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In Northeastern Pennsylvania, there has been a tremendous growth in distribution and related industries over the past several
years. Traded clusters are
groups of related industries
that serve markets beyond
the region in which they
are located. In other words,
they represent our region’s
economic base.
In Lackawanna and Luzerne
counties, employment in
Distribution and eCommerce has grown
steadily, even during the
economic downturn that
began in 2008. The net job
creation between 1998 and
2011 was 2,708 for Lackawanna County and 5,656
for Luzerne County. In the
table below, the expected
value shown indicates the
net job growth that would
be expected if the two
counties matched national

growth trends. This means
that Distribution and eCommerce is growing in
both Lackawanna and Luzerne counties at a much
faster pace than the United
States as a whole.
In the two counties, the
average annual wage in the
traded cluster was $36,910
in 2011, which is approximately on par with average
annual salary of workers in
all industries in the two
counties. In that year, the
average annual wage for all

private-sector jobs was
$35,067 in Lackawanna
County and $35,528 in
Luzerne County according
to the Bureau of Labor Statistics. The average wages
in the Distribution and eCommerce cluster have
been somewhat higher in
Lackawanna County than in
Luzerne County.
Within this traded cluster,
there are a number of subclusters that represent
(continued on page 2)

Welcome to the New Economy Tracker!
Here at The Institute for Public Policy and Economic Development, we are pleased to
present our revamped and
reorganized Economy Tracker. Until this year, The Institute has published the Economy Tracker as an annual collection of economic data and
analysis. Beginning in 2014,
we are pleased to be able to
offer the Economy Tracker on
a quarterly basis with an added emphasis on highlighting

important issues, trends, and
contexts that are shaping the
regional economy. This would
not be possible without the
support of our Signature Underwriter, the Willary Foundation, and Contributing Underwriter UGI Utilities.
Understanding and interpreting key economic data is of
vital importance to our region.
In several economic benchmarks, including unemployment, income, and job crea-

tion, Lackawanna and Luzerne counties fall behind the
United States and Pennsylvania in per capita income and
several other key indicators.
Therefore, careful study of
economic data is necessary
in order to inform both business decisions and public
policy. The Institute’s publication will continue to provide both data and analysis
that we hope will advance
numerous conversations in
our region. ◊
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Distribution and e-Commerce (continued)
more specific types of economic activity. In 2011,
warehousing and storage
accounted for more than 40
percent of all jobs in the
cluster. The table below
shows the six largest subclusters by employment in
Lackawanna and Luzerne
counties. The largest subclusters in the region as of
2011 also tended to be the
fastest growing areas. Two
subclusters, Wholesale of
Farm Products and Supplies
and Electronic and Catalog
Shopping, both saw a more
than doubling of employment between 2007 and
2011. There was also a
growth in the Wholesale of
Jewelry, Watches, Precious
Stones, and Precious Metals. In general, subclusters
with declining employment
have been wholesalers of
durable goods, including
furniture, sporting and recreational goods, and apparel and accessories.

This phenomenal growth of
distribution and related
industries in Northeastern
Pennsylvania can be attributed to numerous factors. First, the Interstate
Highway System is readily
accessible. Major highways
as well as freight rail lines
link the region with larger
metro areas up and down

the Eastern Seaboard and
provide access to ports for
international shipping. Furthermore, Lackawanna and
Luzerne counties have a
good supply of affordable
sites for development compared to other regions in
the Northeastern United
States. In order to encourage further growth in these

industries, our area must
continue to improve its
transportation infrastructure, explore ways to further decrease the cost of
doing business, and promote itself as an emerging
hub for distribution and ecommerce. ◊

Labor Force Participation Rate Remains Below PreRecession Levels
There are many unique
measures used by economists to measure the health
of the job market. The most
commonly understood is the
unemployment rate, which
measures the percentage of
the overall labor force that
is not employed. The labor
force is simply defined as
the population of people
either employed or seeking
employment; in other
words, the total workforce.
The labor force participation
rate represents the share of
the total population that are
in the labor force.

Though our region has seen
a falling unemployment
rate, the labor force participation rate for adults age
18 and older remained at
62.7 percent, well below the
figures seen prior to 2010.
There are several factors
that may be responsible for
this trend.
The first possible cause is
frustrated job seekers giving up their job search and
dropping out of the labor
market. This may also explain at least some of the
decline in the unemployment rate.

Demographic changes can
also cause falling labor force
participation. For example,
as Baby Boomers age, they
may be retiring at a faster
pace than young people are
entering the workforce.

Furthermore, young people
may be waiting longer to
enter the labor force as more
and more high school graduates pursue some form of
postsecondary education. ◊
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Geographic Patterns in the Job Market
An important component of our regional economy is the geographic relationship between workers and jobs.
The commuting trends of workers
have implications beyond just traffic
congestion; they can shed light on
where firms choose to locate and
where workers choose to live. Businesses typically attempt to maximize
several efficiencies through their location, including proximity to customers,
supply chains, infrastructure, and
workforce. Examining these patterns
show us where firms are doing business and where residents of Lackawanna and Luzerne counties are going
to work.
These tables show municipality of
work for residents of Lackawanna and
Luzerne counties. Since 2002, there
has been a trend of job decentralization. Historically, jobs have been concentrated in urban centers. In 2002,
Scranton and Wilkes-Barre together
employed 59,751 local residents, 25.4
percent of the total. By 2011, that
percentage had fallen to 23.1 percent,
and over 6,100 fewer local residents
worked in either city. Though both
cities are likely to remain the top job
centers in Northeastern Pennsylvania,
these shifts over a period of ten years
are considerable.

Where, then, are these jobs going?
Though some communities, such as
Pittston Township and Hazle Township, have seen significant job growth,
there is no single municipality that is
emerging as a major job center. Instead, jobs are becoming more spread
out, and more workers are commuting
out of the area entirely for work. An
increasing proportion of workers are
now working in municipalities that are
outside of the top 25 largest job destinations (as ranked by total jobs held
by Lackawanna and Luzerne county
residents). One likely driver behind
this trend is the tremendous growth of
warehousing and distribution industries during that time period. Those
firms are typically located outside of
city centers, nearer to highway or rail
transportation and where there is
abundant and affordable space for
development.
An increasing share of residents also
travel outside of the area for work.
The percentage of local residents who
work out-of-state doubled between
2002 and 2011, and the number of
commuters to the Philadelphia metro
area rose by over 30 percent and accounted for 14,595 jobs held by
Lackawanna and Luzerne county residents in 2011. The number of com-

muters to the Northern New Jersey/New
York City metro area is smaller, but
grew by 79 percent between 2002 and
2011. This speaks to the desirability of
Northeastern Pennsylvania as a place to
live and likely reflects its relatively low
cost of living compared with counties
closer to Philadelphia and New York
City.
The decentralization of jobs in our regional economy underscores the importance of transportation infrastructure. Further investment in transportation, including public transit, must be
made so that people can still get to
work in areas farther from housing.
There is also an economic development
implication to these trends. Less centralization of jobs could mean greater
competition between communities to
attract jobs. Thus, there is a need to
create a culture of cooperation for regional economic development so that
our regional economy can be strengthened. As indicated by this data, people
do not live their lives by municipal or
political boundaries. The communities of
our area need to take a regional approach to problem solving and promote
our region not just as an attractive
place to live, but as an attractive place
to do business. ◊
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Selected Economic Indicators
Establishments by Industry
The US Census Bureau defines an
establishment as a physical location where business is conducted
or services or industrial operations
are performed.
Luzerne and Lackawanna Counties
saw small increases in the total
number of working establishments
from 2011 to 2012. The total increase in establishments was less
than one percent for both counties. In Lackawanna County, the
greatest growth of establishments
was in accommodation and food
service and health care and social
assistance while wholesale trade
saw the largest decrease. In Luzerne County, transportation and
warehousing and health care and
social assistance were the two
largest growers, while the information industry had the greatest
decline.
The retail trade industry had the
most establishments in both counties, while Health Care and Social
Assistance had the second most
establishments in 2012. Of the
total number of establishments in
Lackawanna and Luzerne Counties, about 70 percent of those
establishments had fewer than 10
employees, indicating a large
number of small businesses in the
two counties. The number of these
small businesses grew for both
counties from 2011 to 2012.
One of the strengths of the regional economy is that there is a
fair distribution in the business
sectors. This means the region
has balance and is not dependent
on one sector to succeed. Economies with a predominant sector
run the risk of steep declines
should that sector fail.
Source: U.S. Census Bureau County Business
Patterns
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Selected Economic Indicators
Total Annual Payroll
From 2011 to 2012 the percent increase of total payroll in Luzerne and Lackawanna Counties, and the state of Pennsylvania.
There was only a small increase in payroll in Lackawanna County, and there was a decrease in the payroll of the retail trade,
transportation and warehousing, and health care and social assistance industries (0.78 percent, 2.49 percent, and 3.61 percent
decrease respectively). While Lackawanna County showed a decrease in payroll from 2011 to 2012 in the transportation and
warehousing industry, Luzerne County had a 30 percent increase in payroll from 2011 to 2012 showing that Luzerne County’s
public transportation and warehousing industries are growing. Luzerne County showed no significant decreases in payroll which
was fairly consistent with the state as a whole. The region still lags behind the state average in payroll change. This has been
the case for several years demonstrating that business and job growth has been challenged since before the recession. Source:
U.S. Census Bureau County Business Patterns

Per Capita Income

Average Wage Per Job

Per capita income is calculated as the total aggregate income
earned in a region divided by the total population of that region. The income per capita showed a steady increase from
2002 to 2012 in both Luzerne and Lackawanna Counties, as
well as the state and the nation as a whole. However, this
increase does not account for inflation; in real dollars, per
capita income increased by a much smaller margin between
2002 and 2012.

The average wage per job shows an increase from 2002 to
2012 for both counties, but the rate of growth was still well
below the state and national changes. Both counties were
very similar in the wages per job, but Luzerne County was
slightly higher in the average wage per job. However, Lackawanna County had a higher percent increase in the average
wage per job from 2002 to 2012.

Both counties’ per capita income grew at a rate below the
state’s rate of about 40 percent, but Lackawanna County
showed an increase that was greater than the nation’s increase in income per capita.
Source: Bureau of Economic Analysis, calculations made using population data from
U.S. Census Bureau.

Many attribute the lower wages to the fact that there is a
lower cost of living in the region, however, the cost of housing has been rising faster that wages creating more economic challenges locally. This is a contributing factor to the
higher poverty level the region experiences.
Source: Bureau of Economic Analysis
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Selected Economic Indicators
Employment and Job Creation by Traded Cluster
Traded clusters are groups of related
industries that serve markets beyond
the region in which they are located.
They bring new money into the region.
In other words, they represent our
region’s economic base.
The employment for the largest five
traded clusters in both counties are
shown here. In Lackawanna County,
Education and Knowledge Creation
remained the top traded cluster with
increased employment of 17 percent
from 2007 to 2011. The Food Processing and Manufacturing trade cluster jumped from the number ten slot
to the fifth most employed cluster due
to a 15.5 percent increase in employment from 2007 to 2011.
In Luzerne County, the Distribution
and Electronic Commerce cluster remained as the number one cluster
from 2007 to 2011 and had a 39 percent increase in total employment,
while the business services cluster
remained the second largest cluster by
employment despite a nearly 12 percent decrease in employment from
2007 to 2011. While less than one
third the size of employment, Hospitality and Tourism demonstrated the
second largest in percentage growth
and moved from the fifth ranked to
fourth.
The charts at right show net job creation between 1998 and 2011 for the
five traded clusters with the largest
net gains and the five traded clusters
with the largest net decline. The expected value shows the net change
that would be expected if the counties
followed trends in the U.S. as a whole.
It can be used to show which clusters
have outperformed or underperformed
in our area. In both counties, Distribution and Electronic Commerce showed
the greatest growth; both exceeded
the expected value. Education and
Knowledge Creation also showed job
growth in the region, though to a
smaller extent than the United States
in general.
Source: www.clustermapping.us (A project of Harvard Business School and the U.S. Economic Development Administration.)
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Selected Economic Indicators
Inflow/Outflow and Distance to Work

Inflow and Outflow show the commuting patterns in the two
counties - the number of county residents who commute outside
the county to work, the number of workers in the county who
come from outside, and the number of jobs held by workers
who also live inside the county (internal jobs). In 2011, Lackawanna County had a net inflow, meaning that more workers
commuted into the county than residents that commuted out of
the county. Luzerne County showed the inverse - a net outflow.
The tables below show the distance to work for residents of the
two counties. Between 2007 and 2011, an increasing number of
commuters and traveling longer distances to work.
The data supports that job growth is limited in the region and
more residents are seeking employment elsewhere yet choose
to remain residents of the region. While this speaks to generally
quality of life, the stunted job growth also creates sales leakage
as commuters spend money outside of the region.
Another aspect is that people to choose to work elsewhere because wages are higher in the easily accessible metropolitan
areas. They choose the longer commute to earn the higher wages. Local payroll and wage data support this thesis.
Source: U.S. Census Bureau LEHD (OnTheMap.ces.census.gov)
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Labor Market at a Glance
According to preliminary figures from the Bureau of Labor
Statistics, in June 2014, the
unemployment rate in Lackawanna County was 6.7 percent, marginally lower than
the month before. In Luzerne
County, the unemployment
rate held steady at 7.1 percent. Both counties’ unemployment rates appear to be
trending downward since
2012, and 2014’s rates so far
are an improvement over the
2013 average. However, unemployment in both counties
is higher than both the national and statewide figures.
Further complicating the two
counties’ economic recovery is
the decline in the labor force
and total employment. Total
employment in the two counties remains over 8,200 lower
in June 2014 than in 2007. In
the first half of 2014, the total
labor force has been low compared with prior years. This
means that fewer workers are
searching for jobs. ◊

