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Location quotients, as a ratio of county data to national data, help to explain the export capacity of the local economy and the degree of self-sufficiency of a particular industry. In other words, location quotients measure an industry’s concentration or specialization in a geographic area relative to the national economy. The data used in this analysis were 2003 Employment by Industry data at the two-digit North American Industrial Classification System (NAICS) level from County Business Patterns, a publication by the U.S. Census Bureau.
Location quotients are used as part of a calculation that determines which industries have jobs that are being used for importing or exporting goods and services. If the number of jobs is positive, then the jobs are being used for exporting goods and services. These exports, in turn, bring outside dollars into the local economy. On the other hand, if the number of jobs is negative, the particular industry in the county is not producing enough to meet local needs and as a result dollars are leaking out of the economy because residents are purchasing goods and services from outside the region. To reduce these leakages, economic developers should look at whether these goods and services can be provided locally. Finally, if the number of jobs is close to zero, the industry is self-sufficient and it does not rely on importing or exporting goods and services.        

The table, on the next page, indicates that Wayne County led the region with ten industries that had jobs, which were used in exporting goods and services. The Northeastern Pennsylvania region followed with nine industries and Carbon, Luzerne and Schuylkill counties each had seven industries. Lackawanna and Pike counties each had six industries and Monroe County had five industries. In the Retail Trade industry, all seven counties had jobs that exported goods and services. This indicates that people who live outside the region travel to stores within the region to shop for goods and services. Five counties had jobs that exported goods and services in the Health Care and Social Assistance industry and four counties had jobs that exported goods and services in the Manufacturing; Transportation and Warehousing; Arts, Entertainment and Recreation; and Accommodation and Food Services industries.
According to the table, all seven counties should concentrate on attracting new or expanding existing industries in the Wholesale Trade; Professional, Scientific and Technical Services; Management of Companies and Enterprises; and Administrative, Support, Waste Management and Remediation Services industries because they all have jobs that are for importing goods and services. Six counties should concentrate on attracting new or expanding businesses in the Construction; and Finance and Insurance industries.

Another way to look at the table is that 101 out of 158 cells have a number in parentheses. This indicates that in 2003, the economy of Northeastern Pennsylvania mostly consisted of industries that were not meeting the local demand of goods and services, thereby resulting in having an import-based economy. Imports are as a result of dollars leaving the economy. By attracting new or expanding existing businesses that are importing goods and services, a less leakage of dollars should occur.

For additional information or a more detailed calculation, please contact Steve Zaricki, Research and Information Manager, at (570) 655-5581 Ext. 258 or szaricki@nepa-alliance.org.
