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Vocational Education

Interview participants noted that local schools are providing less vocational training and
fewer choices to their students who are not college bound. “The SMISD and HCISD offer
very little or no training in basic entry skill sets,” said one survey respondent. “Not every
student should be on a college track.” Vocational training is “sorely needed,” noted
Caldwell County residents, instead of just four-year college preparation. Vocational
education that promotes targeted local industries is key, especially in those fields that are
currently struggling to fill positions with the local workforce.

Because of its partnership with the SMISD alternative school, Gary Job Corps has a bad
perception in the community as “where troubled kids go.” The program could be better
utilized to meet the needs of all students in the district, not just “at-risk” or “bad
students”. One input participant believes that Gary Job Corps is a great resource but is
still “unknown” to many who could use its services. The resource is not being used by the
community to its full extent, noted one focus group participant, and attracts many
students from Houston.

Enhanced Connections between Potential Workforce, Education, and Business
Communities

Community input participants stressed the importance of partnering with TXST to
ensure the area has a consistent white-collar workforce. “Businesses fail to take advantage
of the University, and students leave upon graduation.” The relationship between local
businesses and young workers should being in the PreK-12 schools. “There is a lack of
collaborative efforts among businesses that participate in supporting the schools’
educational goals,” said a survey respondent.

To develop the professional workforce, the area’s businesses should be “building
relationships with the University to make sure that they are connecting students to jobs
before they graduate.” “San Marcos does not take advantage or promote business
opportunities for the types of programs and young professionals the University is
producing.” Young professionals crave “work that is exciting and sparks imagination.”
“Provide more job opportunities so that when young professionals want to change jobs,
they can without having to move.”
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Best Practices

The term “best practices” refers to the body of knowledge produced as practitioners
experiment and innovate in the quest for greater effectiveness and efficiency. An
examination of best practices from other state, regional, and local economic development
efforts is a crucial component of this project.

A review of workforce development best practices, models, and options will help to
provide benchmarks for evaluating the services and service delivery systems, programs,
and activities that shape the business climate in Greater San Marcos. As the strategy
development progresses, best practice information provides a framework for evaluating
alternative programs and organizational structures. It allows communities to learn from
the experiences of others, build upon their successes, and avoid their mistakes.

Promote the community as a place for jobs to college students
Greater Grads: Oklahoma City, Oklahoma

Greater Grads is an initiative of the Greater Oklahoma City Chamber’s Education and
Workforce Development division. Greater Grads launched in 2006 to build Oklahoma
City’s talent base by connecting Oklahoma graduates — a vital component of the City’s
future workforce — with employers in the Oklahoma City region. These connections are
projected to help Oklahoma City’s economy, creating more opportunities in the years to
come. The program consists of three parts:

e Summer internship program: Interns can be enrolled in this four-week series
that includes a kick-off session and four lunch sessions that highlight the benefits
of living and working in the Oklahoma City region, fosters peer networking and
provides resources to help students transition from college to career.

e Regional Career Fair: The Career Fair is held each spring with more than 100
recruiters from local companies. A link on the Greater Grads website provides
attendees with resume and interviewing tips to maximize their success, and the
time of the employers attending the fair.

e Website for graduates and employers: This website focuses on promoting
Oklahoma City to recent college graduates and young professionals and
connecting them with jobs available at local businesses. http://greatergrads.com

Greater Grads is primary funded through the Oklahoma State Regents for Higher
Education Grant.
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Strengthen the Chamber/Workforce Development Board relationship
WorkSource and the Jacksonville Regional Chamber of Commerce: Jacksonville,
Florida

WorkSource is part of First Coast Workforce Development, Inc., providing services to
help the First Coast work. First Coast Workforce Development is a publicly funded not-
for profit organization that provides extensive workforce-related services to six counties in
the First Coast area — Baker, Clay, Duval, Nassau, Putnam and St. Johns counties. The
organization operates 8 one-stop sites and 6 satellite sites throughout the region and
offers direct services to businesses, job seekers and program clients. WorkSource
services include:

Assistance with large recruiting events

Labor market information

Employee assessment tools

Customized training focused in targeted industries
Workplace education

Access to retired and separating military members
e Outplacement services

Cornerstone Regional Development Partnership and the Jacksonville Regional Chamber
of Commerce have partnered with WorkSource since 2000 to ensure fast, high quality
staffing for organizations in the Jacksonville area. The Chamber encourages its
membership to both post jobs through WorkSource’s website and to utilize the
organization’s services for matching their employment needs to the region’s workforce.
Additionally, Cornerstone and Chamber staff direct both employer and worker inquiries
to WorkSource for assessment. Linked websites that utilize Synchronist software aid in
addressing workforce development issues aligned with organizations business retention
and expansion needs.

The Jacksonville Regional Chamber of Commerce also developed a collaborative
program coordinated by WorkSource called Keys2Work, an interactive web tool that
allows high school students to:

Measure what their skills are worth
Explore careers that match their interest
Improve skills they need

Certify the skills they already possess

The WorkSource staff has already communicated with 8,791 students and conducted
4,669 assessments to improve education and workforce readiness. Other projects
directed by the Chamber in partnership with WorkSource are:

e College graduate recruiting across the Southeast United States

Target Business and Workforce Analysis
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e Establishment of Career Academies in high schools throughout the region

e Inner-city micro-business expansion

e Internships, job shadowing and employment opportunities for disadvantaged
youth

WorkSource is a key partner in all economic development recruitment and expansion
efforts. By meeting early on with site location consultants or corporate relocation staff,
WorkSource is able to provide credible labor market information, provide recruitment
and screening assistance and lay the foundation for meeting future customized training
needs. The WorkSource staff are regular participants in Cornerstone partner meetings,
providing the latest labor market information, training funds available and grant
opportunities.

Increase vocational and technical education at the secondary school and community
college levels
Walton Career Academy: Walton County, Georgia

Walton Career Academy is a publicly-funded charter school with the mission of
“ensuring a viable 21st Century Workforce.” The Career Academy opened in August
20006 as a joint venture of local businesses, the Walton County School System, and
Athens Technical College (ATC) to create new options for students in a rapidly changing
economy. Serving grades 10-12, the program combines academics with career and
technical education. The Academy serves as the county’s workforce development center
and as the Walton County campus for ATC. Students from local high schools regularly
attend classes alongside adults for all or part of the school day and earn dual-enrollment
college certifications through the college.

Area businesses help develop Walton Career Academy’s curriculum and customize
training through input on workforce skill gaps. Career pathways and courses offered
include automotive technology, cosmetology, commercial art, engineering and
manufacturing sciences, marketing, business, health care science technology,
engineering, drawing and design, veterinary science, broadcast video and production,
construction technology as well as advanced placement and foreign language courses.

The Academy focuses on developing students’ soft skills such as communication and
work ethic by providing a work ethic grade in addition to a course grade in every class.
Students also have access to work-based learning opportunities with more than 8o local
businesses, including job-shadowing, internships, and apprenticeships. Walton Career
Academy also offers GED preparatory courses and ATC curriculum courses for adults.

In its first three years of operation, Walton Career Academy’s dual-enrollment
participating students increased by over 500 percent. The number of dual-enrollment
course offerings also doubled during this time; the program boasts a graduation rate of
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99 percent for its dual-enrollment students. The adult population at the Walton County
campus of Athens Technical College grew by more than 200 percent.

The Academy was awarded one of six Career Academy Initiative grants from Georgia’s
Lieutenant Governor. The grant will help fund the development of a life science wing that
will house full-time heath care and biotechnology education programs.

Create a workforce pipeline from PreK-12 to Target Industries
Auburn Training Connection: Auburn, Alabama

The Auburn Training Connection (ATC) is a partnership among industry, education, and
government with a mission to address the challenges of training, supporting, and
maintaining a skilled manufacturing workforce in a region that is experiencing rapid
growth. ATC provides basic skills training programs and enhances skilled manufacturing
and industrial career opportunities for the citizens of Auburn, Lee County, and
surrounding counties.

ATC formed in 2002 as a 501(c)3 non-profit organization through the joint efforts of the
City of Auburn’s Economic Development Department, local industries, and the Auburn
Technical Assistance Center, part of the Auburn University College of Business Outreach
Program. The Auburn Training Connection is supported by local industry partners
through annual membership fees, and through the City of Auburn, which provides
significant financial support and a business incubator facility from which ATC conducts
its administrative and training operations. The City of Auburn staffs a full-time
Workforce Development Division and is the only city in Alabama with a fully dedicated
Workforce Development Director and staff.

ATC programs are guided and driven by industry partners. ATC works with local firms to
identify skills and training needed for manufacturing and industrial jobs. The
partnership develops specialized programs that address both existing and future needs,
supporting a continually renewing skilled workforce.

In order to encourage workforce training at the vital early stage, ATC implemented
Industrial Technology Curriculum in partnership with the Alabama Department of
Education and Auburn High School. The Industrial Technology Curriculum program
provides high school students the opportunity to learn specific and high-demand skills
through a dual enrollment with Southern Union State Community College. Participating
students work towards their high school diploma while also receiving college credit for
Industrial Technology courses.

The Auburn City Schools System provides funding for certified teachers with industry
experience for Auburn Training Connection’s high school program. Students participate
in hands-on training labs in fields such as welding, pneumatics, mechanics, and
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precision machining. Alabama Power Company provides grant money for an interactive
computer lab which is used for training in a variety of safety and environmental topics.

Additionally, ATC facilities are often used by existing industry for OSHA general
industry safety training, principles of Lean Manufacturing instruction, labor relations
(conducted in both English and Korean), and management and supervisory training. ATC
partners with Alabama Industrial Development Training, Alabama Technology Network,
Rockwell Automation, Southern Union State Community College, and various private
contractors to provide workplace training.

The Auburn Training Connection also provides other services to industry partners,
including wage and benefit surveys, labor analysis, and sponsorship of job fairs. Other
ATC initiatives include:

e Industrial Technology Certification — This apprenticeship program develops
qualified, skilled multi-craft maintenance workers in the regional labor market.

e Focus on Your Future — ATC publishes career catalogs for high school students
as a resource regarding local manufacturing employers, including skill
requirements, benefits, and salaries.

e Workforce Development Summit —ATC and leaders from local and state
government, industry, and education hosted the first summit in September 2006
with more than 200 people in attendance.

e Christian Women'’s Job Corps of Lee County — A partnership with the Job Corps
assists chronically unemployed women or females entering the workforce for the
first time. Participants receive 10 weeks of technical training, mentoring, and
meals, all provided by a team of 50 volunteers.

e Jobs for Alabama Graduates — JAG is a school-to-work transition program
available to Lee County high school seniors.

e Mentoring program for at-risk youth — Community and industry leaders
partnered to establish a mentoring program for unemployed and underemployed
youth in the region.

Addressing Workforce Shortages within Target Industries
Baptist Health South Florida and South Florida universities: Miami, Florida

In 2001, Baptist Health South Florida, a nonprofit hospital in Miami, initiated a
partnership with Miami Dade College to fund associate’s degrees for nursing students.
Since then, the hospital has collaborated with many other higher education institutions
in the region, including Barry University and Nova Southeastern University. Once
nursing candidates receive their associate’s degree, they may work at the hospital while
continuing their studies toward a Bachelor of Science in Nursing (BSN) in classes taught
on-site.

Baptist Health proactively addressed its urgent need for nurses by not only providing 8o
tull scholarships to eligible BSN candidates at NSU in exchange for three years of
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practice at Baptist Health, but is also funding three full-time faculty at Nova Southeastern
University. NSU offers classes at Baptist Health. Baptist Health also offers many $7,500
scholarships (plus lab fees and textbooks) at other South Florida universities for services
at the hospital upon graduation. Baptist Health South Florida’s scholars program has
been highly successful in building and sustaining its present and future nursing
workforce through these relationships with nearby colleges and universities.

Many other health care facilities in the South Florida region have similar flourishing
university programs, such as collaborations between Scripps Research Institute and
Florida Atlantic University and several scholarship programs with area hospitals at
Florida International University.

KEY FINDINGS

e In terms of workforce availability, the region does not necessarily have the
abundant, immediate workforce it is thought to have just because it is a
“university town.” Compared to national dynamics, the region has a higher
slightly proportion of 25-34 year olds, but smaller proportions of young (18-24)
and more experienced (ages 35-44, 45-54, 55-604, and 64-69) workers.
Furthermore, since 2000 Greater San Marcos’ labor force participation rate has
declined ten percent. Its LFPR is lower than the metro area, state, and the nation.
While increased enrollment at Texas State likely contributes to this, its
enrollment increase during this time was one-tenth the total population growth
for the Greater San Marcos region, suggesting other factors are at play.

e Projections from the Texas State Data Center suggest that growth could help to
improve the region’s long-term position, in terms of workforce availability. While
the San Marcos region’s share of workers is predicted to decline from 68.1
percent of the population in 2010 to 64.1 percent in 2040, this rate is expected to
remain competitive compared to national trends.

e Compared to the state and the nation, Greater San Marcos is in a relatively
competitive position in terms of educational attainment. In 2007, an estimated
34 percent of local adults ages 25 and older held an Associate’s Degree or higher
compared to 31 percent in Texas and 35 percent nationwide. However, it is
important to note the stark differences between Hays and Caldwell Counties — 11
percent of Hays County residents lack a high school diploma compared to 26
percent in Caldwell County.

e Educators, employers, and economic developers have nearly unanimously agreed
that the local presence of a community college is vital to the region’s long-term
economic health. The current sense is that Greater San Marcos has a “broken”
talent pipeline, which is the major impediment to strengthening the local
workforce and increasing Hays and Caldwell County’s economic competitiveness.
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e In addition to the need for a local community college campus, participants in the
public input process stressed other key points including:

0 A high demand within the region for PreK-12 technical and vocational
training to prepare youth for the workforce.

0 Few opportunities exist for professional jobs with advancement tracks
due to the high percentage of retail and low-skill occupations, as well as
low wages.

0 San Marcos needs more diverse employment opportunities to meet the
professional goals of its diverse population.

Target Business and Workforce Analysis
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TARGET BUSINESS ANALYSIS

This section examines the dynamics of each recommended target business sector, which,
based on input and data, has the highest probability of sustained success for the future of
the Greater San Marcos economy. It is critical for project stakeholders to understand that
this is not the economic development plan, but rather a part of the research that will
inform the preparation and development of the Greater San Marcos Comprehensive
Economic Development Plan.

Each cluster is presented around answering the following four questions.

e How is this target defined?
e What are the larger trends affecting this target?
e What is the existing employment in Greater San Marcos?

e What opportunities and challenges are associated with growing this target?

Market Street’s recommended target business clusters reflect numerous quantitative and
qualitative considerations, as outlined in the Methodology section. Because of the
community’s position between two prosperous, growing metropolitan areas, the regional
targets currently being pursued by the Greater Austin Chamber of Commerce and the
San Antonio Economic Development Foundation have also been considered to explore
potential synergies that may exist. It is important to note that Caldwell and Hays
counties (Greater San Marcos) are located within the five-county Austin-Round Rock
metro area served by the Austin Chamber.

San Antonio Economic Development Greater Austin Chamber of Commerce
Foundation and City of San Antonio Targets Opportunity Austin 11

e  Agribusiness

e  Aviation/Aerospace Base targets

e  Biotechnology e  Convergence Technologies

e  Creative Services e  Creative Media

e  Environmental Technology

(a-k.a. Clean/Green Technology) Diversification targets

e Finance e  Green Industries

e Information Technology & Security e  Corporate and Professional

e  Logistics and Distribution Operations

e  Manufacturing e  Health Care and Life Sciences

e Telecommunications

e  Corporate & Regional Headquarters

e  Downtown Urban Significant Projects

Target Business and Workforce Analysis
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Targets currently in development by
the Greater New Braunfels Chamber
are outlined in the text box to the
right. While New Braunfels is not a
major economic engine like Austin
and San Antonio, it is a close
neighbor and a community that
frequently competes with San
Marcos. Being cognizant of its target
business sectors will be helpful to

Greater New Braunfels Chamber of Commerce:
Economic Development Targets

e Logistics/Distribution

Specialty Foods

Automotive Suppliers
Telecom/Information

Aviation-Related Activities

Data Centers

Music Industry

Healthcare & Related Medical Technologies

EDSM as it works to define Greater San Marcos’ economic role within Central Texas.

To provide a visual basis for the recommended clusters, the following bubble chart has
been prepared to illustrate which business sectors have registered solid performance over
the last five years (Q3 2003 — Q3 2008, the most recent quarter for which data are
available from the U.S. Bureau of Labor Statistics), and which have declined or are at risk
of decline. From the presence of large employers in these business sectors, it is clear that
the region’s “bread and butter” is retail trade and educational services. Greater San
Marcos’ leaders must place greater focus on economic development efforts which will (1)
support investment and employment growth in emerging, private-sector driven business
clusters, (2) help to strengthen and diversify the local economy by offering jobs at a
variety of skill levels, and (3) leverage San Marcos’ existing assets, infrastructure, and

character.
Greater San Marcos: 5-year Business Sector Performance
Quadrant 1= "Growth Sectors" (Currently Competitive and Growing)
Quadrant 2 = "At-Risk Sectors" (Currently Competitive but Declining)
Quadrant 3 = "Declining Sectors" (Currently Uncompetitive and Declining)
Quadrant4 = "Emerging Sectors" (Currently Uncompetitive but Growing)
Size of Bubble Represents Q3 2008 Employment
3.00
2.50
. Educational Services
3
S 2.00
N
[50)
d Retail Trade
2 1.50
Q Accomodation Manufacturing
° &Food Services  © construction
S i
d 100
c
.2
e} Real Estate
& Information
S 050 i
Administrative . Arts, Entertainment,  Fiflance Transoortation Professional i Management of
& Waste Services & Recreation & Indurance o Wa‘rehousmg & Technical Services Companies
0.00 Wholesale
Trade
-0.50 3 4
-0.30 -0.20 -0.10 0.00 0.10 0.20 0.30 0.40
Changein Location Quotient (Q3 2003 - Q3 2008)
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Target Business and Workforce Analysis
June 2009

29




 MARKETS!

Market Street has identified the following as the most promising target clusters for
Greater San Marcos to pursue as it moves forward with this strategic planning process.
Ultimately, these targets were selected because they provide job opportunities for a wide
range of income and skill levels and contribute to a stronger, more diversified local

economy.
e Health Care
e Corporate and Professional Operations
e Materials Science and Advanced Manufacturing
e Supply Chain Management

In addition, Market Street has identified three special opportunity areas which may bring
benefit to the local economy. Tourism, Downtown Development, and Green
Industries should be pursued with the understanding that they can enhance local vitality.
However, Market Street does not feel these sectors warrant equivalent investment of fiscal
and personnel resources related to economic development programming to Greater San
Marcos’ four recommended sectors at this time.

Target Business and Workforce Analysis
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Health Care

How is this target defined?

The Health Care sector is arranged on a continuum starting with familiar establishments
that provide medical care exclusively, such as outpatient or inpatient medical, diagnostic,
and treatment services, extending to those providing long-term care and social assistance
and those that make equipment and health care products. The services provided by
establishments in this sector are delivered by trained professionals with a variety of skill
types and levels. Growth opportunities in Health Care are not limited to services and
residential care facilities, but can also include research and clinical trials, medical
equipment and supplies manufacturing, pharmaceuticals, and development and
manufacturing of over-the-counter products. The following table details NAICS
employment sub-sectors that comprise the Greater San Marcos Health Care target.

NAICS definition:

3254 Pharmaceutical and medicine manufacturing
3391 Medical equipment and supplies manufacturing
6211 Offices of physicians
6212 Offices of dentists
6213 Offices of other health practitioners
6214 Outpatient care centers
6215 Medical & diagnostic labs
6219 Other ambulatory health services
6221 General medical & surgical hospitals
6222 Psych & substance abuse hospitals
6223 Other hospitals
Examples:

e Health care practitioners, doctors, outpatient care and medical centers
e Medical and diagnostic laboratories, ambulance services

e Hospitals and mental health facilities

e Equipment and product manufacturing

Location Factors:
e Close proximity to existing hospitals and health care facilities
e Available and affordable labor force
e Close proximity to Texas State University College of Health Professionals,
University of Texas Health Science Center in San Antonio, and Austin
Community College Healthcare Professionals Institute

Total U.S. employment is 11.72 million as of Q3 2008

The national average annual pay is $54,692

Target Business and Workforce Analysis
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What are the larger trends affecting this target?

As the nation’s overall population ages along with the Baby Boom generation, an
increasing number of individuals will require medical services, hospital, nursing, and at-
home care, and will purchase trillions of dollars worth of medications, medical devices,
and other health related products. Most economic forecasters agree that the health care
industry will experience explosive growth in the approaching decades. This growth will
coincide with developments in R&D as health care providers are increasingly using state-
of-the-art technologies to optimize and personalize medical treatments and procedures.
As such, this field provides solid employment growth opportunities in the coming years.

Jobs in Health Care feature higher than average wages. While doctors, researchers, and
specialists earn top salaries, the jobs available to individuals without substantial
professional training can still provide viable, solid-wage career opportunities in a stable
and flexible profession. In fact, numerous technical support and medical assistant
occupations require only one or two years of education beyond high school. In the third
quarter of 2008, Health Care provided over 11 million U.S. jobs, paying an average
annual wage $54,692.

The following chart shows the industry’s national employment growth projections for
20006 through 2016 from the U.S. Bureau of Labor Statistics (BLS). Most sub-sectors in
this target cluster are expected grow much faster than the national employment average
of 11 percent. It is estimated that Health Care jobs will comprise nearly 15 percent of all
new jobs created by the year 2016.

National Growth Projections for Health Care, 2006-2016

Projected U.S. Job Growth

2006-2016
NAICS Code Sector Name
— Number of
New Jobs
31-33 Manufacturing -11% -1,502,800
3254 Pharmaceutical and medicine manufacturing 24% 69,400
3391 Medical equipment and supplies manufacturing 1% 3,600
62 Health care and social assistance 27% 4,034,300
621 Ambulatory health care services 30% 1,560,600
6211-6213 Offices of health practitioners 24% 857,100
6216 Home health care services 55% 480,500
6414-6219 Outpatient, laboratory, and other ambulatory care services 25% 223,000
622 Hospitals, private 16% 691,800
623 Nursing and residential care facilities 24% 686,900
Total Non-Agriculture Employment 11% 15,050,100

Source: U.S. Bureau of Labor Statistics
Note: Projections are not available for all NAICS codes included in the target definition.
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Projections from the Texas Workforce Commission shed light on how the Health Care
industry is expected to grow in the Rural Capital Area.* The nine-county workforce board
area, which includes Hays and Caldwell counties, will see even greater increases in job
growth by 2016. Hospitals are projected to increase area employment by 28 percent (as
opposed to 16 percent nationally), and offices of health practitioners will account for
nearly one out of every four Health Care jobs created. Presumably, continued rapid
population growth will be driving the demand for increased services throughout the Hill
Country region.

Rural Capital Area Growth Projections for Health Care, 2006-2016

Projected Area Job

Growth 2006-2016

NAICS Code Sector Name
Percent Number of
New Jobs
31-33 Manufacturing 20% 2,950
3254 Pharmaceutical and medicine manufacturing 33% 50
3391 Medical equipment and supplies manufacturing -50% -150
62 Health care and social assistance 34% 6,500
621 Ambulatory health care services 38% 2,400
6211-6213 Offices of health practitioners 35% 1,550
6216 Home health care services 46% 650
6414-6219 Outpatient, laboratory, and other ambulatory care services 43% 3800
622 Hospitals, private 28% 1,050
623 Nursing and residential care facilities 31% 1,400
Total Non-Agriculture Employment 29% 68,550

Source: Texas Workforce Commission
Note: Projections are not available for all NAICS codes included in the target definition.

One issue of concern which may threaten the industry’s long-term performance and
stability is rising health care costs. According the Centers for Medicare and Medicaid
Services, “In 2000, people and the government spent $2.1 trillion on health care, an
average of $7,026 a person. In 2017, health spending will cost an estimated $13,101 a
person.” More recent estimates put health spending at $2.4 trillion in 2008 and, with
average annual growth of 6.2 percent a year, this is expected to balloon to $4.4 trillion by
2018." The sector’s annual increase in spending reflects a rate nearly three times that of
inflation (2.7 percent). These increases are driven by higher prices coupled with
increased demand for services.’

* The Rural Capital Area workforce board serves nine counties around the Austin area: Bastrop, Blanco,
Burnet, Caldwell, Fayette, Hays, Lee, Llano, and Williamson. Travis County is served by its own workforce
board (Capital Area).

> Pear, Robert. (May 11, 2009). “Industry Pledges to Control Health Care Costs.” The New York Times.

® Freking, Kevin. (February 26, 2008). “Spending on Health to Rise Dramatically.” BusinessWeek. Accessed
online at: http://www.businessweek.com/ap/financialnews/D8VIQNCO1.htm
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In the coming decades, health care will be the major challenge to the federal budget.
Rising health costs will account for nearly all of the expected increase in government
spending relative to gross domestic product. Health care currently comprises 16 percent
of the GDP, and forecasters anticipate that share will nearly double in the next quarter
century.”

As health care costs rise exponentially, the need for higher productivity and efficiency in
this industry has become acute. The following chart shows productivity growth by
industry, with health care, education, and social services experiencing negative growth
between 1995 and 2005. To improve this, some experts have recommended utilizing
efficient models from sectors such as retail and information technology and adapting
them to the health care field, including efficiency management techniques and billing
harmonization systems. Communities with significant employment in other highly
productive and efficient sectors may be able to create solution-management linkages to
local health care establishments.

Productivity Growth by Industry, 1995-2005

Percent per year
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Source: David Cutler, Harvard University. “Health System Modernization will Reduce the Deficit.”
Center for American Progress.

Mounting health care costs for current and retired employees threaten many industries
in the U.S. as well as the prosperity of small businesses. The federal government’s
response to these issues will clearly impact the delivery of patient care in the future.
Health care reform is at the forefront of the Obama administration’s stated priorities, and
proposed changes to national health care policies may soon become reality. For now,
health care service providers are increasingly investing in technologies that increase
efficiency, reduce errors, and improve decision-making, all of which will help to drive
down provider costs over the long run.

7 Ibid.
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What is the existing employment in Greater San Marcos?

To be clear, health care is the number one job generator in the country. Greater San
Marcos is currently underserved in its capacity, but it has potential for growth. For
Greater San Marcos, growth in Health Care will mean not only more jobs, but also better
access to health care services. Access is important not only to better serve all segments of
the region’s existing population, but also to build stronger amenities to sell to firms and
workers seeking to relocate to San Marcos.

Quarterly data provided by the U.S. Bureau of Labor Statistics (BLS) can illuminate
trends within health care services, including changes in employment and wages. Due to
privacy issues, local data for Greater San Marcos’ Health Care sector is partially
suppressed. The following chart shows changes in employment and wages in Health
Care services between Q3 2006 and Q3 2008 in Greater San Marcos.

Location quotients in ambulatory health care services and hospitals are well below 1.0,
suggesting that many residents seek health care services from outside the region. This is
consistent with data reported in the Community Assessment; Hays and Caldwell Counties
have lower numbers of physicians per capita (116 and 56 per 100,000 residents,
respectively) compared to the entire Austin metro area (195) and nation (170).
Additionally it is important to note that the jobs in Health Care pay much higher, on
average, than the region’s overall average annual wage of $30,547.

While local data is suppressed for pharmaceutical and medicine manufacturing and
medical equipment and supplies manufacturing, these sub-sectors are included in the
target because of their roles in supporting the Health Care industry. Greater San Marcos’
existing manufacturing base suggests the presence of a labor force and firms with the
capacity for medical manufacturing.
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Health Care Employment and Wages, Greater San Marcos

A A 1 We i
Jobs Q3 2008 verage Annual Wage Q3 Establishments

2008 Q32008
Sector Name
Greater San  Change Since  Location  Greater San United Greater San
Marcos Q3 2006 Quotient Marcos States Marcos
3254  [Pharmaceutical and medicine manufacturing ND 0 ND ND S 87,812 2
3391 [Medical equipment and supplies manufacturing ND 0 ND ND S 54,720 3
621 Ambulatory health care services 1,401 185 0.60 $ 43,069|$ 50,968 192
6211 Offices of physicians 546 -22 0.59 S 57,666 | $ 71,143 78
6212 Offices of dentists 216 37 0.65 S 36652|$ 43,676 38
6213 Offices of other health practitioners 219 ND 0.86 S 34,749 |$ 35301 39
6214 Outpatient care centers 113 60 0.48 $ 38,118 | S 46,486 17
6215 Medical and diagnostic laboratories 39 4 0.44 S 36,197 | $ 52,320 4
6219 Other ambulatory health care services 110 19 1.06 S 40,602 S 36,625 5
622 Hospitals 1,016 46 0.43 $ 37,399|S$ 50,247 9
6221 General medical and surgical hospitals ND 0 ND ND $ 50,398 5
6222 Psychiatric and substance abuse hospitals ND 0 ND ND S 44,639 1
6223 Other hospitals ND 0 ND ND $ 53,003 3

Source: U.S. Bureau of Labor Statistics
ND: Data not disclosed by the BLS to protect employer privacy
Note: 4-digit sub-sectors listed do not sum to 3-digit totals due to (1) limited data suppression within the sub-sectors
and (2) exclusion of some sub-sectors from the definition of this target.

The following chart illustrates some examples of large employers in Greater San Marcos’
Health Care industry. The primary hospital system, Central Texas Medical Center
(CTMC), leads the list.
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Largest Health Care Emp

ers

Estimated
Hospital Name Location Number of
Employees
622 |Central Texas Medical Center San Marcos 600
622 |San Marcos Treatment Center San Marcos 300
621 [Lockhart Rehabilitation Service Lockhart 100
622 |Warm Springs Specialty Hospital Luling 50-99
622 |Seton Edgar B. Davis Hospital Luling 95
621 |Caring Center for Women Kyle, San Marcos 45
621 |Hays CountySports Medicine San Marcos 40
621 |San Marcos Surgery Center San Marcos 35
621 |TXST Student Health Center San Marcos 35
621 |Hays County Family Clinic San Marcos 30

Sources: ReferenceUSAGov

The Central Texas Medical Center in San Marcos is adding a two-story 64,000 square
foot expansion for a state-of-the-art Women’s Center that includes a Childbirth Center, a
Level II Neonatal Critical Care Unit (NCCU), and a new cardiac telemetry inpatient
nursing unit. Construction is well underway on the $35 million expansion with its two
parking lots already completed. Additionally, a $600,000 expansion and renovation of
the hospital’s surgical suite from four rooms to six officially opened in December 2008.
Through this growth, CTMC will increase its number of licensed beds from 113 to 139 in
all-private rooms. The expansion and improvement projects are expected to add at least
50 jobs to the facility which currently employs a staff of over 60o. Investments at CTMC
are also helping to support private practices in ambulatory health care services.
Stakeholder input gathered earlier in this process suggests rapid absorption rates within
the community’s commercial space for health care offices.

In September 2007, the Kyle City Council signed an agreement with the Seton Family of
Hospitals and SCC Development Company to begin construction on a $438 million
mixed-used development that will include a 210-bed hospital, professional office

complex, and retail shopping center. Expected to add over 4,600 jobs to the region’s labor
market, the fifteen-year project represents the largest development to date in Hays
County.
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What opportunities and challenges are associated with growing this target?

The Health Care target sector offers potential job opportunities for a wide range of skill
levels, almost all of which require specific training. There is also a growing preference
for multilingual workers, a need which is particularly acute in San Marcos with its
growing Latino/Hispanic population. San Marcos boasts a diverse, bilingual workforce
that can meet this need.

Texas State University-San Marcos College of Health Professionals is valuable asset
offering programs in clinical laboratory sciences, communication disorders, social work,
radiation, respiratory care, health care administration, and health information
management at the four-year and graduate levels. Additionally, TXST is finishing
construction on a new nursing building which will allow it to roll out a nursing degree
program in the fall of 2010.

Many of the sector’s fastest growing occupations do not require advanced degrees, but do
require a minimum of an Associate’s degree. Currently, San Marcos lacks the
educational infrastructure to train a workforce of health care professionals at this level.
Gary Job Corps offers vocational training in seven health care occupations, but the
highest degree obtainable through the program is a GED or high school diploma.

Greater San Marcos needs a complete school-to-work pipeline of skilled health care
professionals at every level of training and expertise. Employers in the health care
industries in the area have identified a skill shortage and lack of qualified applicants. The
greatest challenge facing San Marcos is building and sustaining a skilled workforce to
take advantage of high-demand, solid-wage employment areas like Health Care.

The expansion of Central Texas Medical Center and the construction of the Seton
Hospital in Kyle present a range of employment opportunities for heath care workers.
Additionally, larger medical facilities typically have the human resources training and
development infrastructure and programming to offer student internships and job
shadowing opportunities for students about to enter the workforce, and to offer
professional development to area practitioners.

Greater San Marcos’ Health Care sector can also leverage the broader regional capacity.
Both Austin and San Antonio have significant proportions of bioscience and health care
firms and workers. San Antonio is home to the University of Texas Health Science
Center which could be a key partner in recruiting health professionals and enhancing
training opportunities in the Greater San Marcos area. Austin Community College’s
Healthcare Professionals Institute plays a crucial role in educating and training the
Austin metro area’s health care workforce and can be utilized in Greater San Marcos. The
University of Texas at Austin recently proposed the establishment of a medical school to
meet the needs of the growing regional demand for health care workers. The benefits of
such an institution would be shared by Greater San Marcos due to its close proximity to
Austin and the role of the Seton Family of Hospitals in establishing such a school.
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Corporate and Professional Operations

How is this target defined?

Services are a natural growth area of a local economy, and thus often grow without
encouragement. However, there is benefit derived from targeting these types of firms to
ensure a comprehensive network of high-capacity service providers is established in an
economy. Traditionally, firms that fall under “services” provide a wide variety of support
to persons, businesses, and other organizations. The Corporate and Professional
Operations target focuses on generating additional jobs with competitive earning
potential for a variety of skill levels.

This target sector includes management at corporate headquarters and regional offices,
but also small to mid-sized service firms in finance insurance, design, consulting,
advertising, marketing, and accounting. Usually services are non-exporting operations,
and therefore the primary benefits are the support system they provide to local
individuals and businesses. This makes the community more attractive to prospective
exporting employers

Typical functions that occur in these types of offices include executive decision-making
and strategy, sales and marketing, human resources, financial operations, advanced
information technology operations, consulting, and training. Because of the variety of
employment opportunities, advancement opportunities, and earning potential, many jobs
in Corporate and Professional Operations appeal to young professional workers with
business and humanities degrees, a key talent area for Greater San Marcos due to the
presence of Texas State University-San Marcos. Furthermore, San Marcos is a
competitive location for these types of jobs due to the area’s quality of life and reasonable
cost of living.

Customer care centers and other back office operations are generally not classified as
Corporate and Professional Operations as the target is intended to be focused on the
high-paying jobs associated with strategic company operations. However, these types of
services may provide job opportunities for lower-skill and entry-level workers and should
still be considered.

The following table details NAICS employment sub-sectors that comprise the Greater
San Marcos Corporate and Professional Operations target.
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NAICS definition:

5221 Depository credit intermediation

5222 Non-depository credit intermediation

5223 Activities related to credit intermediation

5239 Other financial investment activities

5241 Insurance carriers

5242 Insurance agencies, brokerages, & related

5411 Legal services

5412 Accounting & bookkeeping services

5413 Architectural and engineering services

5414 Specialized design services

5415 Computer systems design

5416 Management & technical consulting services

5418 Advertising & related services

5419 Other professional and technical services

55 Management of companies & enterprises
Examples:

e Large corporate headquarters

Small and medium-sized service firms
Entrepreneurs

Regional offices

Location Factors:

e Highly educated workforce
Availability of professional business services
Proximity to two airports with numerous non-stop destinations
High speed internet and other advanced telecommunications
High quality of life

Total U.S. employment is 17.05 million as of Q3 2008

The national average annual pay is $68,955

What are the larger trends affecting this target?

Corporate and Professional Operations requires some of the community’s most highly
educated and skilled workers. The most successful workers at all levels have an aptitude
for numerical analysis and sales. Personal qualities such as work ethic, self-motivation,
and management skills are very important. Most, although not all, jobs require at least a
Bachelor’s degree.

Some occupations within Corporate and Professional Operations require advanced
degrees or certifications. For example, attorneys are required to finish law school and
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pass the bar examination before being allowed to practice, and many accounting firms
require their accountants to be CPAs (certified public accountants). However, these
same firms also have paralegals, secretaries, and other positions that require only an
Associate’s or Bachelor’s degree.

Occupations within the finance and insurance sub-sectors generally fall into the
categories of management, sales, financial and technical analysts, administration, and
customer service. Certain administrative and customer service jobs, including bank
tellers and insurance claims processing clerks, do not require a four-year degree.
However, the finance and insurance sub-sectors have been revolutionized by
technological advancements in data processing and customer management systems.
Learning how to use new software applications is vital to enhancing job advancement
opportunities in these and other sub-sectors of Corporate and Professional Operations.

Jobs in Corporate and Professional Operations have high average wages and provide good

opportunities for advancement. Although some occupations are facing pressure from
global outsourcing, core competencies and innovation remain based in the United States
because these are the areas where firms can maintain their competitive edge. There are
also still a large number of occupations such as retail banking, financial planning, and
consulting which cannot be outsourced as they often require face-to-face interaction.

The following chart shows the national employment growth projections from the U.S.
Bureau of Labor Statistics between 2006 and 2016. In the near future, many industry

sub-sectors such as management, scientific, and technical consulting services; marketing

research; accounting services; and specialized design services are expected to add
thousands of jobs nationwide.
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National Growth Projections for Corporate, Professional and Data Services

Projected U.S. Job Growth 2006-2016

NAICS Code Sector Name
Number of New

Percent
Jobs

52-53 Financial Activities 14% 1,206,900
521-522 Monetary authorities, credit intermediation, and related activities 8% 237,800
5241 Insurance carriers 2% 35,200
5242 Agencies, brokerages, and other insurance related activities 15% 136,700

54 Professional and Technical Services 29% 2,121,900
5411 Legal services 9% 111,300
5412 Accounting, tax preparation, bookkeeping, and payroll services 21% 182,900
5413 Architectural, engineering, and related services 25% 345,400
5414 Specialized design services 32% 43,500
5415 Computer systems design and related services 38% 489,400
5416 Management, scientific, and technical consulting services 78% 717,800
5418 Advertising and related services 14% 62,100
5419 Other professional, scientific, and technical services 21% 114,000
55 Management of companies and enterprises 15% 270,200

Total Non-Agriculture Employment 11% 15,050,100

Source: U.S. Bureau of Labor Statistics

Within the nine-county Rural Capital Area workforce development region, even more
Corporate and Professional Operations employment growth is projected. Some sub-
sectors within the industry with a higher ten-year growth rate than the national average
are credit intermediaries, accounting, computer system design, and other professional,
scientific, and technical services.
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Rural Capital Area Growth Projections for Corporate & Professional Operations, 2006-2016

NAICS Code

52-53
522
5241
5242

54
5411
5412
5413
5414
5415
5416
5418
5419

55

Sector Name

Financial Activities
Credit intermediation and related activities
Insurance carriers

Agencies, brokerages, and other insurance related activities

Professional and Technical Services
Legal services
Accounting, tax preparation, bookkeeping, and payroll services
Architectural, engineering, and related services
Specialized design services
Computer systems design and related services
Management, scientific, and technical consulting services
Advertising and related services

Other professional, scientific, and technical services

Manag t of companies and enterprises

Total Non-Agriculture Employment

Percent

22%
27%
8%
14%

40%
17%
39%
33%
50%
44%
67%
0%
39%

75%

29%

650
1,300
200
150

3,250
100
350
750

50
700
600

550

450

68,550

Projected Area Job Growth 2006-2016

Number of New Jobs

What is the existing employment in Greater San Marcos?

Source: Texas Workforce Commission

Greater San Marcos has experienced job growth in most of the identified priority areas of
Corporate and Professional Operations. Two of the four finance related sub-sectors had
very high growth from the third quarter of 2006 to that same quarter of 2008 —
depository credit intermediation (up 24 percent) and other financial investment activities
(up 144 percent). A similar trend is occurring in design and consulting services.
Computer systems design and related services grew jobs by 33 percent in the two-year
span while management and technical consulting services increased 21 percent. Many of
the Corporate and Professional Operations sub-sectors in Greater San Marcos have
average annual wages higher than the area total economy average of $30,547, although
they still lag behind the national industry average.
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Corporate & Professional Services Employment and Wages, Greater San Marcos

Average Annual Wage  Establishments
Q3 2008 Q3 2008

Jobs Q3 2008

Sector Name

Change

Greater San ) Location Greater San United Greater San
Marcos Sz Quotient Marcos States Marcos
2006

522 Credit intermediation and related activities 582 65 0.53 $ 40941|$ 53,223 74
5221 Depository credit intermediation 475 92 0.65 S 43,052 |$ 49,633 38
5222 Nondepository credit intermediation 90 -24 0.35 S 29,899 ($ 62,968 28
5223 Activities related to credit intermediation 16 -3 0.15 S 40,557 | $ 54,312 8
5239 Other financial investment activities 89 52 0.63 S 93,190 | $ 151,663 12
5241 Insurance carriers 24 -17 0.05 S 42,078 |$ 65,044 10
5242 Insurance agencies, brokerages, and related 393 19 1.07 S 35,044 |S$ 56,850 64

541 Professional and technical services 1,571 255 0.49 $ 39,630 | $ 70,851 370
5411 Legal services 147 11 0.31 S 31,713 | S 72,288 51
5412 Accounting and bookkeeping services 113 7 0.32 S 23,288 ($ 58,534 52
5413 Architectural and engineering services 234 22 0.38 S 65329 (S 69,748 55
5414 Specialized design services ND ND ND ND $ 53,179 11
5415 Computer systems design and related services 144 36 0.24 $ 73,153 (S 85,722 56
5416 Management and technical consulting services 338 59 0.82 S 45792 |$ 74,939 93
5418 Advertising and related services 22 -5 0.11 S 30,822|$ 61,846 13
5419 Other professional and technical services 458 53 2.04 S 21,550 $ 38,109 34

551 of ies and enterprises 276 42 0.36 $ 55334 | $ 84,952 10

Source: U.S. Bureau of Labor Statistics
ND: Data not disclosed by the BLS to protect employer and employee privacy
Note: 4-digit sub-sectors listed do not sum to 3-digit totals due to (1) limited data suppression within the sub-sectors
and (2) exclusion of some sub-sectors from the definition of this target.

Collectively, the Corporate and Professional Operations target provides an opportunity to
diversify the San Marcos economy through the development and pursuit of businesses of
all sizes. Importantly, many of the target’s sub-sectors are predominantly comprised of
small businesses. The following table shows the region’s largest employers within this
target cluster. For all San Marcos area businesses, the average number of employees per
establishment is 15. In Corporate and Professional Operations, however, that average is
only five workers per firm. As was reported in the Community Assessment document,
fostering the region’s high-value entrepreneurs in professional, scientific, and technical
services could provide promising opportunities for “home grown” jobs. The low location
quotients indicate an opportunity for Greater San Marcos’ Corporate and Professional
Operations to close up current leakages and continue growing.

Target Business and Workforce Analysis
June 2009 44



MARKET ST

Corporate and Professional Operations Large Employers

Estimated

Business Name Location Number of

Employees
5221 Broadway Bank San Marcos 58
5221 First Lockhart National Bank Lockhart 50
5111 San Marcos Daily Record San Marcos 50
5221 Citizens State Bank Luling 30
5221 Frost Bank San Marcos 30
5221 Ozana National Bank Wimberley 25
5239 Primerica Financial Services San Marcos 25
5221 Wells Fargo Bank San Marcos 25

Source: ReferenceUSAGov

What opportunities and challenges are associated with growing this target?

The successful expansion of Corporate and Professional Operations employment will
occur primarily via small business development, expansion of existing firms, and
recruitment of divisions or headquarters of firms with an existing presence in the Greater
San Marcos area. Most of San Marcos’ employers in this cluster are very small. This
indicates that the target has great potential for entrepreneurs and small businesses. With
the proper support and information from business incubators and economic
development organizations, start-ups in Corporate and Professional Operations can
flourish and expand in San Marcos.

The Corporate and Professional Operations industry is a key sector for attracting young
professionals and recent college graduates. The earning and advancement potential for
jobs in this industry is also very high, making it appealing for prospective job candidates
who intend to live in San Marcos long term. However, wages in Corporate and
Professional Operations in San Marcos are still much lower than the national industry
average. To contend with nearby cities for skilled workers, local firms must also offer
competitive wages that are consistent with the cost of living in San Marcos.

In terms of training and education for jobs in Corporate and Professional Operations,
Gary Job Corps offers technical training in office administration, human services, and
computer service technician, all of which could be applied to the industry. The McCoy
College of Business at Texas State University offers Bachelor’s degrees in accounting,
computer information systems and quantitative methods, finance and economics,
management, and marketing. Master’s programs in accounting, information technology,
and business administration are also available at TXST. All of these, in addition to
communications and liberal arts degrees, can offer sufficient educational preparation for
various occupations within Corporate and Professional Operations firms. However, San
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Marecos still lacks adequate two-year degree and certificate opportunities to prepare
workers for entry-level, technical, and administrative occupations.

Austin Community College’s district campuses offers many certificates and degrees in
Accounting, Management (including a new green and sustainable businesses
management emphasis), Business and Technical Communications, Computer
Information Technology, Business Administration, Computer Science, Architectural and
Engineering Computer Aided Design, Financial Management, and Office
Administration. With the possible addition of an ACC campus in San Marcos, the area
would have access to extensive educational and credential options in Corporate and
Professional Operations-related disciplines.

Key to achieving success in these areas will be to maintain a large pool of educated young
professionals. This effort will require a spectrum of initiatives, including: improving
relevant PreK-12, two-year, four-year, graduate, and professional degree offerings in the
area; retaining graduates of those programs; and recruiting new young professionals to
Greater San Marcos. Ultimately, attracting and retaining young professionals will
require improving support structures for transitioning local high school and college
graduates into the local workforce, improving amenities and other factors attractive to
young professionals, leveraging the community’s diversity, and fostering a more
attractive local, regional, and national image of San Marcos as a place where young
professionals want to be.

San Marcos’ close proximity Austin and San Antonio also poses great opportunities for
the local Corporate and Professional Operations industry. The two major cities both have
international airports and large universities with even more skilled college graduates.
Easy access to the rest of the world, as well as a sustainable stream of skilled workers
from the Central Texas region’s many colleges are highly competitive attractions for
businesses in this sector that are looking to start, expand, or relocate.
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Materials Science and Advanced Manufacturing

How is this target defined?

Materials science is the study of the properties of matter and their applications to science
and engineering. Greater San Marcos’ Materials Science and Advanced Manufacturing
target combines those sectors directly involved in the study and applications of materials
science with specific manufacturing sectors that leverage materials science in some
manner to convert raw materials into functional products.

Over the years, there have been varying and broad definitions of “advanced”
manufacturing. In general, manufacturing describes the mechanical, physical, or
chemical transformation of materials and substances into new products. Advanced
manufacturing typically refers to those industries that are relatively technology-intensive
and employ a large number in research and development relative to the average industry.
Further, it includes those operations that incorporate new technologies, production
processes, and systems to improve the manufacturing process. This latter portion of the
definition captures the transition that has taken place, and continues to occur, within
U.S. manufacturing. As off-shoring and outsourcing became increasingly prevalent
amidst ever-increasing global competition, the need to identify customer demands,
improve productivity, and bring ideas to market faster than the competition has
characterized the transformation of manufacturing. Those that succeed in becoming
more nimble and have established competitive advantages may be aptly considered
advanced manufacturers.

Additionally, the so-called “greening” of America is providing new opportunities for
firms in many industry sectors. Increasing efficiency demands, reusing and recycling
materials that otherwise would have gone to waste, and a focus on issues like
sustainability and “closed-loop” production cycles® have caused many manufacturers to
not only offer new products but also rework internal management policies and
production standards.

The Materials Science and Advanced Manufacturing target for Greater San Marcos
combines research and development in materials science with those manufacturing
industries that can benefit the most from advancements in materials science and
improvements in technology and processes that characterize advanced manufacturing
operations. The following table provides a brief summary of the target definition and
factors influencing the location decisions of firms within this cluster.

® “Closed-loop” cycle refers to an environmentally friendly production system that encompasses the activities
related to the reuse or recycle of all industrial output from one item’s production to create another product.
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325
326
327
331
332
333
334
335

NAICS definition

Chemical Manufacturing

Plastics and Rubber Product Manufacturing

Nonmetallic Mineral Product Manufacturing

Primary Metal Manufacturing

Fabricated Metal Products Manufacturing

Machinery Manufacturing

Computer and Electronic Products Manufacturing

Electrical Equipment, Appliances, and Components Manufacturing

54133 Research and Development in Physical, Engineering, and Life Sciences

54171 Engineering Services

Location Factors for Research and Development in Materials Science

Proximity to lab space (private or university)

Proximity to relevant university programs for collaboration

Location Factors for Advanced Manufacturing Operations

Close proximity to customers, suppliers, and markets

Freight transportation capacity and network

Large industrial sites available

Low cost of industrial power

Non-union workforce

R&D - proximity to research facilities at local universities

Availability of skilled and trained production workers

Total U.S. employment exceeds 8.3 million, as of Q3 2008

The national average annual pay is $63,742
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What are the larger trends affecting this target?

One of the most defining characteristics of the so-called “New Economy” is the
aforementioned off-shoring of many manufacturing jobs that had previously been a
source of dependable, well-paying jobs for a portion of the United States’ workforce. The
competitive climate of the global economy has inspired many U.S. manufacturers to out-
source production to international labor markets with lower average wages.

While many local economies in the U.S. have been decimated by the relocation of
furniture, textiles, and other manufacturing facilities, there are certain types of
manufacturing that are projected to remain within the United States. Overall, BLS
projects that the United States will lose 11 percent of its jobs in manufacturing between
20006 and 2016 — with the largest projected losses in those sub-sectors which have
already been hit hard (apparel, textile mills, leather and allied products). Most sub-
sectors are projected to decline nationwide, but those with expected growth are
predominantly considered advanced manufacturing. Because projections are estimates of
growth patterns based on current conditions, they cannot be considered fact because
these conditions can easily and quickly change. The national projection chart illustrates
the challenges that still face advanced manufacturing in the United States.

National Growth Projections for Materials Science and Advanced Manufacturing, 2006-2016

Projected U.S. Job Growth

2006-2016
Sector Name

R Number of

New Jobs

325 Chemical manufacturing -2.4% -20,900

326 Plastics and rubber products manufacturing -4.1% -32,600

327 Nonmetallic mineral product manufacturing -0.1% -700

331 Primary metal manufacturing -27.3% -126,200
332 Fabricated metal product manufacturing -12.2% -189,000
333 Machinery manufacturing -12.3% -146,300
334 Computer and electronic product manufacturing -12.0% -157,300
335 Electrical equipment, appliance, and component manufacturing -18.6% -81,100
5413 |[Architectural, engineering, and related services* 24.9% 345,400

5417 |[Scientific research and development services* 9.3% 55,400
Total, Materials Science and Advanced Manufacturing -3.9% -353,300

Source: U.S. Bureau of Labor Statistics

*Employment projections at the 5-digit NAICS level are unavailable from the BLS. Therefore, these figures include
growth in architectural services and research and development in the social sciences - two sub-sectors that are not
included in the Materials Science and Advanced Manufacturing cluster.

Target Business and Workforce Analysis
June 2009 49



MARKET 3T

National employment is projected to decline in every manufacturing sub-sector of the
cluster. However, contrary to national trends, employment in the Rural Capital
Workforce Development Area is projected to grow in every sub-sector of the Materials

Science and Advanced Manufacturing cluster, with one exception (primary metals) where

employment is expected to remain stagnant.” These projections are just one indication
that there is great potential for developing this cluster in Greater San Marcos.

Rural Capital Area Growth Projections for
Materials Science and Advanced Manufacturing, 2006-2016

Projected AreaJob Growth

2006-2016
Sector Name
Number of
Percent

New Jobs
325 |[Chemical manufacturing 100 22.2%
326 ([Plastics and rubber products manufacturing 350 46.7%
327 [Nonmetallic mineral product manufacturing 250 12.8%
331 |[Primary metal manufacturing 0 0.0%
332 |Fabricated metal product manufacturing 500 23.8%
333 |[Machinery manufacturing 450 31.0%
334 |Computerand electronic product manufacturing 400 21.6%
335 [Electrical equipment, appliance, and component manufacturing 300 30.0%
5413 |Architectural, engineering, and related services 750 33.3%
5417 |[Scientific research and development services 100 40.0%
Total, Materials Science and Advanced Manufacturing 3,200 25.5%

Texas Workforce Commission

Such potential will be realized in regions that are able to cultivate R&D capacity in the
private sector and nearby universities. These regions will be best positioned to develop
the linkages, improvements in production processes, and innovations that will help
sustain manufacturing operations relevant to materials science. Further, those regions
with established competitive advantages by way of existing concentration, network
effects, and desirable location factors will be most likely to retain and expand
employment in advanced manufacturing sectors. The vast majority of the projected
national employment losses in these industries will come from those regions lacking
existing competitive advantages.

° The Rural Capital WDA includes the following counties: Bastrop, Blanco, Burnet, Caldwell, Fayette,
Hays, Lee, Llano, and Williamson.
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What is the existing employment in Greater San Marcos?

Greater San Marcos is already relatively competitive in certain sub-sectors of the
Materials Science and Advanced Manufacturing cluster based on existing employment
concentration. The region possesses a location quotient of 2.0 in nonmetallic mineral
product manufacturing, and a location quotient of 1.39 in fabricated metal product
manufacturing. Employment grew by 195 jobs (29 percent growth) in this sub-sector
between the third quarters of 2006 and 2008. Likewise, employment grew by 33 percent
in machinery manufacturing, adding 134 employees during the two-year period.
Nonmetallic mineral product manufacturing is the region’s most highly concentrated
sub-sector relative to the national average, but is the only sub-sector to experience
employment decline between the third quarters of 2006 and 2008.

Non-disclosure of employment data in a number of sub-sectors prevents an inclusive
analysis of the entire cluster, aggregating all sub-sectors. Employment data was not
disclosed for the following sub-sectors:

e Primary metal manufacturing

e Electrical equipment, appliance, and component manufacturing

e Engineering services

e Research and development in physical, engineering, and life sciences

It is important to mention these sub-sectors, even without adequate local data, because of
their important roles in the broader Materials Science and Advanced Manufacturing
industry. Greater San Marcos must include the crucial roles of R&D and end product
manufacturing in its target.

loyment and Wages, Greater San Marcos

Average Annual Wage Establishments

Emp

Jobs Q3 2008

Materials Science and Advanced Manufacturing

Q3 2008 Q3 2008
sector Name Greater San (-:hange Greater United Greater San
Marcos S = San Marcos  States Marcos
2006

326 |Plastics and rubber products manufacturing 89 9 030 | $ 35370 S 42,044 6
327 |Nonmetallic mineral product manufacturing 377 -17 2.00 | S 45533 | S 45,957 21
331 |Primary metal manufacturing ND ND ND ND $ 56,752 2
332 |Fabricated metal product manufacturing 865 195 139 | $ 44,910 | $ 45,919 32
333 |Machinery manufacturing 537 134 1.13 $ 51,050 | $ 54,306 12
334 |Computerand electronic product manufacturing 158 49 031 | $ 38,081 | S 81,764 7
335 |[Electrical equipment, appliance, and components ND ND ND ND $ 50,824 3
54133 |Engineering services 138 45 0 S 84,547 | $ 75,244 25
54171 |R&D in physical, engineering, and life sciences ND ND ND ND $ 91,780 3
Total, Materials Science and Advanced Manufacturing N/A N/A N/A N/A S 61,996 114

Source: U.S. Bureau of Labor Statistics
ND: Data not disclosed by the BLS to protect employer and employee privacy
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The following table shows the region’s largest employers in this target cluster. While
most employers are located in San Marcos, land use restrictions and environmental
concerns within Hays County related to its location on atop a fresh water aquifer suggest
that Caldwell may be better positioned to absorb more growth in manufacturing,
especially in its land east of Interstate 35.

Materials Science and Advanced Manufacturing: Large Employers

Estimated

Business Name Location Number of

Employees
332 Butler Manufacturing Co. San Marcos 200
327 Heldenfels Enterprises, Inc. San Marcos 100
332 Thermon Engineering San Marcos 175
332 |Thermon Manufacturing Co. San Marcos 250
335 |Hadco San Marcos 60
339 Mensor San Marcos 50
327 Pavestone Co. San Marcos 50
326 |Stellar Plastics San Marcos 66
332 |TB Wood's Inc San Marcos 75

Source: ReferenceUSAGov

Relatively high average annual wages are a double-edged sword. On the one hand, they
indicate that employees in a certain sector within the region earn a relatively high wage
and, conditional upon cost of living, may achieve a higher standard of living than the
average worker in this sector in the United States. However, relatively high average wages
can be a deterrent for prospects considering the opening or relocation of a facility in a
region as the cost of labor is an important location factor in many industries.

The average annual wage in Greater San Marcos is lower than the national average in
most sub-sectors of the Materials Science and Advanced Manufacturing cluster. Wages
are just slightly below the national average in nonmetallic mineral products, fabricated
metal products, and machinery manufacturing. The high-growth engineering services
sector is the one area where the average wage is significantly higher in Greater San
Marcos than the national average.

All sub-sectors of the Materials Science and Advanced Manufacturing target pay average
wages above the regional average for all industries. Targeting growth within this cluster
will support the general goals of high-wage job growth
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What opportunities and challenges are associated with growing this target?

Materials Science and Advanced Manufacturing requires a range of skill levels, from
production workers to engineers involved in research and development. The existence of
over 2,000 advanced manufacturing jobs in Greater San Marcos is an indication that a
skilled workforce is available to fill those jobs.

Because many manufacturing positions require significant on-the-job training, it is just
as important for Greater San Marcos to be able to provide workforce training tailored to a
company’s specific needs. San Marcos’ Materials Science and Advanced Manufacturing
sector is supported by undergraduate and graduate materials science and engineering
program at Texas State University-San Marcos. A community college can also provide
businesses with customized training programs, such as the Nanoelectronics Training
Program and the Electronics and Advanced Technologies Program at Austin Community
College. However, based on the Workforce Analysis section and feedback gathered
during the community input process, it does not appear that the Greater San Marcos area
has fully and effectively developed or marketed these workforce training services as a key
part of a larger economic development package.

The Texas Emerging Technology Fund recently awarded Texas State University a $4
million grant to staff and operate a newly established center for the research,
development and commercialization of multifunctional materials. TXST’s research will
drive development and innovation of the next generation of devices to be used in the
fields of health, energy, and security. The grant was supplemented with equipment gifts
from Freescale Semiconductor and Motorola valued at over $4 million.

Texas State University is also home to the Nanomaterials Application Center, the goals of
which are to “enable collaboration and strategic partnerships between industrial and
academic researchers and high technology entrepreneurs; accelerate the transfer of
nanotechnology from concept through R&D and into commercialization; and enhance
the environment for and expedite commercialization of emerging technologies.”*
However, the Nanomaterials Application Center’s current partners are all based in
Austin or San Antonio; no partners are located in Greater San Marcos. The research in
multifunctional materials and nanomaterials has immediate impacts on Greater San
Marcos’ economy and long-term effects through future commercialization and federal
grants. San Marcos needs to connect local firms to the valuable resources located in the
immediate area.

Manufacturing companies across the U.S. are continuously under pressure to compete in
this global marketplace. The transfer of jobs to China and other low-cost countries will
continue to be a threat. However, if Greater San Marcos can provide a supportive
business environment with skilled workers, manufacturing firms in the area have a
better chance of remaining competitive. The San Marcos Manufacturers’ Association and
economic development professionals can serve local Materials Science and Advanced

" Texas State University-San Marcos. Nanomaterials Application Center. <http://www.nanotxstate.org/>.
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Manufacturing businesses’ retention needs by assisting them with identifying
competitive challenges and working to address them. They can also serve as the key
conduit between the manufacturing “demand” side (employers) and the “supply” side
(workers and training resources) in the constant struggle to maintain a high level of
workforce competitiveness. Support should not be limited to only large and medium-
sized firms in Greater San Marcos. Ensuring that small business persons and
entrepreneurs in Materials Science and Advanced Manufacturing are aware of the
supportive resources available to grow their business should also be a primary local
concern.

City and county officials must continue to leverage Greater San Marcos’ existing
manufacturing base and training institutions to grow employment in the highly
competitive Materials Science and Advanced Manufacturing sector. Because it is
extremely difficult for U.S. communities — even smaller areas like Hays and Caldwell
counties — to compete with countries such as China on cost, local firms must maintain
their commitment to integrating the latest-available technology and process-
improvements into their manufacturing operations. Local officials must also reach out to
“green” technology firms within the region to explore potential synergies and
partnerships that exist between Materials Science and existing firms and researchers
contributing to the “clean and green” revolution.

Similar to the previous targets, San Marcos should consider its relative proximity to the
manufacturing-related research and educational assets of the Austin and San Antonio
metro regions as a competitive advantage. There are numerous highly respected
engineering programs at University of Texas-Austin, University of Texas-San Antonio,
Austin Community College, the Alamo Community College District, and additional
academic and research programs in related science, engineering, computer, and business
fields available throughout the two metropolitan regions. While San Marcos’ goal should
be to build its own local capacity in these areas, Austin and San Antonio’s institutions
offer the potential for additional dual-degree programs with Texas State University,
possible research partnerships, and recruitment of graduating students, alumni, and
faculty for top positions at Greater San Marcos’ Materials Science and Advanced
Manufacturing establishments. TXST’s Nanomaterials Application Center partners with
six other higher education institutions in Texas.

By maximizing the capacity of its local firms, Greater San Marcos can leverage these
companies in the recruitment of outside Materials Science and Advanced Manufacturing
prospects — both domestic and foreign.
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Supply Chain Management

How is this target defined?

Advances in technology have spawned new ways of doing business and reduced the
virtual distance between people, even if the physical distance remains vast. Such
technologies have not only created a demand for advanced logistical services, but have
also redefined the Supply Chain Management sector itself. Supply Chain Management is
comprised of the Warehousing Distribution and Trade sub-sectors.

No longer is Supply Chain Management merely the transport of a product from one
point to another by various modes of transportation; the sector has grown to focus on
supply-chain management and includes technology services that manage and optimize
the entire process from the moment when an order is placed to the time the customer
receives it. Due to revolutionary technological advances, Supply Chain Management
support activities now include scheduling, fleet management, network optimization, and
other logistics-related processes.

The following chart outlines Greater San Marcos’ Supply Chain Management target
structure, key U.S. data, and key location factors to consider. The Supply Chain
Management target is comprised of rail and road transportation, support activities, and
warehousing firms. Additionally, in order to develop a true “vertical” cluster, Greater San
Marcos’ Supply Chain Management target also includes wholesale trade activities. These
firms have the responsibility to distribute products, a process that can only be achieved
with the help of the distribution firms that move products to and from the wholesalers.
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NAICS definition:
423  Merchant wholesalers, durable goods
424  Merchant wholesalers, non-durable goods
425  Electronic markets and agents and brokers
484  Truck transportation
488  Support activities for transportation
493  Warehousing and storage

Examples:
e Wholesalers of books, automotive parts, office equipment
e Wholesalers of groceries, alcoholic beverages, flowers
e Agents, brokers, online business-to-business markets
o Freight trucking
e Parcel delivery, packaging services
e Transportation arrangement services — brokers, freight forwarding
e Warehousing, storage, inventory management services

Location Factors:
e Close proximity to customers, suppliers, and markets
o Close proximity to transportation infrastructure
e Suitable land and buildings available
e Available workforce
o Affordable labor costs

Total U.S. employment is 8.7 million as of Q3 2008

The national average annual pay is $53,979

What are the larger trends affecting this target?

Advances in technology have spawned new ways of doing business and have reduced the
virtual distance between people, even if the physical distance remains vast. Such
technologies have not only created a demand for advanced logistical services, such as
Amazon.com’s need for the ability to get its products to its online customers rapidly, but
have also redefined the logistics sector itself. No longer is Supply Chain Management
merely the transport of a product from one point to another by various modes of
transportation; the sector has grown to include technology services that manage and
optimize the entire process from the point when an order is entered to the time the
customer receives it.

Technological advances are revolutionizing operational processes in the Supply Chain
Management sector, with computerization and wireless technology redefining the
practice of goods distribution. Current technology allows businesses to track the location
of individual vehicles via satellite, and use refrigerated units to provide computerized
feedback on specific operational times and temperatures. Advanced in-house technology
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and hand-held wireless devices in the field also greatly streamline inventory maintenance
operations. Support activities can include scheduling, supply-chain management, fleet
management, network optimization, and other processes. An effective Supply Chain
Management services network is critical to profitability for many manufacturing,
wholesale, and other companies involved with the shipment of goods.

Due to U.S. manufacturers’ reliance on the nation’s Supply Chain Management services
network, the Supply Chain Management sector is expected to remain strong. According
to the U.S. Bureau of Transportation Statistics’ 2008 annual report, demand for
transportation-related goods and services represented over 10 percent of the U.S.
economy in the year 2005. Purchases of transportation-related goods and services
comprised 10.3 percent of the Gross Domestic Product (GDP) in 2003, or $1.3 trillion.”

Wage and salary jobs in wholesale trade are projected to grow by 77.0 percent over the
2000 to 2016 period, compared with the 11.0 percent rate of growth projected for the
nation’s total industries, as illustrated in the following chart. Projected expansions by
merchant wholesaler’s sub-sectors (4-digit NAICS codes) are somewhat dependent on
what types of products are projected to continue to be manufactured in the U.S. in large
quantities. In transportation and warehousing sub-sectors, strong growth is projected for
support activities for road transportation and warehousing and storage, each a
component of Greater San Marcos’ Supply Chain Management target.

National Growth Projections for Supply Chain Management, 2006-2016

Projected U.S. Job Growth
2006-2016

NAICS Code Sector Name

Number of New

Percent
Jobs

42 Wholesale Trade 7% 428,500

48-49 Transportation and Warehousing 11% 496,200

484 Truck transportation 11% 157,700

488 Support activities for transportation 17% 97,000

493 Warehousing and storage 23% 149,500
Total Non-Agriculture Employment 11% 15,050,100

Source: U.S. Bureau of Labor Statistics

As seen in previous targets, growth in the Rural Capital Area is anticipated to surpass
national growth averages. Merchant wholesalers of durable goods will see the greatest
increase in employment, adding 3,750 new jobs to the region’s economy by 2016.

" U.S. Department of Transportation, Research and Innovative Technology Administration, Bureau of
Transportation Statistics, National Transportation Statistics 2006. April 2007. Accessed online 26 May 2009.
<http://www.bts.gov/publications/transportation_statistics_annual_report/2007/pdf/entire.pdf>.
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Rural Capital Area Growth Projections for Supply Chain Management, 2006-2016

Projected Area Job Growth

NAICS Code Sector Name 2006-2016

Number of New
Jobs

Percent

42 Wholesale Trade 30% 4,200
423 Merchant Wholesalers, Durable Goods 33% 3,750
423 Merchant Wholesalers, Nondurable Goods 9% 150
48-49 Transportation and Warehousing 25% 1,200
484 Truck transportation 24% 200
488 Support activities for transportation 20% 50
Total Non-Agriculture Employment 29% 68,550

Source: Texas Workforce Commission

One issue that affects the profitability of firms within the Supply Chain Management
sector is the price of oil. In 2005, crude oil was priced at $60 per barrel; in March 2008,
oil prices reached $107 per barrel but by May 2008 had dropped to $62 per barrel. They
are once again on the rise, reaching $68 per barrel in May 2009. Drastic price
fluctuations and increases at the fuel pump affect families’ retail spending and the
bottom-line of Supply Chain Management employers. According to the American
Trucking Association, when oil prices have reached record levels 2008, for the first time,
carriers in some cases reported that fuel costs exceeded labor costs.”” These costs are
tied into product pricing, and passed back to consumers. Despite the challenges
increased fuel prices bring to the section, growth in the Supply Chain Management
sector is expected to remain strong.

Another issue that has come to the forefront is safety. After the 9/11 attacks,

U.S. Homeland Security has placed increase scrutiny on the safety of cargo moving into
the country via roadways, airplanes, and sea ports. More rigorous inspection standards
and the use of technology, including radio frequency identification tags, are being
employed to insure greater safety. However, due to the sheer volume of goods that are
moved in, out, and throughout the nation and its communities on a daily basis, there
remain serious concerns about cargo security within Supply Chain Management
industry.

” Gilmore, Dan. (March 13, 2008). Supply Chain and $200 Oil. Supply Chain Digest.
<http://www.scdigest.com/assets/FirstThoughts/08-03-13.phprcid=1547>.
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What is the existing employment in Greater San Marcos?

The Supply Chain Management target accounts for approximately 2,570 jobs in Greater
San Marcos, or 4.7 percent of total jobs. BLS data illustrate that San Marcos is growing

in both durable and nondurable goods wholesalers, as measured by 2008 employment

figures. Nondurable goods wholesalers had the best two-year growth, with 86.7 percent
net job growth from Q3 2006 toQ3 2008.

Truck transportation and transportation support activities had slow or negative job
growth from 2006 to 2008. The two sub-sectors have low location quotients (0.33 and
0.14, respectively), suggesting room to expand Greater San Marcos’ share of the regional
market, particularly in support activities.

The Supply Chain Management target offers competitive wages. Each of the sub-sectors
had an average annual wage higher than Greater San Marcos’ overall figure of $30,547.
Durable goods wholesalers ($43,301) and electronic markets, agents, and brokers
($49,908) had particularly high average annual wages. All sub-sectors in Greater San
Marcos had average annual wages lower than the national average.

Supply Chain Management Employment and Wages, Greater San Marcos

Average Annual Wage Q3  Establishments

Jobs Q3 2008
2008 Q32008
Sector Name
Greater San S(.:hanzea Location  Greater San United Greater San
Marcos nce Quotient Marcos States Marcos
2006
42 Wholesale trade 1,208 262 0.50 $ 43,879 $ 59,283 180
423 |Merchant wholesalers, durable goods 686 139 0.55 S 43301|$ 59,399 78
424 |Merchant wholesalers, nondurable goods 280 130 0.34 S 40,078 S 53,220 39
425  |Electronic markets and agents and brokers 242 -6 0.70 S 49908|S$ 73,389 63
48-49 Transportation and Warehousing 1,362 25 0.63 $ 33547 S 43,799 69
484 |Truck transportation 187 6 0.33 S 30898|S 42,19 25
488  |Support activities for transportation 37 -22 0.14 S 39,337 | S 47,900 13
493 |Warehousing and storage ND ND ND ND S 37,654 5

Source: U.S. Bureau of Labor Statistics
ND: Data not disclosed by the BLS to protect employer and employee privacy
Note: 4-digit sub-sectors listed do not sum to 3-digit totals due to (1) limited data suppression within the sub-sectors
and (2) exclusion of some sub-sectors from the definition of this target.

Occupations within Supply Chain Management require a range of skills. Positions
include truck drivers, warehouse managers, software engineers, and logistics
coordinators. On a national level, the outlook for truck drivers and warehouse workers is
strong. The number of these workers is expected to grow 4.5 percent, accounting for
462,140 million new jobs nationally between 2006 and 2016. Among transportation
occupations, motor vehicle operators will add the most jobs (368,310).

Most of Greater San Marcos’ largest Supply Chain Management employers are in the
durable and nondurable goods wholesale trade sub-sector, including the H-E-B
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Distribution Center which employs approximately 500 workers. Only two larger
employers (United Parcel Services and Berry Aviation, Inc.) work in truck transportation
and support activities for transportation, employing approximately 100 and 83 workers,
respectively.

What opportunities and challenges are associated with growing this target?

As part of the Austin-San Antonio corridor, Greater San Marcos is well situated to expand
its economic opportunities in Supply Chain Management. It can use its existing
wholesale assets, as well as manufacturing and other product-dependent firms, to
identify new opportunities in wholesale trade, truck transportation, and support activities
for both truck and rail transportation. However, all areas of the region are not well suited
to support growth in this target. Due to land availability and environmental concerns,
areas west of [-35 are not ideal for most types of businesses in Supply Chain
Management.

Greater San Marcos will have to work with regional leaders to stay abreast of intra-
regional transportation infrastructure needs to improve access to the air cargo and
warehousing activities of Austin-Bergstrom International Airport and San Antonio
International Airport. Additionally, the San Marcos Municipal Airport is primed for
growth. The City’s future land use plan has zoned most of the land adjacent to the
airport as industrial to accommodate warehouses and facilities for support activities.
San Marcos’ location in the Austin metro area and proximity to Interstate Highway 35,
traveled by significant NAFTA-related traffic, should be presented as key competitive
advantages to market to prospective firms in Supply Chain Management. San Marcos is
also relatively close to I-1o which stretches from California to Florida. Thus, a major
strength for San Marcos is its location at the crossroads of major trade and distribution
avenues.

Training needs in Supply Chain Management are not as acute as those in other identified
target industries. Although some workers need a college degree, many Supply Chain
Management jobs do not require an education beyond high school. New workers usually
receive training after they begin work, in such training areas as the operation of inventory
management databases, online purchasing systems, and/or electronic data interchange
systems. Many occupations in this sector do not require more than a high school degree
and would therefore be well suited for the low-skilled portion of Greater San Marcos’
workforce. However, two-year colleges are increasingly offering degrees in logistics and
supply-chain management.

Technological advances and market forces are rapidly altering this industry. Even
workers in small firms need to be informed about supply chain processes, management
methodologies, and information systems. In addition, these technological advances
affect the skill requirements for occupations across the entire industry, from warehouse
workers to truck drivers to management positions. As a result, numerous firms devote
significant resources to worker training.
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There is not currently a strong local focus on programs that specifically cater to the
Supply Chain Management sector. Gary Job Corps offers career training in Material
Handling. Beyond that, San Marcos does not currently offer specialized training or
certification in Supply Chain Management-related jobs and needs to build its workforce
development resources to meet the needs of its target industry. Austin Community
College currently offers degree and certificate options in Management, Chemistry,
Electronics and Advanced Technologies, Engineering, and Environmental Technology at
its district campuses. The addition of a San Marcos campus of ACC would open up these
educational opportunities to Greater San Marcos’ future logistics workforce.

Some of the major issues facing the Supply Chain Management industry include:
improving the image of the industry, recruiting employees from young adult and non-
traditional labor pools, retaining entry-level workers and reducing turnover, and
developing training models and skill certifications. As this sector continues to grow
within the region, local companies may consider collaborating with each other, Texas
State University-San Marcos, Gary Job Corps, and Austin Community College to discuss
possible training solutions and employee-retention strategies.
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Special Opportunities: Tourism, Downtown Development, Green
Industries

Like the target sectors described in this report, Tourism, Downtown Development, and
Green Industries are of great importance to Greater San Marcos’ economic future;
however, these special opportunities are approached differently because of the nature of
the industries. Growth in tourism is best generated via product development and
increased attendance of conventions, business meetings, and special events. To be truly
successful, it is equally important to improve the attractiveness of the community, for
example, by addressing real and perceived concerns regarding the safety and aesthetics of
the community; enhancing lodging, dining, and shopping amenities; and developing and
marketing a distinguishable identity that allows a community to stand out from its
competitors. In terms of Green Industries, this is not an area in which Greater San
Marcos is currently competitive. However, Austin’s reputation and robust base in “clean
and green” businesses could potentially be leveraged to develop employment, research,
and educational programs related to Green Industries in San Marcos in the longer-term.

Tourism

A vibrant tourism economy can become an important catalyst for future regional
diversification, and provide the additional benefit of establishing a reputation for the
community as an attractive place to visit or live. Thus, a dedicated tourism development
effort supports job and revenue growth (measured in payroll and tax receipts) and
supports the workforce and business recruitment and retention initiatives of the region’s
targeting efforts.

An exciting downtown area, river access and natural beauty, Texas State University,
annual festivals, and retail outlet malls have all helped to shape tourism as a key driver
for local economic activity. The City estimates that in 2007, San Marcos attracted 7
million visitors to the community, ranking first in the state in destinations for Texans
and third in the state for destinations from out-of-state tourists. The Tanger and Prime
outlet malls are key magnets drawing visitors to San Marcos. Complementing the retail
outlets on the I-35 corridor is the new San Marcos Conference Center and 10-story, 283-
room Embassy Suites Hotel, which help to improve the community’s competitiveness as
a destination for conferences, business meetings, and special events.

Downtown Development

As was reported in the Community Assessment, San Marcos’ Main Street Program has
attracted over $39 million from both public and private sources since 1984, helping to
establish it as a National Main Street City by the Texas Historical Commission and the
National Trust. With the region experiencing rapid growth and a Downtown Master Plan
recently adopted, there are significant opportunities for San Marcos to leverage infill and
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mixed-use development to meet residential and commercial space demands in a way that
enhances the community’s character and “sense of place” for residents and visitors. The
location of the downtown along the San Marcos River is a natural competitive advantage
that should be fully leveraged. Many other communities have successfully turned central
riverfront or bay property into a vibrant destination neighborhood. Nearby San Antonio’s
River Walk is a prime example. Additional natural amenities, like the restoration of Rio
Vista Falls and the acquisition of the 251-acre Spring Lake Preserve, make eco-tourism
opportunities more likely as well.

The next document in Greater San Marcos’ economic development planning process will
be the Economic Development Strategy, which will more specifically address the efforts
needed to expand San Marcos’ Tourism and Downtown economies which are closely tied.
Ultimately, the tourism development initiative will require 1) realizing the full potential
of the City’s Downtown Plan; 2) continuing to focus on strategic marketing efforts to
raise the profile of San Marcos as a destination; 3) ensuring the support structures are in
place to maintain a strong customer-service-oriented workforce and tourism-related small
business development (i.e., boutique retail and restaurant development); and 4)
maintaining a commitment to product development and high-quality tourist attractions
reflective of San Marcos’ past, present, and desired future.

Green Industries

Events such as wars in the Middle East and Hurricane Katrina, escalating fossil fuel
costs, global warming concerns, and other occurrences have heightened national
awareness of the implications of America’s dependency on foreign oil and non-renewable
energy sources. With this awareness comes more prominent calls for leveraging
renewable and “clean” energy sources, reducing personal and corporate “carbon
footprints” through changed consumption patterns and business policies, increasing
recycling efforts, and constructing more energy efficient buildings. Additionally, the
Federal stimulus package has provided unprecedented funding for programs that focus
on developing green jobs, and research that can be commercialized into green products
and processes.

While “clean and green” may be today’s hot industry cluster, not all communities
pursuing these jobs can be winners. Though there is little existing Greater San Marcos
employment in Green Industries, Austin’s base of clean and green businesses provide
potential opportunities to leverage this capacity to bring or grow these types of businesses
closer to San Marcos. To best position the area, EDSM must engage the Greater Austin
Chamber of Commerce to explore potential niche areas that may make sense within
Green Industries to locate or pursue in the southern metro region as opposed to Austin’s
city center.
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CONCLUSION

The targets recommended in this document are meant to focus economic development
resources on the business sectors that have strongest opportunities for growth, to provide
good wages, and to leverage Greater San Marcos’ existing assets. However, it is
important for project stakeholders to remember that this report is not the strategy, but
research that will support the development of the Comprehensive Economic Development
Plan for the region.

In addition to being home to Texas State University-San Marcos and retail outlets that
serve as strong tourist magnets, Greater San Marcos has the opportunity to develop other
emerging strengths in its economy, as represented by the four target sectors: Health
Care, Corporate and Professional Operations, Supply Chain Management, and Materials
Science and Advanced Manufacturing. By pursuing a focused approach to developing
these sectors, local economic development leaders can work to diversify Greater San
Marcos’ economy towards a more prosperous future.

Having target businesses does not mean ignoring other opportunities that come along.
Tourism and Downtown Development are linked to San Marcos’ reputation as a
destination for shopping, a community with immense natural beauty, and home to a
lively and reputable university. Supporting projects that enhance the “product” of
Greater San Marcos’ communities will be important so that the region can attract
residents and workers, businesses, and visitors. Additionally, participating in regional
efforts to develop employment and investment in Green Industries may help to open up
additional economic opportunities for Greater San Marcos in the long-term.

Developing target clusters requires more than just “traditional” business recruitment
activities. A more holistic economic development approach is needed, leveraging
business recruitment as just one component of a comprehensive strategy. Successfully
developing target clusters must include a combination of the following steps:

e Supporting existing businesses by understanding their needs and addressing the
obstacles to their growth and expansion.

e Establishing or enhancing communication networks to allow information and
idea exchange within the cluster.

e Identifying and addressing gaps in education and training programs, including
the significant lack of community and technical colleges in the area.

e Increase and enhance workforce development resources for workers and firms.

e Fostering entrepreneurship by ensuring that the support infrastructure — such as
financing, one-stop shops, and mentors — is meeting the needs of entrepreneurs.
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e Creating a living and working environment that is attractive to both businesses
and workers within the cluster.

An area economy subsisting with just the basic capacity, demographics, or channels
needed to support specific industry clusters will not achieve meaningful success in
economic growth and diversification. Greater San Marcos must foster communication
and establish networks between its workers and community support services/training
programs, between workers and employers, and between employers and training
providers in order for significant progress in developing a population of skilled workers
to be achieved and sustained.

Goals and specific action steps for developing a workforce with high-demand skills and
growing the target clusters will be detailed in the Comprehensive Economic Development
Plan, the next phase of this strategic planning process.
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Appendix: Methodology

This review of Greater San Marcos’ target business sectors employs both quantitative and
qualitative research. Perspectives on certain industry’s challenges and strengths have
been gained through focus groups, interviews, and on-site meetings with regional
stakeholders. This input complements the quantitative research and provides much
needed perspective on each target’s potential for future growth.

The quantitative portion of this review primarily utilizes data from the Quarterly Census
of Employment and Wages (QCEW) from the Bureau of Labor Statistics (BLS). The
QCEW provides information on local employment and wage levels for all industries as
defined as the North American Industrial Classification Systems (NAICS). The
recommended targets for Greater San Marcos are clusters of related and supporting
industries grouped by NAICS codes. Industries are defined broadly as 2-digit super-
sectors, followed by increasingly specific detail down to the 6-digit level.

Within this review, targets are defined using 2-digit, 3-digit, and 4-digit NAICS
industries. Although greater detail can be obtained at the 5 and 6-digit levels, the BLS
non-disclosure policy often prevents a comprehensive review of cluster employment at
these levels of granularity. In order to protect the identity of individual firms, the BLS
suppresses employment and wage values for any industry sector where the number of
establishments is less than or equal to three, or when a single employer represents more
than 8o percent of total sector employment. This form of data suppression is increasingly
prevalent as the sectors become more specific. Suppressed data have been noted in this
report’s tables as “ND” (not disclosed).

Recognizing these limitations of publicly-available data, every effort has been made to
provide the most comprehensive snapshot of employment and wages in the
recommended targets. Above all, Market Street’s recommendations are derived from a
holistic view of the sectors and networks within each target. Relevant support services,
educational opportunities, research activity, recent developments, and public input are
just a few of the considerations that complement the quantitative analysis and are taken
into account when developing recommendations.

Drawing from the QCEW, the quantitative analysis supporting this review includes the
following elements for each industry sub-sector within the identified target clusters:

Regional employment levels and growth rates
Historical and projected employment growth
Regional and national average annual wages
Location quotients

(SR L)
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Location quotients (LQ) are used to measure the relative concentration of local
employment in a given industry or cluster. Specifically, they are the ratio of an industry’s
share of total local employment to that industry’s share of total national employment.

LQ — (Local Employment in Sector / Total Local Employment)
(National Employment in Sector / Total National Employment)

A local industry with an LQ equal to 1.0 possesses exactly the same share of total local
employment as the industry’s share of national employment. When a local industry
possesses a location quotient greater than 1.0, this signals that the industry is more
concentrated in the region than it is nationwide. Conversely, a location quotient less than
1.0 indicates that the industry is less concentrated in the region than it is nationwide. The
higher the location quotient, the more concentrated the level of local employment as
compared to its national equivalent. For example, a location quotient of 1.25 would
indicate that an industry’s share of total regional employment is 25 percent higher than
the industry’s share of national employment. An LQ of 2.0 would indicate that an
industry’s share of regional employment is twice as large as the national share, while an
LQ of 0.5 would indicate that the industry’s share of local employment is half the national
equivalent.

Location quotients are often used to provide an introductory examination of the
competitive position of a local industry. Those industries with relatively large LQs are
often assumed to posses competitive advantages. However, competitive advantage is not
derived from employment concentration alone. The region’s talent base, infrastructure,
the availability of support services, the transfer of academic research and technology to
the marketplace, and the capacity of educational institutions all heavily impact the
competitive advantage of an industry cluster and should be considered when identifying
target sectors. This review blends the quantitative and qualitative research that is
necessary to identify such opportunities in Greater San Marcos.
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