
2. IN-DEPTH ANALYSIS OF ECONOMIC AND COMMUNITY DEVELOPMENT PROBLEMS AND OPPORTUNITIES
The Greater Wichita Economic Development Coalition hired Whittaker Associates to conduct a Targeted Industry Study for their six county members (Butler, Cowley, Harvey, Reno, Sedgwick and Sumner Counties).  The members comprise 88.9% of SCKEDD’s population and a larger share of its economic base.  The study found the following strengths, weaknesses, opportunities and threats:


Strengths –

· Quality of life
· Big city amenities without “headaches”
· Large pool of skilled labor
· Central Location
· Proximity to I-35 and the NAFTA corridor
· Wichita State University & National Institute for Aviation Research
· Mid-America Manufacturing Technology Center
Weaknesses

· Isolated location compared to other metropolitan areas of similar size
· Most manufacturing jobs in aerospace industry pay higher than average wages
· Lack of job opportunities for high-tech and office jobs
· Lack of a brand for marketing the region to expanding businesses
Opportunities

· Large pool of skilled precision workers
· Other industry clusters are present
· Central location and proximity to a major NAFA corridor
Threats

· Perception of recent downsizing within the aerospace industry as temporary
· Over reliance on current manufacturing base
The study found in 2003 that 24% of the private employment was in manufacturing.  Within that category 55% was aerospace product and parts.  The region needs to diversify its economic base beyond manufacturing.  

A potential opportunity is in professional and business services.  They now represent   11% of private employment versus the national average of 15%.

The Study shows a loss of 45.78% of the employment in Aircraft and Parts (SIC 372) between 2001 and 2004.  That represents a loss of 17,872 employees.  

Hospitals had the biggest percentage gain in employment (25.14%) which represented 2,796 employees.

Most of the new jobs created between 2000 and 2003 were through the expansion of existing businesses.

The following represents the study’s ‘Recommended Industries and Tactics’.

In order to create wealth within the area, it is helpful to think of the local economy as a nation in which the balance of payments determines the level of wealth created.  The goal is to bring money into the region in excess of the money leaving the region.  This can be accomplished in a number of ways.  One of the most common is to generate income by exporting value-added products or services outside of the area in excess of the income spent for goods and services purchased from outside the area.  Once money is brought into the area the goal becomes to keep it there and let it re-circulate as many times as possible before it leaves the area to pay for goods or services purchased from outside the area.

However, the primary goal of an economic development strategy is to make the economic pie bigger rather than re-cycle what is already there.  … Historically, manufacturing has been the economic sector that has given the “biggest-bang for the buck” by providing the highest value added for the inputs.  Traditionally, the inputs have been land, labor, and capital.  In the rapidly evolving global economy the inputs have expanded to include knowledge, innovation, and communications.

There are several methods to bring money into the area. … tourists…second home buyers…retirees…retirement homes and regional medical centers…transferred into the area by the government in the form of welfare payments, social security and grants.

Other methods by which the economic pie can be made bigger is through expansion of existing business by assisting them in increasing the size of their market.  … Expansion of existing firms offers the greatest return on investment of all economic development activities … An often cited figure of 70-780% of new jobs within the area are said to come from the expansion of existing businesses.  Therefore a key component of any economic development strategy is the retention and expansion of existing businesses.

Yet another tactic . . .  attraction of economic activity (business) from outside the region.  … it is one of the more difficult and costly tactics to implement.  … The ability to recruit and retain talented workers is rapidly becoming a competitive factor as we approach the demographic shift brought about by the pending retirement of the “baby-boomers”.

Recommended Industries

… the recommendations have been broken out into two categories:  immediate and long term industry targets.  The immediate industry targets are simply those that best match the Grater Wichita regions strengths and current environment. … By focusing on the primary recommendations, the GWEDC will be able to achieve one of its goals which is to diversify its manufacturing base

In general, our recommendation is to focus on companies with at least $10 million in annual sales and a minimum of 100 employees.  … Based on the region’s proximity to Chicago and transportation linkages to Detroit and Indianapolis, our recommendation is to focus on companies operating in those three markets initially.

… targeting companies within the recommended industries will allow the GWEDC to shape its own destiny. …

Immediate Industry Targets
Aviation and Aerospace, Automotive, Metal Fabrication/Machinery/Electronics, Food Processing, Shared Services, Plastics, 

Long Term Industry Targets
Medical Equipment and Design

How does SCKEDD fit into these opportunities to help its 14 county members to expand and or diversify their economic base?  SCKEDD has been able to develop expertise within specific areas.  We provide gap financing to existing and expanding businesses.

The financing programs SCKEDD uses are from:

· Microloan funds borrowed from the Small Business Administration (SBA)
· Revolving Loan funds granted by the Economic Development Administration
· Intermediary Relending Funds borrowed from Rural Development
· 504 funds from the Small Business Administration (SCKEDD is a SBA Certified Development Company)
· SBA loan guarantee programs
· Community Development Block Grant funds for Economic Development
· Community Development Block Grant funds to counties for microloans
· Rural Development Business and Industry Loans
We work with communities and counties to provide the infrastructure needed by the businesses for their expansion.

· Economic Development Administration
· Community Development Block Grant funds for Economic Development
· Rural Development
· Kansas Department of Transportation funds for Economic Development
SCKEDD’s opportunities are in helping those businesses that expand the economic pie of the region, and those that assist in providing services to their community.  Staff is made aware of the opportunities through its Board members, city and county economic development persons, and their other private contacts.
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