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Thank you, Ed, for the introduction.  







The Economic Transition Felt Across 
the Nation

Source:

 

Bureau of Labor Statistics, Current Employment Statistics
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Perhaps the best place to start is by talking about where we have been and where we are now, as a nation, when it comes to jobs.  



Where were the jobs:  

As this graph shows, in 1940, 38 percent of our nation’s jobs were in goods producing industries.  Industries making cars, making food, building houses, building roads.

The remaining jobs – some 62 percent – were in service providing industries.  Doing taxes, banking, selling clothes, shipping items, etc.

By 2006, the gap between these two broad categories of job distribution had grown: 

In 2006, the U.S. economy, had 23 million jobs in goods producing industries and 113 million jobs in service providing industries.  

Today, for every 1 worker producing something in the economy, there are 5 workers providing a service in the economy.   

Behind this chart is another story; perhaps a more telling story:

In 1940, 31 percent of our nation’s jobs could be found in manufacturing compared to just 5 percent in education & health services.

By 2006, 10 percent of total jobs were in manufacturing compared to 13 percent in education & health services.

Therefore, over these sixty-plus years, our nation has gone through a transition away from a production-intensive economy to a service-intensive economy.



While reasonable minds could debate whether or not this transition is an entirely good one, 

nobody has felt the potential adverse effects of this more than Michigan

And, specifically, our region.



Why?  In very simple terms, we have, traditionally, heavily relied on these goods producing jobs. . . 



Manufacturing Jobs Continue to 
Decline While Healthcare Jobs Rise

Source:

 

Bureau of Labor Market Information & Strategic Initiatives, Quarterly Census of Employment & Wages
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With that in mind, let’s look at our region.  This chart shows job trends in two vital East Central Industries: health care and manufacturing



You will first notice in 2000, the distance between the employment levels of the two sectors was large; about 30 thousand jobs.

Since than, health care has added about 5,000 jobs in our region and grown by 13 percent.

At the same time, manufacturing has lost 17,000 jobs and shrunk by 25 percent.



In 2006, the two industries were very close; they are within 7,000 jobs!

Therefore, if recent trends continue, we could – in the very near future – have more health care jobs than manufacturing jobs.



While this is a striking chart, it is important to note there have been other industries to add jobs 

and others to lose jobs.





Let’s take a closer look  at industry job movements in our region . . .  





Healthcare Cluster Grows Despite 
Regional Job Losses 

Job Gain/Loss by Industry, 04‐06
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Between 2004 and 2006, the east central region has lost nearly 3,000 jobs.



As this chart shows, many of these job declines have come from goods-producing industries like manufacturing and construction; incidentally, the bottom bars on this chart.

What is economically important about the industries that have lost many jobs is that they are well paying industries.  

For instance, the average wage for a manufacturing worker in our region is about $1,000 per week; and as high as $1,400 per week in Saginaw.

Construction is also a relatively well paying industry.



Accordingly, as workers in these industries lose their jobs, they are spending less money at local retailers, local restaurants, going on less vacations, and on and on.  

The ripple effect continues as retailers buy less goods from wholesalers, 

wholesalers buy less goods from manufactures, and. . . you see where this is going. . . .



So, as this chart suggests, health care is one of our region’s bright spots as it grew by 5.4 percent.  



Let’s briefly touch on the other two.  

Much of the job growth in professional services has come from staffing firms.  These firms are an interesting animal, because, while workers are employed with the staffing firm, they may be doing construction work; nevertheless, we pick up their job as being “professional services”.  Therefore, it is important to note that some – not all, or even most – but some of these jobs are probably distributed throughout our economy.  

Staffing firms have shown recent growth in our region and this growth is not concentrated in our urban centers.  Our more rural counties in the North and in the Thumb have also seen large increases in staffing firm jobs.



The growth in natural resources has been come primarily from agriculture.  

Specifically, from crop production and from animal production.  

Many of these new jobs have been generated in the Thumb.

Perhaps, in a few months, Dr. Pichla will ask me to talk about this job growth in an evaluation of the Thumb region’s Agri-Business 2100 project, which is another RSA. . . one focusing not on healthcare but on Agriculture.



So, that just touches on the recent job gains in our region.  Let’s now turn to a more exhaustive discussion of the health care job growth.  

After all, that’s where we’re here!











Inter‐Cluster Job Trends (Detailed Sectors), 04‐06
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From the last chart, we know that the healthcare cluster has grown by 5.4 percent since 2004.

Which specific industries contributed to that job growth and which did not?



Let’s start with the industries that lost jobs.

1) First, outpatient care centers was down by 17 percent.

But note that that 17 percent was only 100 jobs.  So the real question is, why didn't we see jobs added in the sector?  

In general, firms in this industry include family planning centers and outpatient mental health and substance abuse centers.

At least some of the sluggishness from this industry may come from consolidation.

Many of the services provided by firms in this industry are being performed by larger hospitals or ambulatory health care centers.



2) Next, community care centers for the elderly

Ironically, some of this sectors job losses can be blamed on the largest gainer: home healthcare services.

It appears to be true that there is at least some trend whereby consumers are moving away from institutional care toward home healthcare.  

Much of the reason for this is affordability.  Also desirability.  

Also, consider some of our region’s more rural settings.  In some instances, loved-ones could be many miles away in an institutional setting.  

with home healthcare, that loved one could live at home, or with family, and distance would not be as much of a problem.

In general, the alternative of home healthcare may be causing some job decline in our region’s community care centers.



3) Finally, Insurance carriers have lost jobs.

The major trend here is consolidation as many large insurance firms are consolidating operations to centralized locations.

For instance, Saginaw lost hundreds of jobs just a few years ago as Blue Cross consolidated regional operations to Flint.  

This same type of trend is also being seen among small and mid-sized firms.

Some areas – not ours – have seen a benefit from this trend; these regions include: 

1) Region’s that are home to major insurance providers that are consolidating operations to that location, and

2) Region’s that are experiencing entrepreneurship from downsized workers.





Inter‐Cluster Job Trends (Detailed Sectors), 04‐06
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Now industries that are seeing job growth:



We already discussed home health care, but what about medical equipment & supplies manufacturing?  

This industry added 200 jobs between 2004 and 2006.

This sector has received a lot of attention recently, and, at last year’s health care summit, an expert spoke on this very topic.

Much of the interest in this particular sector comes from the romantic idea that we have an opportunity to combine two things we are historically good at: health care and manufacturing.

So far, we have been successful.



Offices of other health care practitioners has grown by 300 jobs.

First, what is it?  Well it includes things like chiropractors, optometrists, mental health practitioners, and physical therapists.

The story here, is really just demand.  New medical buildings are popping up everywhere.  Often, they are this type of operation.

Some of these firms are getting more business as medical alternatives are increasingly considered by patients and paid for by insurance companies. 

Others, including physical therapy, are also getting more business, simply, from an aging population.



Last, we should talk about vocational rehabilitation services.

This industry is seeing some solid growth in our region.

Several people who work in this industry have told me a lot of this growth comes from – ironically – our struggling economy.

As individuals with disabilities face the hard reality that getting a job is not only hard, but necessary in these difficult times, they are often more likely to confront their disability with the goal of employment.

As a result of this increased demand, public and private rehab. services are seeing their caseloads grow.  

To meet this demand, jobs have been added.





Some Regional Healthcare Sectors 
Show Competitiveness

Source:

 

Bureau of Labor Market Information & Strategic Initiatives, Quarterly Census of Employment & Wages

Location Quotient by Detailed Industry, 2006
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Before we get into this chart, let me give a quick definition of location quotients:



DEFINITION: A location quotient considers a region’s share of jobs in a particular industry (say health care) and compares that with the nation’s share of jobs in that same industry (health care). 

The two are put into a ratio; if the quotient is 1, that tells us that the regional share of jobs in that industry is exactly equal to the national share of jobs in that industry. 

If the quotient is less than one, the national share is larger, if the quotient is larger than one, the regional share is larger.

RESULTS: These results have been interpreted as follows: in general, a location quotient “considerably” higher than 1 may be considered an export industry.  

Conversely, a location quotient “considerably” lower than 1 may be considered an import industry.  



To simplify, when an industry has a high location quotient, it suggests that a region has a relatively high share of jobs in that industry. . . 

And as a result, that industry produces goods or services for more than just the local economy.  



I don’t want to spend much time on this chart, but I do want to draw your attention to the red bar representing the entire East Central health care cluster.  

Our cluster’s location quotient is 1.2; probably not high enough to brag too much that health care, generally, is an export industry for us. . .



Let me give you an analytical example of a particular location quotient in our region (Med. & Diag. Lab.).



Now that we have had a chance to glance at this chart, let’s look at our region’s recent location quotient trends. . . 



Location Quotients Strengthen in 
Most Healthcare Sectors 

Source:

 

Bureau of Labor Market Information & Strategic Initiatives, Quarterly Census of Employment & Wages
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Between 2004 and 2006, our healthcare cluster’s location quotient has only inched upward.



But some sectors have seen considerable strengthening; including, some of the industries we just talked about. 

Others have declined somewhat.  



In the overall cluster, location quotients declined in only 2 industries, were flat in 6, and improved in 10.  Data was not available for 2.



So, healthcare, with 

 jobs growth and 

 strengthening location quotients, 

appears to be holding its own in our region, during a time of overall slow growth.  

 



How does our healthcare cluster compare with our other sectors? 

 Next, I want to show you what is known as a cluster map.



Healthcare Positive in all Three 
Dimensions of Porter Cluster Analysis

East Central Region Cluster Map, 2006
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No, this is not the Milky Way.



But, I should take a minute to disclose that this type of chart is not my original idea.

  

We should thank Michael Porter, an economist from Harvard University’s Institute for Strategy and Competitiveness, for thinking of this busy chart.  

While there is a lot going on, this is also a very informative picture. . . 



Allow me to walk you through it



Demonstration. . . 







Cluster Growth Means More Money 
Circulating in Our Economy

Source:

 

Bureau of Labor Market Information & Strategic Initiatives, Quarterly Census of Employment & Wages
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So, in the last 15 minutes, we have seen that our healthcare cluster is strong, growing, and critical to our region.  



We should take a minute to, sort-of, tie healthcare into the overall economy just a little more. . .   



Consider that in the 2nd Quarter of 2006, workers in our region’s healthcare cluster earned $1.71 billion.

Also, since 2004, the total wages paid to healthcare workers has increased by about 10 percent.

At the same time, total wages paid to the average worker increased by about 3 percent.



This suggests that health related industries and its workers are fairing relatively well during a time of overall sluggish economic growth.  

It also suggests that new and existing workers in these industries are able to spend more money in the surrounding economy.  



According to economic theory, workers who earn a moderate wage – similar to wages paid in many health-related jobs – have a high propensity to consume.  

What does this mean to the surrounding economy?  



A large share of the $1.7 billion paid to workers in our health care cluster is being spent in and around the region helping to support and grow businesses in other industries.



This is good news right?  



Solid Employment Growth to 
Continue Among Health Occupations

Source:

 

Bureau of Labor Market Information & Strategic Initiatives, Occupational Outlook, 2004‐2014
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Well, I have just one last slide with more good news. . . .



According to projections from my Bureau, healthcare occupations are expected to show continued growth through 2014.



In fact, healthcare occupations occupy the #1 and #2 positions on this chart;

A chart that shows the occupational groups that are expected to see employment growth between 2004 and 2014.



Healthcare is forecasted to add more than 5,000 jobs during the period and grow by 16 percent.  

Over that same period, total job in our region are expected to increase by about 6 percent.  



Notice, we also expected production occupations to continue to decline.  

So many of the trends we have talked about today, are expected to carry over the next several years.



With that being said, I am happy to be here today, as part of the East Central Regional Skills Alliance.

I look forward to continuing to assist all of you and the industry, as healthcare continues to shine in our region!



The East Central Healthcare Alliance
 Observations from Three Years of Regional Collaboration
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I would be happy to answer any questions providing the agenda allows.  

If not, I will stick around afterwards, so just come find me. . . 
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