who had not
responded.

e 166 third (follow-up) packets were mailed to agencies who had not
responded.

e 45 third (follow-up) packets were mailed to clients who had not responded.

On December 8, 2005, eight (8) additional Progress Fund clients were identified
and added to the original sample. Those eight clients were mailed an initial contact
packet of materials composed of the same materials used previously: a cover letter
describing the project, a client survey, and a postage-paid return envelope.

A fourth mailing was sent to the non-responding clients only. The cover letter,
survey, and postage-paid return envelope were sent to 38 identified clients via US
Priority Mail to demonstrate the intensity of the request to participate. Thirty-two of
the clients originated from the original list of addresses and six (6) were from the
additional, late-added group.
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Response Rates
1. 651 tourism and recreation-based businesses (businesses)

At the end of the data collection period for businesses (January 20, 2006), 206
surveys were returned and completed, resulting in a response rate of 31.6%.
Three (3) businesses refused to participate by returning their surveys to us blank
or returning the letter with a note indicating they did not want to participate
because of a lack of time to do so (0.46%). Seventy-seven (77) unopened survey
packets were returned with indications of bad addresses or closed businesses
(11.8%)

2. 250 tourism promotion and economic development organizations (agencies)

At the end of the data collection period for agencies (January 13, 2006), 114
completed surveys were returned. This is a response rate of 45.6%. Eight (8)
packets were returned unopened with indication of bad addresses or not
deliverable (3.2%). One (1) agency returned a blank survey with a note saying it
was not a tourism-related organization.

3. Sixty-three (63) recipients of The Progress Fund services (clients) Note: Eight
(8) additional Progress Fund clients were added later.

Mailings to an overall total of (Seventy-one) 71 clients resulted in forty-six (46)
completed, returned surveys, or 64.8%. Two (2) surveys were returned because
they were undeliverable with bad addresses (2.8%). In addition, one (1) client
returned a blank survey. Sixteen (16) of the total number of returned, completed
client surveys were returned as a result of the Priority Mail mailing.
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Technical Appendix A: Construction of SAM Model

Interindustry models are a well-established procedure for examining the effects
of the development of a particular industry on a regional economy. This set of
models includes the more traditional input-output (I-O) model, the social
accounting matrix (SAM) (Adelman and Robinson, 1986), and the price flexible
computable general equilibrium (CGE) model (Berck et al., 1990). In the SAM,
the I-O framework is extended by explicitly modeling relationships involving
nonmarket income flows, such as government transfer payments to households.
The flow of income from industries in the region to regional households as
providers of factors of production is also explicitly outlined in a regional SAM.
Historically, SAMs have been constructed along either income class or functional
lines to allow for examining changes in income distribution under various
scenarios.

As previously stated the focus here was on constructing a properly delineated
SAM. Accordingly, another important change that was made to the original
IMPLAN SAM for the regional economy concerned the way in which payments to
labor (employee compensation in IMPLAN) and payments to owner-operators
(proprietors’ income in IMPLAN, which are a mixture of returns to capital and
labor) are accounted for. In terms of consumption and aggregate nonmarket
income flows, the original IMPLAN SAM reports household interaction with the
rest of the economy by dividing households into nine income groups (ranging
from under $10,000 [the lowest] to over $150,000 [the highest] categories).
However, for employee compensation and proprietors’ income, payments to each
type of household are placed in a common income pool (i.e., payments to labor
and returns to proprietors at the industry level form a single row). Total payments
are then allocated to the nine income households based on fixed income shares.
Any change in earnings by a particular industry is treated as a typical or regional
average change in income across the nine income groups. But the distribution of
earnings between income levels can vary markedly among different regional
industries. The result of this approach is the so-called "brain dead"” SAM, in which
effects of industry and policy changes on the distribution of income can not be
estimated or evaluated (Alward, 1996).

Our strategy was to attempt to eliminate the brain dead SAM problem by
constructing an income distribution matrix linking payments to labor by industries
to households by their personal income class. Personal income accounts are
used in building SAMs; these accounts can generated from input-output model
building systems, such as IMPLAN. For example, IMPLAN relies heavily on the
Regional Economic Information System (REIS) data that is generated at the
county, state, and metropolitan statistical area (MSA) levels by the Bureau of
Economic Analysis in the US Department of Commerce. Personal income
estimates and other REIS data are consistent with national income and product
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accounts. Estimates of personal income are the driving force behind household
consumption in any IMPLAN generated model (Olson, No Date).

Our task of generating the income distribution matrix was daunting because
personal income is comprised of both money and nonmoney income (Olson).
Based on national data provided in Olson, money income only constitutes 75% of
personal income (or personal income is 35% larger than money income).
Estimates of money income by class can be obtained at least at the state level by
income class for workers in a variety of industries. A more difficult task is to
construct a reasonably accurate way of distributing non-money income to
households by income class on the income-earning (as opposed to consumption)
side.

We used the Integrated Public Use Microdata Series (PUMS) dataset (Ruggles
and Sobek et al., 1997), to estimate the relationship between industry and
household by money income class for The Progress Fund region of
Pennsylvania. The PUMS dataset is based on the 5% sample from the ten-year
census, meaning we relied on 2000 data.

We then estimated the relationship between money household income and the
various forms of nonmoney, personal income by money household income
group. That is, how much nhonmoney income does a typical household in a given
money income class receive from a specific source, such as food stamps? A
possible limitation of such an approach is that the estimates of these
relationships are generally based on national data. This requires the assumption
that within an income class, behavior at the state or regional level is the same as
found nationally. While we believe that this assumption is reasonable, it is also
eased to a certain extent by the use of regional control total in several different
ways. First, REIS and other data source usually provide regional control totals for
indicating the total level of nonmoney payments. Further, based on annual
census and other data sources, IMPLAN provides an estimate of personal
income by income class (Olson). These estimates are used to drive household
spending in the model. Hence, our procedure of building up from the PUMs data
yields estimates that must ultimately be reconciled with these other data sources.

Personal income excluded from money income is generally “payments” made to
or on behalf of individuals but which do not go to the individual as immediate
money income. For example, employer payments to government employee
retirement plans and to private health and pension plans form nonlabor income
as part of personal income. These payments are not included in money income.
Transfer payments are an important part of personal income and money income.
However, the value of in-kind transfer payments are included in personal income
but excluded from money income. For example, Medicaid and Medicare are
payments made to medical service providers on behalf of individuals. These
payments are treated as income in personal income, but are not money income.
Food stamps are another form of in-kind payments to individuals. Various types
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of imputed income (the valuation of a “free” service or a capital consumption) are
also included in personal income but not money income (US Dept. of Commerce,
BEA, 2001).

Money income also includes some income that is excluded from personal
income. This includes sources of income that are personal contributions for
social insurance, various forms of retirement income from government worker
retirement plans and private pensions and annuities and certain interpersonal
income transfers, such as child support payments (US Dept. of Commerce, BEA,
2001).

Of these exclusions, the most important was the contribution to social insurance.
We adjusted money income levels based on income class and the rules for social
security contribution income limits for 2001 (U.S. Social Security Administration,
2003). We also limited our use of the PUMS data to positive earnings only, thus
reducing the import of any type of current retirement money payment.

Other labor income forms one part of the nonmoney personal income flow to
households from industries primarily in the form of employee insurance and
retirement benefit payments. Estimates of the value of employer provided health
insurance as an employee benefit by industry were based on estimates of
average premium payment per employee by major industry NAICS category for
2002 obtained from a study conducted by Joel Popkin and Company for the
Small Business Administration Office of Advocacy (2005). This study was based
on primarily on data obtained from the Medical Expenditure Panel Study (MEP),
which is conducted by the Agency for Health Care Research and Quality, US
Department of Health and Human Services. According to the US Department of
Labor survey based publication (2002) “Employer Costs for Employee
Compensation, 1986-99,” health care was responsible for 90.2% of all employer-
paid insurance related benefit costs in 1997. Accordingly, it was assumed that
the distribution of all employee provided insurance benefits by income followed
the distribution that we estimated for health care as a worker benefit. The ratio of
the value of income of this type to earned income for Pennsylvania for 2002 was
used a control total in the distribution of this type of income across all types of
households in The Progress Fund client region.

Another element of personal, nonmoney income is funds that are generated by
retirement accounts but are not currently being received by households. The
Employee Benefit Research Institute (2006) provides analysis of benefits data
collected by the US Department of Labor, Bureau of Labor Statistics. Data on
employee participation in employer-sponsored retirement and capital
accumulation plans by earned income class for 2001 was used to estimate the
distribution of this type of income by household income group. The ratio of the
value of income of this type to earned income for Pennsylvania for 2002 was
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used a control total in the distribution of this type of income across all types of
households in The Progress Fund client region.

Another important element of nonmoney income was interest income. This
income took the form of imputed income and nonmoney income that is actually
received but not accounted for in census data. Part of imputed income is an
estimate for the value of a service that is an individual receives but there is no
charge for that service. One form of imputed interest income is financial services
that are performed by banks and other financial fiduciaries for individuals but
where there is no charge. Interest income estimates (interest, dividends, rent
income, and property income) by income class taken from the Consumer
Expenditure Survey (U.S. Dept. of Labor, 2005) and the value of imputed versus
actual income taken from the National Income and Product Accounts were used
to impute interest income by household income class.

Another form of nonmoney personal income is the value of owner occupied
housing. The value of imputed net income on owner occupied housing was
calculated based on the Consumer Expenditure Survey (CES) (U.S. Dept. of
Labor, 2005). The CES reports housing principal payments by income class. This
value was used as a proxy to estimate how much the value of owning a home
enhances money income for a typical household in each money income class.

The last set of nonmoney income involved transfer payments that were in the
form of in-kind services or payments (food stamps and Medicaid).” The value of
food stamps was distributed to the money income classes based on data taken
from the CES (U.S. Dept. of Labor, 2005) and REIS estimates of state and
county-level food stamp payments. The CES reports money income by income
class; it also reports a total for public assistance, supplemental security income
(SSI) payments, and food stamps by money income class. Public assistance and
SSI are cashed based types of payments (U.S. Social Security Administration,
2005) and hence already accounted for as money income. Based on state REIS
data for transfer payments, a coefficient was calculated for food stamps as a
percent of these three categories. The resulting coefficient was used to estimate
the value of food stamp payments by income class. Food stamp payments were
then calculated as percent over and above money income (i.e., dividing the total
of food stamps plus money income by money for each income class). The result
was an estimate of how much food stamps “enhances” money income for a
typical household in each money income class.

The value of Medicaid payments as a form of household income by income class
was estimated based on data collected in the Current Population Survey (CPS)
Special March Supplement Survey (U.S. Bureau of Labor Statistics and U.S.

" Medicare is another important source of this type of income. However, because we are primarily
interested in earned income, we ignored recipients of Medicare benefits, who are primarily
retirees.
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Bureau of the Census, 2005). The value of Medicaid surveys and household
money income levels are reported by observation in the survey database.

Our final estimates of the distribution of our non-money income scalars by money
income class are provided in Appendix A Figure 1. As show in the figure, the
distribution of the scalars is u-shaped. The adjustment to the lower income
households is relatively large. The adjustment then declines for middle-income
households, before increasing again for the higher income households. This
effect is not surprising given the nature of nonmoney income. That is, a
significant share is in the form of program such as Medicaid, which primarily goes
to lower income households. On the other hand, other forms of nonmoney
income, such as nonmoney interest and dividend payments, tend to
disproportionately benefit higher income households.

Appendix A. Figure 1. Money to Personal Income Scalars by
Household Income Class.

1.80

1.60 1.5561

1.40 - 1.2534 1.2295 12285 12144 12005 12033 12153  1.2402

1.20 + ] ] —
1.00 -
0.80 +— —
0.60 -
0.40 -
0.20 +— —
0.00 ‘ ‘ ‘

<10 10-15 15-35 25-35 35-50 50-75 75-100 100-150 Plus 150

Household Income Class, Thousand $

The adjustment values were used to scale the individual estimates from the
PUMS data. By working on the individual observation level, households could
move between income classes in going from money to personal income. For
example, households in the higher end of the $35,000 to $50,000 money income
class would move into the $50,000-$75,000 personal income class. Households
in the lower end of the $35,000 to $50,000 income class would not shift to a
higher personal income class. Not surprisingly, the income scalars tended to be
u-shaped, as the lower income levels received the greater income boost in going
from cash to personal income. The scalar declines till the $75,000 through
$100,000 income class, where it begins to increase again to reaching 1.2402 for
the highest household income class.
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Technical Appendix B. IMPLAN to Progress Fund Client Region SAM
Aggregation Template

Aggregation Template

mggsgy Aggregzggg;ndustry Industry Description
1 1|Crop Production
2 1|Grain farming
3 1|Vegetable and melon farming
4 1|Tree nut farming
5 1|Fruit farming
6 1|Greenhouse and nursery production
7 1|Tobacco farming
8 1|Cotton farming
9 1|Sugarcane and sugar beet farming
10 1|All other crop farming
11 11|Animal Production
12 11|Poultry and egg production
13 11|Animal production, except cattle and poultry
14 14|Forest Products
15 14|Forest nurseries, forest products, and timber
16 14|Hunting and Fishing
17 14|Hunting and trapping
18 18|Agriculture and forestry support activities
19 19|Mining
20 19|Coal mining
21 19|Iron ore mining
22 19|Copper, nickel, lead, and zinc mining
23 19|Gold, silver, and other metal ore mining
24 19|Stone mining and quarrying
25 19|Sand, gravel, clay, and refractory mining
26 19|Other nonmetallic mineral mining
27 19|Drilling oil and gas wells
28 19|Support activities for oil and gas operations
29 19|Support activities for other mining
30 30|Utilities
31 30(|Natural gas distribution
32 30|Water, sewage and other systems
33 33|Construction
34 33|New multifamily housing structures, nonfarm
35 33|New residential additions and alterations,
36 33|New farm housing units and additions
37 33|Manufacturing and industrial buildings
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Aggregation Template

mggsgy Aggregzggg;ndustry Industry Description
38 33|Commercial and institutional buildings
39 33|Highway, street, bridge, and tunnel construct
40 33|Water, sewer, and pipeline construction
41 33|0ther new construction
42 33|Maintenance and repair of farm and nonfarm repair
43 33|Maintenance and repair of nonresidential buildings
44 33|Maintenance and repair of highways, streets,
45 33|Other maintenance and repair construction
46 46|Other Food Products
47 46|0Other animal food manufacturing
48 46|Flour milling
49 46|Rice milling
50 46|Malt manufacturing
51 46|Wet corn milling
52 46|Soybean processing
53 46|Other oilseed processing
54 46|Fats and oils refining and blending
55 46|Breakfast cereal manufacturing
56 46|Sugar manufacturing
57 46|Confectionery manufacturing from cacao beans
58 46|Confectionery manufacturing from purchased goods
59 46|Nonchocolate confectionery manufacturing
60 46|Frozen food manufacturing
61 46|Fruit and vegetable canning and drying
62 46|Fluid milk manufacturing
63 46 |Creamery butter manufacturing
64 46|Cheese manufacturing
65 46|Dry, condensed, and evaporated dairy products
66 46|Ice cream and frozen dessert manufacturing
67 46|Animal, except poultry, slaughtering
68 46|Meat processed from carcasses
69 46|Rendering and meat byproduct processing
70 46|Poultry processing
71 46|Seafood product preparation and packaging
72 46|Frozen cakes and other pastries manufacturing
73 46 |Bakeries
74 46|Cookie and cracker manufacturing
75 46|Mixes and dough made from purchased flour
76 46|Dry pasta manufacturing
77 46|Tortilla manufacturing
78 46|Roasted nuts and peanut butter manufacturing
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Aggregation Template

mggsgy Aggregzggg;ndustry Industry Description
79 46|0Other snack food manufacturing
80 46|Coffee and tea manufacturing
81 46|Flavoring syrup and concentrate manufacturing
82 46|Mayonnaise, dressing, and sauce manufacturing
83 46|Spice and extract manufacturing
84 46|All other food manufacturing
85 46|Soft drink and ice manufacturing
86 46 |Breweries
87 46|Wineries
88 46 |Distilleries
89 46|Tobacco stemming and redrying
90 46|Cigarette manufacturing
91 46|0Other tobacco product manufacturing
92 92|Textile, Apparel, Leather Goods
93 92|Broadwoven fabric mills
94 92|Narrow fabric mills and schiffli embroidery
95 92|Nonwoven fabric mills
96 92 |Knit fabric mills
97 92|Textile and fabric finishing mills
98 92|Fabric coating mills
99 92|Carpet and rug mills
100 92|Curtain and linen mills
101 92|Textile bag and canvas mills
102 92|Tire cord and tire fabric mills
103 92|Other miscellaneous textile product mills
104 92|Sheer hosiery mills
105 92|Other hosiery and sock mills
106 92|Other apparel knitting mills
107 92|Cut and sew apparel manufacturing
108 92|Accessories and other apparel manufacturing
109 92|Leather and hide tanning and finishing
110 92|Footwear manufacturing
111 92|Other leather product manufacturing
112 114|Sawmills
113 114|Wood preservation
114 114|Furniture and Wood Products
115 114|Veneer and plywood manufacturing
116 114|Engineered wood member and truss manufacturing
117 114|Wood windows and door manufacturing
118 114|Cut stock, resawing lumber, and planing
119 114|Other millwork, including flooring
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Aggregation Template

mggsgy Aggregzggg;ndustry Industry Description
120 114|Wood container and pallet manufacturing
121 114|Manufactured home, mobile home, manufacturing
122 114|Prefabricated wood building manufacturing
123 114|Miscellaneous wood product manufacturing
124 124|Paper and Printing Products
125 124|Paper and paperboard mills
126 124|Paperboard container manufacturing
127 124|Flexible packaging foil manufacturing
128 124|Surface-coated paperboard manufacturing
129 124|Coated and laminated paper and packaging mate
130 124|Coated and uncoated paper bag manufacturing
131 124|Die-cut paper office supplies manufacturing
132 124|Envelope manufacturing
133 124|Stationery and related product manufacturing
134 124|Sanitary paper product manufacturing
135 124|All other converted paper product manufacturing
136 124 |Manifold business forms printing
137 124|Books printing
138 124|Blankbook and looseleaf binder manufacturing
139 124|Commercial printing
140 124|Tradebinding and related work
141 124|Prepress services
142 142|Petroleum and Industrial Chemicals
143 142|Asphalt paving mixture and block manufacturing
144 142|Asphalt shingle and coating materials manufacturing
145 142|Petroleum lubricating oil and grease manufacturing
146 142|All other petroleum and coal products manufacturing
147 142|Petrochemical manufacturing
148 142|Industrial gas manufacturing
149 142|Synthetic dye and pigment manufacturing
150 142|Other basic inorganic chemical manufacturing
151 142|0ther basic organic chemical manufacturing
152 142|Plastics material and resin manufacturing
153 142|Synthetic rubber manufacturing
154 142|Cellulosic organic fiber manufacturing
155 142|Noncellulosic organic fiber manufacturing
156 142|Nitrogenous fertilizer manufacturing
157 142|Phosphatic fertilizer manufacturing
158 142|Fertilizer, mixing only, manufacturing
159 142|Pesticide and other agricultural chemical man
160 142|Pharmaceutical and medicine manufacturing
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Aggregation Template

mggsgy Aggregzggg;ndustry Industry Description
161 142|Paint and coating manufacturing
162 142|Adhesive manufacturing
163 142|Soap and other detergent manufacturing
164 142|Polish and other sanitation good manufacturing
165 142|Surface active agent manufacturing
166 142|Toilet preparation manufacturing
167 142|Printing ink manufacturing
168 142|Explosives manufacturing
169 142|Custom compounding of purchased resins
170 142|Photographic film and chemical manufacturing
171 142|0ther miscellaneous chemical product manufacturing
172 172|Plastic and Rubber Products
173 172|Plastics pipe, fittings, and profile shapes
174 172|Laminated plastics plate, sheet, and shapes
175 172|Plastics bottle manufacturing
176 172|Resilient floor covering manufacturing
177 172|Plastics plumbing fixtures and all other plastics
178 172|Foam product manufacturing
179 172|Tire manufacturing
180 172|Rubber and plastics hose and belting manufacturing
181 172|Other rubber product manufacturing
182 182|Nonmetallic Mineral Products
183 182|Vitreous china and earthenware articles
manufacturing
184 182|Porcelain electrical supply manufacturing
185 182|Brick and structural clay tile manufacturing
186 182|Ceramic wall and floor tile manufacturing
187 182|Nonclay refractory manufacturing
188 182|Clay refractory and other structural clay pro
189 182|Glass container manufacturing
190 182|Glass and glass products, except glass containers
191 182|Cement manufacturing
192 182|Ready-mix concrete manufacturing
193 182|Concrete block and brick manufacturing
194 182|Concrete pipe manufacturing
195 182|0Other concrete product manufacturing
196 182|Lime manufacturing
197 182|Gypsum product manufacturing
198 182|Abrasive product manufacturing
199 182|Cut stone and stone product manufacturing
200 182|Ground or treated minerals and earths manufacturing
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Aggregation Template

mggsgy Aggregzggg;ndustry Industry Description
201 182|Mineral wool manufacturing
202 182|Miscellaneous nonmetallic mineral products
203 203|Primary, Fabricated Metal Products
204 203|Ferroalloy and related product manufacturing
205 203|Iron, steel pipe and tube from purchased steel
206 203|Rolled steel shape manufacturing
207 203|Steel wire drawing
208 203 |Alumina refining
209 203|Primary aluminum production
210 203|Secondary smelting and alloying of aluminum
211 203 |Aluminum sheet, plate, and foil manufacturing
212 203 |Aluminum extruded product manufacturing
213 203|Other aluminum rolling and drawing
214 203|Primary smelting and refining of copper
215 203|Primary nonferrous metal, except copper and a
216 203|Copper rolling, drawing, and extruding
217 203 |Copper wire, except mechanical, drawing
218 203|Secondary processing of copper
219 203 |Nonferrous metal, except copper and aluminum,
220 203|Secondary processing of other nonferrous
221 203|Ferrous metal foundaries
222 203|Aluminum foundries
223 203|Nonferrous foundries, except aluminum
224 203|lron and steel forging
225 203|Nonferrous forging
226 203|Custom roll forming
227 203|All other forging and stamping
228 203|Cutlery and flatware, except precious, manufacturing
229 203|Hand and edge tool manufacturing
230 203|Saw blade and handsaw manufacturing
231 203|Kitchen utensil, pot, and pan manufacturing
232 203 |Prefabricated metal buildings and components
233 203|Fabricated structural metal manufacturing
234 203|Plate work manufacturing
235 203|Metal window and door manufacturing
236 203|Sheet metal work manufacturing
237 203|0Ornamental and architectural metal work
manufacturing
238 203 |Power boiler and heat exchanger manufacturing
239 203 |Metal tank, heavy gauge, manufacturing
240 203|Metal can, box, and other container manufacturing
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Aggregation Template

mggsgy Aggregzggg;ndustry Industry Description

241 203 |Hardware manufacturing

242 203|Spring and wire product manufacturing

243 203|Machine shops

244 203|Turned product and screw, nut, and bolt
manufacturing

245 203|Metal heat treating

246 203|Metal coating and nonprecious engraving

247 203|Electroplating, anodizing, and coloring metal

248 203 |Metal valve manufacturing

249 203|Ball and roller bearing manufacturing

250 203|Small arms manufacturing

251 203|Other ordnance and accessories manufacturing

252 203 |Fabricated pipe and pipe fitting manufacturing

253 203|Industrial pattern manufacturing

254 203|Enameled iron and metal sanitary ware manufacturing

255 203 |Miscellaneous fabricated metal product manufacturing

256 203|Ammunition manufacturing

257 257|Machinery Manufacture

258 257|Lawn and garden equipment manufacturing

259 257|Construction machinery manufacturing

260 257|Mining machinery and equipment manufacturing

261 257|0il and gas field machinery and equipment

262 257|Sawmill and woodworking machinery

263 257|Plastics and rubber industry machinery

264 257|Paper industry machinery manufacturing

265 257 |Textile machinery manufacturing

266 257|Printing machinery and equipment manufacturing

267 257|Food product machinery manufacturing

268 257|Semiconductor machinery manufacturing

269 257|All other industrial machinery manufacturing

270 257|0Office machinery manufacturing

271 257|Optical instrument and lens manufacturing

272 257 |Photographic and photocopying equipment
manufacturing

273 257|0ther commercial and service industry machine

274 257|Automatic vending, commercial laundry and dry

275 257|Air purification equipment manufacturing

276 257|Industrial and commercial fan and blower
manufacturing

277 257|Heating equipment, except warm air furnaces

278 257|AC, refrigeration, and forced air heating

279 257|Industrial mold manufacturing
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Aggregation Template

mggsgy Aggregzggg;ndustry Industry Description
280 257 |Metal cutting machine tool manufacturing
281 257|Metal forming machine tool manufacturing
282 257|Special tool, die, jig, and fixture manufacturing
283 257|Cutting tool and machine tool accessory

manufacturing

284 257|Rolling mill and other metalworking machinery
285 257|Turbine and turbine generator set units manufacturing
286 257|0Other engine equipment manufacturing
287 257|Speed changers and mechanical power transmission
288 257|Pump and pumping equipment manufacturing
289 257|Air and gas compressor manufacturing
290 257|Measuring and dispensing pump manufacturing
291 257|Elevator and moving stairway manufacturing
292 257|Conveyor and conveying equipment manufacturing
293 257|0verhead cranes, hoists, and monorail systems
294 257|Industrial truck, trailer, and stacker manufacturing
295 257|Power-driven handtool manufacturing
296 257|Welding and soldering equipment manufacturing
297 257|Packaging machinery manufacturing
298 257|Industrial process furnace and oven manufacturing
299 257|Fluid power cylinder and actuator manufacturing
300 257|Fluid power pump and motor manufacturing
301 257|Scales, balances, and miscellaneous general p
302 302|Computer, Electrical Equipment
303 302 |Computer storage device manufacturing
304 302 |Computer terminal manufacturing
305 302 |Other computer peripheral equipment manufacturing
306 302|Telephone apparatus manufacturing
307 302 |Broadcast and wireless communications equipment
308 302 |Other communications equipment manufacturing
309 302|Audio and video equipment manufacturing
310 302|Electron tube manufacturing
311 302|Semiconductors and related device manufacturing
312 302|All other electronic component manufacturing
313 302 |Electromedical apparatus manufacturing
314 302|Search, detection, and navigation instruments
315 302|Automatic environmental control manufacturing
316 302|Industrial process variable instruments
317 302|Totalizing fluid meters and counting devices
318 302 |Electricity and signal testing instruments
319 302 |Analytical laboratory instrument manufacturing
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320 302|Irradiation apparatus manufacturing

321 302|Watch, clock, and other measuring and control

322 302 |Software reproducing

323 302|Audio and video media reproduction

324 302 |Magnetic and optical recording media manufacturing

325 302 |Electric lamp bulb and part manufacturing

326 302|Lighting fixture manufacturing

327 302 |Electric housewares and household fan manufacturing

328 302|Household vacuum cleaner manufacturing

329 302 |Household cooking appliance manufacturing

330 302|Household refrigerator and home freezer
manufacturing

331 302|Household laundry equipment manufacturing

332 302|Other major household appliance manufacturing

333 302|Electric power and specialty transformer
manufacturing

334 302|Motor and generator manufacturing

335 302 |Switchgear and switchboard apparatus manufacturing

336 302|Relay and industrial control manufacturing

337 302 |Storage battery manufacturing

338 302|Primary battery manufacturing

339 302|Fiber optic cable manufacturing

340 302|0Other communication and energy wire manufacturing

341 302 |Wiring device manufacturing

342 302|Carbon and graphite product manufacturing

343 302 |Miscellaneous electrical equipment manufacturing

344 344 |Transportation Equipment

345 344 |Heavy duty truck manufacturing

346 344 |Motor vehicle body manufacturing

347 344|Truck trailer manufacturing

348 344 |Motor home manufacturing

349 344 |Travel trailer and camper manufacturing

350 344 |Motor vehicle parts manufacturing

351 344 |Aircraft manufacturing

352 344 |Aircraft engine and engine parts manufacturing

353 344 |0ther aircraft parts and equipment

354 344|Guided missile and space vehicle manufacturing

355 344 |Propulsion units and parts for space vehicles

356 344 |Railroad rolling stock manufacturing

357 344|Ship building and repairing

358 344 |Boat building

359 344 |Motorcycle, bicycle, and parts manufacturing
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360 344 |Military armored vehicles and tank parts
manufacturing

361 344 |All other transportation equipment manufacturing

362 114|Wood kitchen cabinet and countertop manufacturing

363 114|Upholstered household furniture manufacturing

364 114|Nonupholstered wood household furniture
manufacturing

365 114|Metal household furniture manufacturing

366 114|Institutional furniture manufacturing

367 114|Other household and institutional furniture

368 114|Wood office furniture manufacturing

369 114|Custom architectural woodwork and millwork

370 114|Office furniture, except wood, manufacturing

371 114|Showcases, partitions, shelving, and lockers

372 114|Mattress manufacturing

373 114|Blind and shade manufacturing

374 374 |Miscellaneous Manufacture

375 374|Surgical and medical instrument manufacturing

376 374|Surgical appliance and supplies manufacturing

377 374|Dental equipment and supplies manufacturing

378 374|0Ophthalmic goods manufacturing

379 374 |Dental laboratories

380 374|Jewelry and silverware manufacturing

381 374|Sporting and athletic goods manufacturing

382 374|Doll, toy, and game manufacturing

383 374 |0ffice supplies, except paper, manufacturing

384 374|Sign manufacturing

385 374|Gasket, packing, and sealing device manufacturing

386 374|Musical instrument manufacturing

387 374|Broom, brush, and mop manufacturing

388 374|Burial casket manufacturing

389 374 |Buttons, pins, and all other miscellaneous ma

390 390|Wholesale trade

391 391|Air transportation

392 392|Other Transportation

393 392 |Water transportation

394 392(Truck transportation

395 395|Transit and ground passenger transportation

396 392|Pipeline transportation

397 397|Scenic and sightseeing transportation

398 392|Postal service

399 392|Couriers and messengers
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400 392|Warehousing and storage
401 401|Other Retail Trade
402 401 |Furniture and home furnishings stores
403 401 |Electronics and appliance stores
404 401 |Building material and garden supply stores
405 405|Food and beverage stores
406 401|Health and personal care stores
407 407|Gasoline stations
408 401|Clothing and clothing accessories stores
409 409|Sporting goods, hobby, book and music stores
410 401|General merchandise stores
411 401 |Miscellaneous store retailers
412 401|Nonstore retailers
413 413|Information, Communication
414 413|Periodical publishers
415 413|Book publishers
416 413|Database, directory, and other publishers
417 413|Software publishers
418 413|Motion picture and video industries
419 413|Sound recording industries
420 413|Radio and television broadcasting
421 413|Cable networks and program distribution
422 413|Telecommunications
423 413|Information services
424 413|Data processing services
425 425|Financial Activity
426 425|Securities, commaodity contracts, investments
427 425|Insurance carriers
428 425|Insurance agencies, brokerages, and related
429 425|Funds, trusts, and other financial vehicles
430 425|Monetary authorities and depository credit in
431 425|Real estate
432 425|Automotive equipment rental and leasing
433 425|Video tape and disc rental
434 425|Machinery and equipment rental and leasing
435 425|General and consumer goods rental except vide
436 425|Lessors of nonfinancial intangible assets
437 437|Professional, Business Services
438 437|Accounting and bookkeeping services
439 437|Architectural and engineering services
440 437|Specialized design services
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441 437|Custom computer programming services
442 437|Computer systems design services
443 437|0ther computer related services
444 437|Management consulting services
445 437|Environmental and other technical consulting
446 437|Scientific research and development services
447 437|Advertising and related services
448 437|Photographic services
449 449|Personal Services
450 437|All other miscellaneous professional and tech
451 437|Management of companies and enterprises
452 437|Office administrative services
453 437|Facilities support services
454 437|Employment services
455 437|Business support services
456 449|Travel arrangement and reservation services
457 437|Investigation and security services
458 437|Services to buildings and dwellings
459 437|0Other support services
460 437|Waste management and remediation services
461 461 |Educational Services
462 461|Colleges, universities, and junior colleges
463 461|0Other educational services
464 464 |Health Services
465 464|Offices of physicians, dentists, and other he
466 464|0ther ambulatory health care services
467 464|Hospitals
468 464|Nursing and residential care facilities
469 469|Social Services
470 469|Social assistance, except child day care services
471 471|Arts and Entertainment
472 471|Spectator sports
473 471|Independent artists, writers, and performers
474 471|Promoters of performing arts and sports and a
475 475|Museums, historical sites, zoos, and parks
476 476|0Other Amusement Services
477 476|Bowling centers
478 476|0ther amusement, gambling, and recreation
479 479|Hotels and motels, including casino hotels
480 480|0Other accommodations
481 481 |Food services and drinking places
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482 449|Car washes
483 449|Automotive repair and maintenance, except car
484 449|Electronic equipment repair and maintenance
485 449|Commercial machinery repair and maintenance
486 449|Household goods repair and maintenance
487 449|Personal care services
488 449|Death care services
489 449|Drycleaning and laundry services
490 449|Other personal services
491 491|Civic, Religious Organizations
492 491|Grantmaking and giving and social advocacy or
493 491|Civic, social, professional and similar organ
494 449|Households
495 495|Government and Other
496 495|0Other Federal Government enterprises
497 495|State and local government passenger transit
498 495|State and local government electric utilities
499 495|0Other State and local government enterprises
500 495|Noncomparable imports
501 495|Scrap
502 495|Used and secondhand goods
503 495|State & Local Education
504 495|State & Local Non-Education
505 495|Federal Military
506 495|Federal Non-Military
507 495|Rest of the world adjustment to final uses
508 495|Inventory valuation adjustment
509 495|0Owner-occupied dwellings
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