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INTRODUCTION

In this report, Workforce Conditions Analysis, the consulting team examines the composition of the
Pennyrile region’s workforce and skill sets. We use two analytical tools: an analysis of occupational
data and the analysis of the input gained from employer interviews and surveys.

Our process follows an analytical path that drives to the core of a region’s workforce strengths:

e What is the occupational composition of the Pennyrile region?

e  Which occupations are strong within the Pennyrile region?

e What are area employers demanding in terms of skills, education, and occupations?
e What factors will influence workforce and skill availability in the future?

e What talents or competencies in the region drive competitiveness?

e What emerging industries could be supported by the region’s existing competencies?

“Workforce” has been firmly established as the top long-term concern for employers and is widely
viewed as the key to U.S. competitiveness for future generations. Workforce development has
enjoyed a renaissance in recent years, as economic developers increasingly look to the workforce
system to provide funding and training to the employees demanded by growing industries —
particularly in advanced manufacturing. The federal funding of the “WIRED” program by the U.S.
Department of Labor (“Workforce Innovation in Regional Economic Development”) is further
evidence of how workforce and economic development are linked more than ever.

About the Regional Economic Growth Strategy

In April 2010, the Pennyrile Area Development District (PADD) and West Kentucky Workforce Investment
Board (WKWIB) began a process to create a Regional Economic Growth Strategy, consisting of a workforce
analysis and an emerging sector analysis and plan. National consultants Avalanche Consulting, Inc. and the
Council for Adult and Experiential Learning (CAEL) were hired to complete this Strategy. The focus of the
project is to competitively position and sustainably grow the Pennyrile region’s economy through the next
10 years and beyond. Working closely with PADD and the WKWIB, the consulting team will provide a fresh
approach to job creation and prosperity by aligning workforce and economic development activities across
the region.

The Pennyrile region consists of nine counties located in the western area of Kentucky: Caldwell, Christian,
Crittenden, Hopkins, Livingston, Lyon, Muhlenberg, Todd and Trigg. Since a significant part of the region’s
economy is linked to the Clarksville-Hopkinsville metro, some of our research also includes Montgomery
County, TN.

For more information on the project, visit www.PennyrileFuture.com
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The Workforce Conditions Analysis is one step in a research process that will drive to a set of
recommendations for the region in the Pennyrile region’s Workforce Development Strategy. An
Economic Brief preceded the Workforce Conditions report, and an Education & Training Evaluation
report will follow shortly, as shown by the following diagram:

Research Process Leading to the
Workforce Development Strategy

« Overview of industry trends
* Demographic analysis
* County-level comparisons

Employer
Interviews
and Survey

¢ Occupational employment trends

* Demand for Skills and Education

* Workforce Availability and Graduates
* Workforce Gaps

* Transitioning Workers

Interviews
with
Institutions

Report:

Education &
Training Evaluation

* Inventory educational and training
programs

* Evaluation of effectiveness

* Linkages to industry demand

Report:
Workforce Development Strategy

The WKWIB, PADD, and consulting team thank the U.S. Department of Commerce’s Economic
Development Administration and the U.S. Department of Labor for providing funding for this project.
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EXECUTIVE SUMMARY

This report examines the conditions of the Pennyrile workforce through an analysis of occupation
data, an employer survey, and analysis of competencies that support economic growth.

The analysis of occupation data shows that half of the region’s non-military jobs are concentrated in
five occupation groups: Office Support, Sales, Management, Food Preparation, and Production. The
occupation groups that created the most jobs over the last five years include: Food Preparation,
Construction, and Personal Care. The occupation group with the fastest growth rate was Life,
Physical, and Social Science (led by research jobs), which increased 20% over the last five years.
Seven of the top 10 fastest growing occupations were in the mining industry (also the fastest growing
industry in the region as shown in the Economic Brief). Machine Operators, Extraction Workers, and
Engineers led job growth in mining.

Looking forward over the next 10 years, high-skill jobs in Finance/Actuarial, Engineering, Software,
and Health Care will be the fastest growing occupations for the region (on a percentage basis). The
“job engines” of the region — occupations creating the most net new positions — will be Customer
Service Representatives, Child Care Workers, and Health Care Aides and Nurses. Positions
requiring college degrees will grow twice as fast as jobs that require on-the-job-training (on a
percentage basis). On a net-new-jobs basis, most positions (requiring an advanced degree) will
require a Bachelor’s degree (nearly 3500 jobs), followed by Post-Bachelor’s degrees (1500+ jobs in
masters, professional, and PhDs), followed by Associates degrees (910 new jobs).

We conducted a survey of 57 employers in the region that account for over 10,000 total jobs —an
excellent sample to draw insights into workforce demand. Employers indicated that their top
workforce challenge with the applicant pool is “workplace qualities” (including attendance,
punctuality, teamwork, attitude). Industries citing this as a top challenge range from tourism and
restaurants, the coal industry, manufacturers, and health care. Other top concerns focus on the
technical skills of the incoming labor pool: having the skills in-place to do the job and having the
basic skills to enable on-the-job training. Companies primarily look to the workforce development
community to help them identify and build a pipeline of new workers (beyond their standard
recruitment efforts).

In the next five years, employers indicated that 470 net new jobs will be created across 50
occupation areas — a 4.6% growth rate. According to employers, Welding is the fastest growing
position and will create the most new net positions. Assemblers and Laborers are also in high
demand. Machine Operators and Mechanics are also in the Top 5, led by demand in food and
industrial manufacturing and mining. Electricians also register high growth, led by demand in the
mining industry. New areas of demand are Sales/Marketing and Logistics/Inventory control.
Nursing positions are expected to see some growth, but faster growing positions include Technicians,
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Physical Therapists, and Physician Assistants (not doctors). Hospitals did not express concern about
finding nurses due to the large supply (and potentially over-supply) of nursing graduates each year
from community colleges. Employers indicated that IT positions are expected to grow twice as fast
as other jobs.

The defining force in the labor market is the under-representation of young workers. Between 2003-
2008, the Pennyrile-Plus region (including Montgomery County) lost 3,500 people between the ages
of 20-34, while all other age groups increased. 90% of this loss occurred in the Pennyrile region — not
Montgomery County, which only lost only 420 people in this age group. The hard truth is that the
college-age population is leaving the region and not returning. The older age of the workforce will
impact companies the most when their workers retire — mining industries expressed that 25% of
their workforce will retire in 5 years; manufacturing indicated 17% will retire.

College students in the region are focusing their education on “safe bet” careers in fields such as
Child Care, Business Administration, Executive Assistants, Medical Administration, and Nursing —
though the large output of nursing graduates results in some student having to leave the region to
find jobs. Of concern is that Computer Sciences graduates are few and declining — despite clear
signals at the national level that computer information systems will be a growing part of the
economy. Also, trade degrees including Electricians, Machining, and Welding have shown flat to
declining trends — a stark contrast to the vocalized needs by employers in our survey.

Further examination of the regional workforce data shows that local competencies are heavily
focused in declining areas: Production, Back Office, and Operations. New competencies are now
needed in Software, Finance, Sales, and Management so that the region’s employers can take their
products to the next level and maintain their competitiveness. Having the right mix of
competencies in a region means that companies can continue to reinvent themselves and are in
better control of their destinies. A lack of Engineering and Management competencies in the region
puts local manufacturing industries at risk of being phased out by headquarters or global
competition, particularly energy, automotive, and industrial machinery. Competencies found in the
region that should provide long-term growth and renewal in the region include: Agribusiness, Food,
Resources, Logistics, and Retail.

Just as multiple competencies help a worker find and retain a job, a region’s competencies support
economic development and job creation. A region’s competencies should go beyond “What we can
do?” to “How we can serve the competitiveness of global business?” Simply put, competencies
and their continued improvement should support and even drive economic development. The
consulting team’s forthcoming strategies will help the region define the competencies that will be
required over the next 10 years for the region, its companies, and its workers to be successful.
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OCCUPATIONAL SNAPSHOT

First, we examine the occupational composition of the Pennyrile

region. This analysis includes the nine Kentucky counties in the

Pennyrile region (see side bar) and neighboring Montgomery

County, TN. Montgomery County is included in this analysis

because it plays a vital role in the region’s labor shed.

“Pennyrile Plus” Region

Caldwell, Christian,
Crittenden, Hopkins,
Livingston, Lyon,
Muhlenberg, Todd, Trigg,
plus Montgomery-TN

The five largest occupation groups in the Pennyrile region are in the Military, Office Support, Sales,

Management, and Food Preparation. Together, these groups account for 53% of all jobs in the

Pennyrile/Montgomery County region. Due in part on the strong growth in Military, but also due to

the loss of jobs in other smaller groups, these top five groups accounted for 93% of all net new jobs

created in the region from 2004-2009.

Major Occupation Groups
Pennyrile KY + Montgomery County TN

socC Employment New Jobs | % Growth Location
Code Occupation Group 2004 2009 '04-'09 '04-'09 Quotient, 2009
11-0000 Management 15,036 15,359 323 2% 1.27 %
13-0000 Business and financial operations 4,340 4,835 495 11% 0.58 %
15-0000 Computer and mathematical science 1,210 1,293 83 7% 0.37 %
17-0000 Architecture and engineering 1,395 1,285 (110) (8%) 0.52 &
19-0000 Life, physical, and social science 687 824 137 20% 0.50 &1
21-0000 Community and social services 2,138 2,326 188 9% 0.97 %
23-0000 Legal 550 555 5 1% 0.41 %
25-0000 Education, training, and library 8,818 9,300 482 5% 0.99 %y
27-0000 Arts, design, entertainment, sports, and media 2,224 2,398 174 8% 0.53 %
29-0000 Healthcare practitioners and technical 6,441 6,906 465 7% 0.92 %
31-0000 Healthcare support 3,560 3,952 392 11% 0.99 “¥
33-0000 Protective service 3,008 2,689 (319) (11%) 0.89 4
35-0000 Food preparation and serving related 11,474 12,869 1,395 12% 1.17 &
37-0000 Building and grounds cleaning and maintenance 6,338 6,825 487 8% 1.05 %
39-0000 Personal careand service 4,990 5,587 597 12% 0.94 %y
41-0000 Sales and related 20,422 20,607 185 1% 0.98 %
43-0000 Office and administrative support 22,419 21,912 (507) (2%) 0.95 %
45-0000 Farming, fishing, and forestry 2,326 1,930 (396) (17%) 1.83 4
47-0000 Construction and extraction 8,154 9,335 1,181 14% 1.19 4+
49-0000 Installation, maintenance, and repair 6,861 7,127 266 4% 1.27 &1
51-0000 Production 15,717 11,816 (3,901) (25%) 1324
53-0000 Transportation and material moving 10,505 10,877 372 4% 1.14 &

Military 25,651 33,235 7,584 30%

Total 184,262 193,842 9,580 5%

Total, excluding Military 158,611 160,607 1,996 1%
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Other high growth areas between 2004 and 2009 include business and financial operations,
sciences, social Services, healthcare, personal services, and construction. Job losses occurred in
Production, Farming, Protective Service, and Architecture/Engineering occupations.

Looking deeper into these occupational groups shows that the fastest-growing occupations (on a
percentage basis) were focused in production-related occupations in mining, defense, and energy.
Seven of the top 10 fastest growing occupations were in mining (also the fastest industry in the
region as shown in the Economic Brief), including machine operators, extraction workers, and

engineers.

Fastest Growing Occupations, 2003-2008
Pennyrile / Montgomery County

1 340%

Loading riachine aperatars, underground mining b

Raof balters, mining 232%

Mine cutting and channeling rnachine aperatars 231%
Continuous mining machine operators 223%
Tire builders EZI 1B0%
Mining machine operators, all ather 1765
Extraction warkers, all ather 173%
171%

HelpersOExtraction warkers

Patternrnakers, metal and plastic —— —1170%

[ 152t
147%
123%

HelpersOPainters, paperhangers, plasterers, and stucco ——Jiio0%

Bicycle repairers T—1107%

Shuttle car operatars
Mining and geclagical engineers, including rmining safety
Armbulance drivers and attendants, except ernergency

Paperhangers 1l06%
Rotary drill operatars, cil and gas Lo0%
Tank car, truck, and zhip loaders ——— F&3%
Explozives workers, ordnance handling experts, and Po%
Service unit operators, oil, gas, and mining BI%
Earth drillers, except oil and gas :':Ial%
Textile knitting and weaving machine setters, operatars, ::68%
wiellhead purnpers £5%
Muclear power reackor aperatars B30
Marnagerment analysts 61 %
Hoist and winch operators ——1 59%
Gas plant operators G985
Electric motor, power tool, and related repairers 37
Mabile heavy equiprment riechanics, except engines S3%
539

Real estate brokers
Real estate sales agents 551%

1109 03 1109  220%  330% 440

Percentage Growth

Fegion [EI=H

A few service occupations made the list, including ambulance drivers/not emergency (likely private
companies that are not hospital related), painters, bicycle repairers, management analysts, and real
estate brokers and agents. Few of the region’s high-growth occupations reflect national growth
trends with the exception of real estate occupations.

We calculate growth rates for the years 2003-2008 to minimize the effect of the recession on the

trendlines.
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Looking forward, the economy is expected to create a much different set of new high growth
positions. Forecasts from Economic Modeling Specialists, Inc. (EMSI) show that high-skill jobs in
finance/actuarial, engineering, software, and health care will be the fastest growing occupations for
the Pennyrile/Montgomery County region. Some positions such as biomedical engineers, personal
financial advisors, and home health aides are reflective of national trends. However, high growth
experienced in many other technical positions reflects — in our view — a process of the region
“catching up” to national levels where gaps exist in local industries such as software and engineering.
Occupations in environmental engineering, food roasting, and actuaries reflect existing local

strengths that will continue to see high growth.

Fastest Growing Occupations, 2009-2019
Pennyrile / Montgomery County

Actuaries 1
Biormedical engineers -
Petroleum engineers 167%
Computer software engineers, systerms software 1595
Mathermatical zcientists, all other 1 55 %
Computer software engineers, applications 1365
Persanal financial advisars — 1%
Environrmental engineering technicians 1 509
Financial analysts 1 509
Prosthodentists ] 50°%:
Dental hygienists 148%
Occupational therapist aides 145%
Insulation workers, floor, ceiling, and wall 148%
Horme health aides L7 %
Medical equipment repairers 1473
Sccupational therapist assistants 146%
Securities, commodities, and financial services sales agents 1465
ferospace engineering and operations technicians 145%
Filrn and video editars 145%
Industrial-organizational psychalagists 143%
Food and tobaceo roasting, baking, and drying machine 144 3%
Model rmakers, wood 5 145
Market research analysts 143%
Personal and home care aides 143%
Dental assistants J 43%
HelpersORipelayers, plumbers, pipefittars, and stearnfitters 143%
Weterinarians 143%
HelpersOCarpenters —————142%
Real estate brokers ————142%
Real estate sales agents :|41%

0% 1e% 32% 45% 54 % S0%

Percentage Growth

Region L, 5,

These positions — while high growth — often reflect a small percentage of total net new jobs created.
For example, while computer software positions are forecasted to grow faster than the national
average, they are predicted to account for just 40 net new jobs per year over the next 10 years.

The following page showcases the Pennyrile/Montgomery County region’s “job engines” - those

creating the most new positions.
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The “job engine” occupations that created the largest number of new positions (net new jobs) in the
five years leading up to the recession include: food preparation, real estate agents, retail sales,
construction workers, child care workers, wait staff, and customer service representatives.

DOccupations Creating the Most Net New Jobs, 2003-2008
Pennyrile / Montgomery County

Combined food preparation and serving warkers, including 742
Real estate sales agents 549
Feaal estate brokers 531 |
Carpentars 439 |
Retail zalezpersons 432 |
Maids and housekesping cleanars

357
First-line supervisorsfyranagers of construction trades and 356
Property, real estate, and cornmunity association managers 335
Construction laborers 318
Child care workers [ 315
Waiters and waitresses j
Cusztorner semice representatives jl
Managers, all other ]
Construction rmanagers 218
First-line supervisorsfrmanagers of retail sales workers 215
Truck drivers, heavy and trackor-trailar i
COperating engineers and other construction eguiprnent 203
First-line supervizors/managers of food preparation and 199
Extraction workers, all other 192
HelpersOExtraction warkers 186
welders, cutkers, solderers, and brazers a
Caoaoks, fast food g
Chief executives

-l

Mining rnachine operatars, all other

Murzing aides, orderlies, and attendants
Managernent analysts

Elernentary school teachers, except spacial aducation
Reqgistered nurses

£

cHm

Industrial machinery mechanics

[y
$u
i

Roof balters, mining

320 480 640 a0o

=]
=
™
=]

Jobs

2003-2008

Many of these occupations also have the highest annual turnover, which magnifies the demand for
new workers. In interviews and surveys with area employers, we discovered that tourism-related
businesses such as restaurants and hotels complained about their ability to find, qualify, hire, and
retain entry-level workers. Often these positions are viewed by individuals as a stepping stone to
another career or a temporary solution to unemployment. Motivation, reliability, and punctuality
were all cited as concerns by employers hiring these high-demand occupations. We now see that
tourism industries can still be plagued by labor shortages despite the region’s above-average

unemployment rate and the current recession.
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Projections show a continued strong demand for customer service representatives, real estate agents
(though Avalanche believes a housing market rebound will take years to develop, which will suppress
demand for home improvement-related construction), child care workers (a continuing need as more
families rely on two incomes), and health care aides and nurses (which is also plagued with shortages
due to the lack of education slots at community colleges across the U.S.).

DOccupations Creating the Most Net New Jobs, 2009-2019
Pennyrile / Montgomery County

Customer service representatives 1,39k
Real estate sales agents 26
Real estate brokers S9E
Child care warkears Sz
Carmbined food preparation and serving warkers, including S64
Retail zalezpersons 535
Reqgistered nurses 500
Maids and housekeeping cleaners 499

Mursing aides, arderlies, and attendants 427
Construction labarers | 400
Property, real estate, and community association managers E
First-line supervizors/managers of retail zales workers E
Office cderks, general 252
Carpenters 343

First-line supervisorsfyranagers of construction trades and EI
Elernentary schoal teachers, except special education [ 310
Managers, all other [ 295
Waiters and waitrezzes E
Frezchool teachers, except special education 258
Executive secretaries and administrative assistants E
Landscaping and groundskeeping workers E
Licensed practical and licensed vocational nurses | 254
Bookkeeping, accounting, and auditing clerks EI
First-line supervisorsf/managers of office and administrative E
Personal and hore care aides | 223
Accountants and auditors | 217 |
Chief executives E
Building cleaning workers, all other | 202
Teacher assistants [185 |
Maintenance and repair workers, general [182

280 S&0 240 1,12k 1.4k

=]

Jobs

2002-2015

Two occupations on the list that are high-skill and critically important to competitiveness are:
accountants and chief executives. In the years ahead, leadership skills will be in more demand than
ever before, and proper planning and execution of a business plan is usually the reason for success of
failure. Execution depends on the vision and leadership from the top, but also the workers that build
the economic infrastructure and capital planning for growth (accountants, lawyers, finance

executives).

As shown in the June 2010 Economic Brief report, these economic infrastructure businesses are
lacking in the Pennyrile region. Even more concerning, the region has a shortage of graduates with
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degrees in these fields. High skill workers are necessarily brought into the region as a result now.
The future of the region will heavily depend on its ability to train a new class of workers in global
leadership, finance, and marketing practices. As we will see in the following sections, the shortage of

college graduates in the region will require a new approach to retrain existing workers in these new
skills.

A Note on the Occupational Forecast Methodology

The project team uses industry and occupational employment estimates from EMSI, a provider of
economic data on states and counties. As discussed in previous report, these datasets provide a
higher level of detail than what is available from federal and state sources, enabling a more thorough
and complete analysis of the region.

Specifically for the occupational forecast, EMSI first estimates long-term industry trends and
calculates employment across hundreds of industries for the years 2009 to 2019 (a 10-year forecast).
From this, EMSI uses an industry-occupational matrix formula, which is based on the employment of
specific occupations for each industry in the U.S. State matrices are used as available.

Given this, the occupational forecast is highly dependent on the assumptions about the industry
forecast. Industry-by-industry forecasts are provided in the July 2010 Sector Analysis report.
Furthermore, it is important to state that EMSI anticipates a growth rate for the entire Pennyrile
region (including Montgomery County, TN) that mirrors growth at the national level and that “trends
to even” with the national growth rate by about 2020. Some sectors will grow faster (such as
software and engineering which are catching up), while more established industries like health care
are expected to grow below the national average. Overall, the growth forecast for the region is very
similar, though slightly less, than the national growth rate (see the left chart below). The chart to the
right shows a long-term trend that switches between under- and over-performance against the U.S.

Employment, , Annual Growth Rate Growth in Wage and salary jobs
Pennyrile / Montgomery County Pennyrile / Montgomery County vs. U5

59 EE
£ 4% £ &%
H H
£ £
g 2% g 3%
] a
] g
2 0% 2 0% ——— —- —
a a
5 5
& awm I g

-49% -6%

z004 2007 2010 2013 Z016 2019 1980 1985 1990 1995 z000 2005
Tear Taar
Pennyrile / Montgomery County United States Pennyrile / Mantgormery County United States
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DEMAND FOR SKILLS AND EDUCATION

The education demands of the region over the next 10 years are growing significantly. Positions
requiring college degrees will grow twice as fast as jobs that require on-the-job- training (on a
percentage basis). On a net-new-jobs basis, most positions (requiring an advanced degree) will
require a Bachelor’s degree (nearly 3500 jobs), followed by Post-Bachelor’s degrees (1500+ jobs in
masters, professional, and PhDs), followed by Associates degrees (910 new jobs).

The largest part of the regional economy is still concerned with jobs that require on-the-job training
(OJT). This does not suggest that higher education is not necessary, but that additional training will
be required beyond an Associate’s or Bachelor’s degree. For example, the positions creating the
most net new jobs (versus percentage job growth) in the region over the next 10 years that require
short-term on the job training range from child care workers and food prep to teacher assistants and
home health aides. The degree requirements for these positions range from no high school degree
to a Bachelor’s degree. High-demand long-term OJT positions include carpenters, industrial
mechanics, police officers, firefighters, HVAC technicians, and electricians.

Net New Job Creation by Education or Training, 2019-2009 Percentage Growth, 2019-2009
Pennyrle / Montgomery County Pennyrile / Montgomery County

Postzecondary wvocational award 223K

910

Aszociates degree

Bachelors degree 3.43K

Maszters degree

L]

Fitst prafessional degree

[T ]
o w
@ =

u_|

o
2
2

Doctaral degree

Degree plus work experience

]
o
o
HJ
o
B
#

Short terrn OTJ training 4. EK

119
Maoderate terrn OTJ training B.24H
109
2%
286
9%
179
Work experience in a related field 2 E9K
179

o] 1k 2K 3k 4K SK|| 0% 6% 12% 18% Z24% 30%

Long term ©TJ training

L

Jobs Percentage Growth
2009-2019 Region s
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How well is the applicant pool serving employers’ needs?

Avalanche Consulting conducted a workforce hiring demand survey of major employers in the
Pennyrile, KY region. The survey asked participants to specify their job creation expectations for
specific occupations and to comment on the condition of the workforce. Based on the survey results,
we generated a forecast of future hiring demand. The survey results are presented in the Appendix
of this report.

Employers surveyed as part of this process indicate that finding applicants with job-specific skills in
place is one of their top challenges today — and presumably going forward as well. In the survey,
employers indicated that their top workforce challenge with the applicant pool is:

Workplace qualities (attendance, punctuality, teamwork, attitude)
***The Top Workforce Concern for Pennyrile Employers***

Industries citing this as a top challenge range from tourism and restaurants, the coal industry,
manufacturers, and health care. All sectors, with the possible exception of education, are affected
by this concern. Considering the high rate of unemployment in the economy, one can assume that as
job growth returns and workers have more options to choose from, concerns about attitudes will
only worsen.

Other top concerns focus on the technical skills of the incoming labor pool: having the skills in-place
to do the job and having the basic skills to enable on-the-job training.

What are your company's top three workforce

challenges?
0% 10% 20% 30%
Workplace qualities (attendance, 25 9%
punctuality, teamwork, attitude) R
Technical skills
Skills of applicants
Industry knowledge
Wage expectation 8.6% % (,)f rgspondents
indicating
selecting a

Basic skills (math, reading, etc) 8.6% challenge

Credentials (degrees,

0,
certifications) 7.8%

Retention

Number of applicants
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Employers shared the following comments about their workforce concerns:

“Since my employees are older, it is difficult to introduce them to new technology and keep
them updated on industry trends.”

“We need high level skills not found in this region.”

“It is very difficult to find local qualified applicants with the degree qualifications we need.
Often have a small applicant pool with a stretch to meet technical and professional
qualifications.”

“Our challenges are different depending on the position being filled. For operators, the first
challenge is attendance, punctuality, teamwork and attitude. For exempt level employees,

the challenges are number of applicants, degrees, certifications and wage expectation.”

“Workplace qualities continue to be a challenge for employers.”
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How are employers finding the workers they need?

In the employer survey, we asked questions about how difficult it is to find workers, where workers
are drawn from, and what programs are used to build a workforce pipeline.

For the most part, employers believe that worker recruitment will become slightly easier over the
next five years. Undoubtedly, this is due in large part to the current economic downturn. 76% of
employers believe that they will have the same difficulty or increasing ease in finding workers the
workers they need in coming years. Only the coal industry and one manufacturer indicated that they
are facing a crisis situation in which some positions will likely go unfilled.

Ability tofill jobs in the next 5 years

Crisis situation
in which some
More difficulty positions will
thanin years likely go
past unfilled
17% %

More ease
thanin years Same difficulty
past asin years
22% past
54%

When companies do fill positions, they tend to hire from within and pull people from inside their
facility. When they choose to look outside their facility, they tend to pull workers from other
companies in their industry (65% of respondents ranked this option in the top two choices). Pulling
workers out of other industries is an alternative, but represent only one-third of hiring from within
their own businesses.

How are job vacancies filled at your facility? = Fromwithin the work place
o0 5 19 Count of responses. Companies ranked up to 4 factors. 18 atourfacility
15 = From another facility within
ourcompany
10
Fromoutside of the
5 company, but fromother
companiesin ourindustry
0 B From outside of our
1- Highest 2 3 4- Lowest industry
Rank Out of 43 companies responding to this question.
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Somewhat surprisingly, companies indicated that they do not pull workers from their other
corporate facilities outside the region. As shown in the chart below, 76% of new hires are hired from
inside of the nine-county Pennyrile area. 19% of new hires come from outside the region, with most
of these presumably coming from Tennessee.

When hiring, approximately what percentage of new
employees come from the following geographies?

76%

80%
60%
40%
20%

0%

19%
5%

The county in which my  The 9-county Pennyrile Area Outside the Pennyrile Area
business is located

Companies also engage in “workforce pipeline development” activities such as internship and
apprenticeship programs, recruiting on school campuses, and working with local workforce
developers. Of the respondents indicating activities beyond their standard recruitment efforts,
companies primarily look to the workforce development community to help them identify and build
a pipeline of new workers. Several companies actively engage in apprenticeship and internship
programs. Activity recruiting on school campuses is used least by respondents.

What does your company do to ensure vacancies are filled with qualified

people? ,
15 - Internship Program

B Apprenticeship
Program

H Active Recruiting on
School Campuses

= Work with Local
Workforce Developers

1- Highest 2 3 4- Lowest
Rank
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What occupations will local employers demand in the future?

In the survey, we asked employers to provide job categories where new hires will be made over the
next five years. In total, 57 employers indicated that 470 net new jobs will be created across 50
occupation areas. This reflects a 4.6% growth rate over the next five years (over a base of 10,000
jobs reflected by these employers) — a higher rate of growth than forecasted by EMSI for the entire
economy, 3.8%.

Furthermore, another 437 jobs will be created by these employers due to attrition. In total, over 900
positions will need to be filled at these employers — representing very real job opportunities for
today’s workers and college graduates.

The following table shows the high-demand occupations for these employers (positions creating the
most net new jobs):

Top Occupations in Demand, 2010-2015
Sorted by Most Net New Jobs (5+)

New % Attrition %
Occupation Area Jobs | Growth Jobs Attrition
Welders, Cutters 64 53 25 21
Assemblers 59 18 18 5
Construction/Mining Equipment Operators 40 10 40 10
Machine Mechanics 38 13 42 14
General Laborers 34 15 43 19
Electricians 30 15 40 20
Machine Operators 29 20 5
Managers 26 6 18
Licensed/Registered Nurses 19 4 38
Packers 18 22 6 7
Housekeeping/Janitorial 14 9 34 21
Office Clerks, Admin Support 12 6 15
Nursing Aides/Orderlies 12 3 12
Customer Service 11 14 15 20
Sales/Marketing 10 25 6 15
Physicians/Surgeons 9 9
Laboratory Technologists 6 6 10 10
Logistics/Inventory Control 6 17 2 6
Engineers 5 3 1 1

Surprisingly, Welders is the fastest growing position and will create the most new net positions.
Assemblers and Laborers are also in high demand. Machine Operators and Mechanics are also in
the Top 5, led by demand in food and industrial manufacturing and mining. Electricians also register
high growth, led by demand in the mining industry.
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New areas of growth are Sales/Marketing and Logistics/Inventory Control. These positions are
increasingly important to companies seeking to grow their revenue and to streamline their
operational costs.

Nursing positions are expected to see modest growth, but it is important to note that net new
positions anticipated by responding employers is much lower than the graduate output in the region.
Only nursing aides are also in the growth list, but nurses and their aides should expect growth of less
than 5 percent. Other health positions such as technicians, physical therapists, and physician
assistants (not doctors) did not make the “top” list, but are expected to grow fast on a percentage
basis. While health care is expected to be a growth area for the U.S. economy, local employers have
a conservative view of their growth, most likely due to the growing need to keep down costs and
implement new information technologies rather than add workers.

IT positions also registered low net new job creation, but employers indicated an average of 12%
growth in these positions over the next five years.

Also, educational institutions did not indicate any expectations for growth, again, likely due to the

current economic factors and shrinking budgets. The transportation industry did not submit job
forecasts.
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An Important Question: Where Are We Creating High-Wage Jobs?

Often, economic and workforce development programs seek to create jobs that pay above-average wages so that the salary

level for the entire region will grow, creating greater prosperity for all. School counselors talk to thousands of students
each year about their job prospects. Many of them pursue careers without considering the long-term wage growth that

occupation offers. On the following pages, we provide the Top 10 Highest-Paying Occupations in each education category

that employ more than 100 people in the Pennyrile KY region, along with the growth statistics.

Bachelor’s Degree:
Top 10 Highest-Paying Jobs

Pennyrile KY Region

Average Annual Salary, 2009

Computer systerns analysts

Industrial engineears
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As shown in the charts above, the highest paying positions in the Pennyrile, KY region that require a Bachelor’s include
professional positions such as engineers, operations specialists, accountant and HR specialists. The highest paying position
is computer-related — Computer Systems Analyst —and is expected to create 120 positions over the next 10 years, reflecting
a 60% increase. Also on the list are education positions, which pay relatively high salaries on average (after many years of
teaching and starting at a much lower salary). All of these high-skill positions will grow above the regional average growth
rate for the next 10 years.

Positions requiring Post-Bachelor’s education that will grow at above average rates include: lawyers, speech pathologists
and school counselors, and mental health counselors. Most striking with the chart above is how much more a pharmacist is
paid (on average, including the existing workforce) than a mental health professional, which often requires more time in
school.

In the chart below, we profile positions that require significant years of work experience plus a Bachelor’s degree or higher.
The highest paying positions primarily involve managerial positions such as Chief Executives, financial managers, and health
and education administrators. Career advancement in these positions is helped by getting additional education such as an
MBA or PhD in Education.

Degree plus Work Experience:
Top 10 Highest-Paying Jobs (Employing 50 or more)

Total Jobs
2009
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In the chart below, positions requiring vocational or Associate’s degrees that pay high salaries and will grow above-average

include: dental hygienists, nurses, and computer support specialists. Engineering technicians, medical technologists, and
medical therapists are also some of the highest paying positions being created in the economy today for someone with an

Associate’s degree.

Vocational or Associate’s Degree:
Top 10 Highest-Paying Jobs (50 or more positions)

Pennyrile KY Region

Average Annual Salary, 2000

Computer specialists, all other

Dental hygienists

Registered nurses

Engineeting technicians, except
Radialagic technologists and
Funeral directors

Respiratory therapists

Aircraft mechanics and service
Industrial engineering technicians
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In the charts below, we see where on-the-job-training positions are being created: postal workers, shuttle car operators

(mining), extraction workers (mining), production clerks, and health care support workers. Note: High wage positions
requiring just short-term OJT are for the most part shrinking, a further indication that better and sustained education is the
key to long-term employability. Put another way, students and young adults cannot expect an employer to hire them and

train them to make them employable — at least at an average wage.
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Short-term On-The-Job Training:
Top 10 Highest-Paying Jobs

Average Annual Salary, 2009

Pennyrile KY Region

Postal service rnail carriers

Shuttle car operators
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Hurman resources assistants, except
Information and record clarks, all
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Medium- or Long-term On-The-Job Training:

Top 10 Highest-Paying Jobs

Positions requiring medium- or long-term OJT fare better than short-term OJT positions. Long-term OJT can include in-
house training, apprenticeships, or individuals working toward some certification. Surprisingly, technical sales reps — not
customer service reps — get enough training to make themselves very valuable to the employer and earning a very high
salary. Mechanics, repairers and electricians (particularly for those in industries like heavy industry and utilities) require
specialized training and safety certifications that are difficult to get. These individuals typically acquire advanced training as
they move through their career. Police officers are also a career path that pays well after training.

Average Annual Salary, 2009

Pennyrile KY Region
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Top 30 Highest-Paying Jobs
Across All Degrees and Training Levels

Top 30 Highest Paying Occupations, 2009

Pennyrile KY Region, 100 or more positions in region
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WORKFORCE AVAILABILITY

Labor Demographics

The availability of workers is highly affected by changes in demographic patterns — particularly in a
region’s ability to retain individuals that are just entering the workforce. As shown by the following
charts, the Pennyrile region is under-represented by workers in the critical 20-29 age group, though
30-39 years olds are over-represented (compared with the U.S. average). Over the five-year period
leading up to the recession, the region’s population of young workers aged 20-34 shrunk by about
3,500 individuals (3,100 were in the Pennyrile, KY region). In contrast, the older workforce aged 50-
64 grew by 10,000.

Age Distribution vs. U5, 2008 Age Distibution, New Population
Pennyrile / Montgomery County Pennyrile / Montgomery County
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The region’s college-aged population saw the largest decrease — due to a shortage of four-year

college degree programs in the region. Unfortunately, statistics show that a majority of these

students do not return to the region after college.
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In your best estimate, what is the
average age of employees at your
company?
Residential Care/Nursing Homes
Mining
Research
Metal Products/Machinery..
Financial Services

Education (school districts and.

Health Care/Hospitals 38
Transportation/Distribution/Logistics 35
Building Construction 35
Plastics Manufacturing 34

Agricultural Products Processing. 34

Other Manufacturing and Assembly 38

50
47
45
45
44
44

Retail/Tourism/Hotels/Recreation 42

Food Manufacturing and Processing 40

T T T T

Average Age

0 10 20 30 40 50 60

Approximately what percentage of
your entire workforce will retire in the
next 5 years?

Mining 25%
Metal Products/Machinery..
Retail/ Tourism/Hotels/Recreation
Research
Building Construction
Health Care/Hospitals
Financial Services
Education (school districts and..
Transportation/Distribution/Logst..
Food Manufacturing and..
Agricultural Products Processing.
Other Manufacturing and Assembly
Plastics Manufacturing

Residential Care/Nursing Homes

0% 10%  20%  30%

Employers have expressed concern about their aging workforce and their ability to replenish their

workforce with the next generation of workers. The mining industry has one of the highest average

ages of workforce, and as shown in previous sections has expressed a strong concern about its ability
to find workers in the future. The mining industry expects 25% of its current workers to retire within
the next 5 years — a clear signal to the education and workforce system that job openings will remain

high for the industry going forward.

Residential care facilities also have a high average worker age, but they expect just 1% of their

workforce to retire in the next five years. Metal/machinery manufacturers expect a high retirement

rate, as do tourism/retail industries (despite having a workforce of average age).
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College Graduate Supply

With its relatively small college population, the region must make every effort to make sure students
are graduating with skills and knowledge to fill positions that are opening in the region. Most college
students want to stay in the town in which they graduate if they can find employment.

In 2008, Hopkinsville and Madisonville community colleges graduated 759 students. Graduation
levels have been steadily increasing — Hopkinsville’s graduate level grew 11% from 2003-2008 and
Madisonville’s graduate level grew 29%.

Hopkinsville and Madisonville Community Colleges
Graduates in 2008 by Degree

Hopkinsville  Madisonville

Community Community
Degree College College Total
TOTAL GRADUATES 355 404 759
Liberal Arts and Sciences/Liberal Studies 205 117 322
Licensed Practical/Vocational Nurse Training 20 271 291
Child Care Provider/Assistant 108 35 143
Business Administration and Management, General 86 50 136
Nursing/Registered Nurse (RN, ASN, BSN, MSN) 39 79 118
Executive Assistant/Executive Secretary 112 112
Medical Administrative/Executive Assistant and Medical Secretary 66 66
Multi-/Interdisciplinary Studies, Other 9 56 65
Engineering Technology, General 48 7 55
Carpentry/Carpenter 50 50
Surgical Technology/Technologist 47 47
Mason/Masonry 32 32
Drafting and Design Technology/Technician, General 30 30
Teacher Assistant/Aide 28 28
Clinical/Medical Laboratory Technician 28 28
Computer and Information Sciences, General 19 9 28
Machine Shop Technology/Assistant 22 6 28
Criminal Justice/Law Enforcement Administration 12 10 22
Industrial Mechanics and Maintenance Technology 10 11 21
Medical Radiologic Technology/Science - Radiation Therapist 18 18
Heating/AC/Ventilation/Refrig Maint Technology/Technician 16 16
Welding Technology/Welder 14 14
Occupational Therapist Assistant 14 14
Physical Therapist Assistant 13 13
Mining Technology/Technician 11 11
Respiratory Care Therapy/Therapist 11 11
Electrician 4 5 9
Agricultural Production Operations, General 8 8
Social Work 8
Electromechanical Technology/Electromechanical Engineering Tech 1 1

Source: National Center for Education Statistics, IPEDS
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Liberal Arts degrees are the most popular, and many of these students may transfer to another

institution to get their four-year degree. However, demand for liberal arts has fallen in recent years.

Over 400 graduates received a nursing degree, followed by child care (143 degrees), business

administration (136), executive assistants (112), and medical administrative (66). All of these

programs have seen large growth and likely perceived as “safe bets” by students wanting to ensure

their employability.

However, as shown by the employer survey and during our interviews (see Appendix), demand for

nursing at local hospitals is not expected to be high in future years within the region. With some

many students graduating with these degrees, we can assume that some will fill positions that open

due to attrition, but many of these nursing graduates will have to commute out of the region for

work, or relocate to find a job.

Hopkinsville and Madisonville Community Colleges

Graduates per Year 5-year
Degree 2003 2004 2005 2006 2007 2008 Growth
Liberal Arts and Sciences/Liberal Studies 336 299 331 308 306 322 -4%
Licensed Practical/Vocational Nurse Training 52 23 41 137 188 2901 460%
Child Care Provider/Assistant 43 80 67 209 135 143 233% -
Business Administration and Management, General 73 43 88 52 72 136 86% -
Nursing/Registered Nurse (RN, ASN, BSN, MSN) 83 96 113 158 140 118 42%
Executive Assistant/Executive Secretary 13 56 94 113 115 112 762% -
Medical Administrative/Executive Assistant and Medical Secretary 21 14 47 56 45 66 214% -
Multi-/Interdisciplinary Studies, Other 70 82 54 67 64 65 -7%
Engineering Technology, General 11 27 79 55
Carpentry/Carpenter 50 72 90 69 85 50 0%
Surgical Technology/Technologist 32 16 32 25 29 47 47%
Mason/Masonry 41 27 32 -22%
Drafting and Design Technology/Technician, General 30 22 8 3 30 0%
Machine Shop Technology/Assistant 26 57 57 25 25 28 8%
Computer and Information Sciences, General 35 69 49 82 29 28 -20%
Clinical/Medical Laboratory Technician 19 11 14 15 25 28 47%
Teacher Assistant/Aide 5 14 28

Criminal Justice/Law Enforcement Administration 6 23 20 17 22 22 267% -
Industrial Mechanics and Maintenance Technology 5 29 14 33 29 21 320% -
Medical Radiologic Technology/Science - Radiation Therapist 24 22 21 16 22 18 -25%
Heating/AC/Ventilation/Refrig Maint Technology/Technician 4 7 16
Occupational Therapist Assistant 10 13 14 15 11 14 40%
Welding Technology/Welder 2 26 21 14 39 14 600%
Physical Therapist Assistant 5 7 13 13 13 13 160% -
Mining Technology/Technician 11
Respiratory Care Therapy/Therapist 5 5 10 14 11 120% -
Electrician 40 25 17 32 9

Social Work 16 9 16 18 12 8 -50%
Agricultural Production Operations, General 9 36 27 9 15 8 -11%
Electromechanical Technology/Electromechanical Engineering Tech 31 58 42 15 27 1 -97%
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A concerning trend is the decline in computer science graduates, which are expected to see high
growth in the region (and U.S.) over the next 10 years. This could result from a fear that these jobs
are prone to outsourcing to other countries, similar to jobs in the manufacturing sector.

Mining graduates remain low — despite high demand from the industry — but an indication that
mining companies prefer experience to formal training.

While medical administrative graduates are growing dramatically, and medical laboratory technicians
and surgical technicians are also growing, medical radiologist graduates have been declining.

Trade degrees have fallen for the most part — carpenters, masonry, machine shops, and electricians
saw sizeable declines in graduates from 2007-2008 and trends downward.

Austin Peay State University provides another source of education and workforce supply. The
University’s focus is on liberal arts education with some business majors, as shown by the following
table:

Austin Peay State University 2008
Clarksville, TN Graduates
Business/Commerce, General 198
General Studies 136
Nursing/Registered Nurse (RN, ASN, BSN, MSN) 102
Multi-/Interdisciplinary Studies, Other 83
Mass Communication/Media Studies 80
Psychology, General 66
Biology/Biological Sciences, General 57
Health and Physical Education, General 54
Curriculum and Instruction 51
Business Administration and Management, General 48
Non-Profit/Public/Organizational Management 47
Political Science and Government, General 41
Art/Art Studies, General 40
English Language and Literature, General 39
Social Work 38
Criminal Justice/Law Enforcement Administration 36
Computer and Information Sciences, General 32
Liberal Arts and Sciences/Liberal Studies 31
Chemistry, General 25
Health Teacher Education 24
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In addition, Murray State University to the west of the Pennyrile region produces over 2,200 college
graduates each year in Associate’s, Bachelor’s and Master’s programs. Some of these students are
located at Murray State’s Hopkinsville Regional Campus.

The top five Bachelor’s programs out of Murray State are education, business, general studies,
nursing, and agriculture (in that order). Those programs reflect the top 5 Master’s degrees as well,
with the exception of nursing.

Murray State University 2008 Graduates

Murray, KY and Hopkinsville, KY (25 grads or more) Associate's Bachelor's  Master's Total
Grand Total 17 1655 537 2209
Elementary Education and Teaching 175 13 188
Business/Commerce, General 3 115 58 176
Nursing/Registered Nurse (RN, ASN, BSN, MSN) 91 22 113
General Studies 107 107
Agriculture, General 1 66 30 97
Special Education and Teaching, General 18 66 84
Organizational Communication, General 41 19 60
Veterinary/Animal Health Technology/Technician/Veterinary Assistant 59 59
Accounting 48 10 58
Information Science/Studies 2 44 9 55
Occupational Safety and Health Technology/Technician 40 14 54
Biology/Biological Sciences, General 49 4 53
Social Work 51 51
English Language and Literature, General 26 23 49
Audiology/Audiologist and Speech-Language Pathology/Pathologist 26 19 45
Educational Administration and Supervision, Other 42 42
Public Relations/Image Management 35 35
Marketing/Marketing Management, General 34 34
Reading Teacher Education 33 33
Kinesiology and Exercise Science 27 5 32
Community Organization and Advocacy 30 30
Advertising 29 29
Civil Engineering Technology/Technician 29 29
Manufacturing Technology/Technician 0 29 29
Chemistry, General 25 4 29
Engineering Technology, General 28 28
Fine/Studio Arts, General 28 28
History, General 22 6 28
Criminal Justice/Safety Studies 26 26
Sociology 26 26
Junior High/Intermediate/Middle School Education and Teaching 22 3 25
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Technical and Junior Colleges in the Pennyrile / Montgomery County Region

Brown Mackie College-Hopkinsville 2008 Miller-Motte Technical College 2008
Hopkinsville, KY Graduates Clarksville, TN Graduates
Medical/Clinical Assistant 50 Surgical Technology/Technologist 24
Medical Insurance Coding Specialist/Coder 20 Medical/Clinical Assistant 23
Business Administration and Management, General 9 Massage Therapy/Therapeutic Massage 20
Medical Administrative/Executive Assistant and Medical ¢ 8 Aesthetician/Esthetician and Skin Care Specialist 20
Accounting 7 Cosmetology and Related Personal Grooming Arts, Other 10
Criminal Justice/Law Enforcement Administration 6 Legal Assistant/Paralegal 6
Legal Assistant/Paralegal 5 Phlebotomy/Phlebotomist 5
Computer Programming/Programmer, General 4 Medical Office Assistant/Specialist 4
Computer Software and Media Applications, Other 2 Computer and Information Sciences and Support Services, 4
Business, Management, Marketing & Related Support Serv 2
Heads West Kentucky Beauty College 2008 Cosmetology/Cosmetologist, General 2
Madisonville, KY Graduates Accounting Technology/Technician and Bookkeeping 2
Cosmetology/Cosmetologist, General 20
Nail Technician/Specialist and Manicurist 3 North Central Institute 2008
Clarksville, TN Graduates
Draughons Junior College 2008 Aircraft Powerplant Technology/Technician 112
Clarksville, TN Graduates Avionics Maintenance Technology/Technician 42
Dental Assisting/Assistant 48 Airframe Mechanics and Aircraft Maintenance Technology 22
Medical/Clinical Assistant 32
Criminal Justice/Law Enforcement Administration 13 Queen City College 2008
Medical Insurance Coding Specialist/Coder 12 Clarksville, TN Graduates
Computer Systems Networking and Telecommunications 10 Barbering/Barber 27
Computer and Information Sciences, General 9 Cosmetology/Cosmetologist, General 27
Accounting Technology/Technician and Bookkeeping 5 Nail Technician/Specialist and Manicurist 16
Business Administration, Management and Operations, O 3 Aesthetician/Esthetician and Skin Care Specialist 15
Pharmacy Technician/Assistant 3
Health Information/Medical Records Administration/Adm 3
Legal Assistant/Paralegal 2

The region is also home to several technical schools that provide a range of education options to
become medicine/dental assistants and technologists, legal/accounting clerks, cosmetology, and
some computer technologies.

Training is also available in aircraft maintenance at North Central Institute, which graduated nearly
170 individuals in 2008 to service aircraft at Ft. Campbell.

An in-depth study of area educational institutions and training capacity will be presented in the
upcoming Education and Training Evaluation report.
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WORKFORCE COMPETENCIES

The U.S. Department of Labor defines a competency as:

A competency is the capability to apply or use a set of related knowledge, skills, and abilities
required to successfully perform "critical work functions" or tasks in a defined work setting.

In our view, the key definitional word is related. It infers that a worker’s success is increasingly
driven by how one connects sometimes disparate skills, knowledge, and education to solve today’s
workplace challenges.

Competencies are more than specific skills such as machining, marketing, or customer service.
Competencies are developed when an individual can “where multiple hats” to solve a problemin a
new way. Likewise, companies deploy their competencies to create a niche in the marketplace, a
new product, or a barrier to its competitors.

Today, government and business leaders alike believe that workforce competencies will drive the
U.S. economy forward.

“An educated, well-trained workforce is the key to our state's economic prosperity. We need
to take down the no vacancy sign and ensure we are focusing on the needs of both today and
tomorrow's employers.” — Gov. Christine Gregoire, State of Washington

“If we're going to create the best business climate to create higher paying jobs and retain our
young people, we're going to have to build a workforce prepared for the opportunities of the
future.” — Gov. John Hoeven, State of North Dakota

“The best economic-development tool is a well-educated workforce.” — Gov. Bill Ritter, State
of Colorado

“Keep your tax incentives and highway interchanges... We will go where the highly skilled
people are.” — Carly Fiorina, past-CEO, HP

Also true today, a worker’s value and job security can depend on his or her ability to use “soft skills”
in the workforce:

“The future differentiator for businesses will lie in the addition and enhancement of “soft
skills”...including the techniques and communication styles necessary to facilitate
interactions with others in the workplace and around the world. The countries that are best
able to successfully cultivate these important skills - along with specific job-related skills - will
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be the ones who drive the success of global outsourcing.” -- Global Skills Report, Brainbench
Inc., 2006

“A job can be offshored if the skills needed to perform it are available abroad. Some low-
wage countries, especially India, have produced large numbers of highly educated workers
who have the skills to do some kinds of offshored technical work, such as engineering.
However, although Indian engineers have routine engineering skills, evidence suggests that
only some have the non-routine, high-level problem-solving, innovation, and communication
skills that are more common among American engineers.” -- The Brookings Institution, 2007

In many respects, successful regional economies benefit from combining various competencies
across industries to keep companies at the leading edge and to create next-generation industries.
Strengths in one industry can quickly translate to new industries and opportunities, for example,
agriculture into food science, computer engineering into Internet services, and textiles into
composites. Oftentimes a well-developed industry creates a deep network of suppliers with
competencies in marketing, public relations, product design, software, and logistics. These supplier
firms quickly move into new markets as new opportunities are identified.

A region’s ability to reinvent itself is fundamental to its long-term success. Conversely, when a
regional economy is heavily rooted in one or two competencies such as basic manufacturing but
lacks in others, such as marketing or product development, the region usually suffers job losses as
product cycles mature and new products are manufactured elsewhere. As with a worker, the more
interconnected competencies a community enjoys, the more job security the economy will have.

Just as competencies help a worker find and retain a job, a region’s competencies support economic
development and job creation. A region’s competencies should go beyond “What we can do?” to
“How we can serve the competitiveness of global business?” Simply put, competencies and their
continued improvement should support and even drive economic development. Workforce
competencies draw in new companies, support existing employers, and create startups. Incentives,
infrastructure, and costs have taken a back seat — at least in industries that promise long-term
growth.

WORKFORCE CONDITIONS ANALYSIS



What are the Pennyrile Region’s Workforce Competencies?

In the previous sections, we identified high growth occupational sectors and specific occupations that
are estimated to be in high demand over the next 10 years. We also identified high-paying positions
and the educational requirements for each. This research should serve the educational system for
program development, and certainly students’ career plans.

How can one assess the region’s competencies to garner a better understand how future industries
will be served (or underserved) by the region’s existing workforce?

As with industry clusters, regional economies may be analyzed in terms of their workforce clusters.
The unit of measurement remains a “job”, but jobs are analyzed by occupation code (such as 15-
1021: Computer Programmers) instead of industry code (such as 541511: Custom Computer
Programming Services). The U.S. Bureau of Labor Statistics provides data on over 800 occupations at
the regional level. Due to some data suppression and unavailability, Avalanche uses occupational
estimates from EMSI. Avalanche has organized the 800+ occupations into 19 “competency clusters”
defined by function and skills, rather than by industry output. This allows a better understanding of
the strengths and skills of the local workforce, as opposed to just examining the production strengths
of local industries that comes through a traditional cluster analysis.

As with industries, competency clusters can be measured in terms of “location quotients.”
Competency location quotients contrast the local concentration of a cluster within a region (regional
share of the local economy) against the cluster’s average concentration throughout the U.S. (national
share). The result shows whether a competency cluster is more concentrated locally than in the U.S.
(LQ is greater than 1) or less concentrated locally (LQ is below 1).

On the following page, we present a bubble chart showing how the competency clusters stack up
against each other in the following areas:
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Today, the Pennyrile region is heavily weighted in competency areas like industrial production,
agriculture, geo-environmental, and tourism. As shown by the chart above, some have enjoyed
growth in recent years while others have declined. More importantly, each of these highly
concentrated competencies is expected to lose ground at the national level (red bubbles indicate
below-average growth over the 10 years in the U.S.).

The Pennyrile region’s diversity of competencies is lower than most regions because it does not have
advancing and declining clusters across all quadrants. Simply put, the region’s competency economy
is upside down. Important competencies such as management, sales/marketing, financial, and
software are underdeveloped in the region today, although growth forecasts are positive.

More should be done to bolster and develop the increasingly important competencies and skills
that are underdeveloped in the region. Why? Fundamentally, the competencies in a region define a
region’s role along the entire value chain of an industry. The following diagram shows how
competencies relate to each other for a product manufacturing firm:
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Competency Value Chain for Manufacturing
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Source: Avalanche Consulting, Inc.

A company’s entire value chain starts with product development, which moves into manufacturing,
and culminates with client-facing sales and back office operations. Each industry has a variation of
the value chain shown above. The “research-production-sales” continuum can be applied to most
manufacturing and services industries regardless of product or market.

As indicated in the diagram, some worker competencies are components within the value chain,
while others are foundational and flow throughout the entire value chain of the company (or
industry).

This illustrates an important fact: competencies are not valued evenly. Global corporations today are
continuing to strive to identify their “core competencies” and competitive strengths, while selling off
or outsourcing areas of marginal strength, so that can get the maximum return on their effort and
equity. Electronics firms choose to outsource manufacturing and focus on product design;
pharmaceutical companies now look to venture-backed research labs for new products; airline
companies increasingly choose leasing over purchasing to hedge against swings in demand; and firms
like UPS and Fedex now manage a full suite of warehousing and fulfillment for their clients. The list
goes on and on.

Like companies, communities should continue to identify and develop the competencies which are
uniquely suited to them, and which the world requires to be competitive. The discussion and
findings around competencies and workforce development will evolve in the Workforce and
Economic Development Strategies that will conclude this study. Our upcoming evaluation of the
region’s educational infrastructure and our finalization of target industries will ultimately drive
recommendations aimed at building the Pennyrile region’s world-class workforce.

WORKFORCE CONDITIONS ANALYSIS



How Competencies Can Support Emerging Sectors

A competency model helps to define a region’s competitive advantage in new ways by providing

further differentiation from a region’s competitors and guiding local institutions away from just an
industry-by-industry focus. Competencies should naturally apply to multiple unique industry
clusters. Recognizing the cross-cutting nature of competencies allows us to inject a competency

from one local industry into another (e.g. information systems + drug development = bioinformatics),

and identify new or emerging industries which can to take advantage of local competencies.

Competencies can be the foundation for an entirely new set of targets for a region.

We can explore how other emerging industries, or industries not present in the Pennyrile region,

might be supported by existing competencies. To do this, we cross-tabulate the requirements of

industry with the competency matrix for the region:
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Avalanche Consulting defines worker competencies as being a “requirement” if they are found within

an industry cluster at 120% of overall levels seen in the rest of the national economy (e.g. having an
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LQ > 1.2). Industries where 75% of competency needs are met locally were registered a “Fit”, while
industries were registered a “Potential Fit” if competencies showed promised for meeting the 75%
threshold.

By contrasting the competency requirements of industry against the location quotients for
competencies in the Pennyrile region, we find that several sectors are supported or could be
further supported in the future:

e Agribusiness & Food
o Apparel & Textiles

e Back Office

e Consumer Goods

e Materials

e Resource Extraction
e Retail

There are several industries that may have been targets of past workforce and economic
development activities in the region which register a lack of local competencies: energy, automotive,
and industrial machinery. The shortage of engineering and management competencies in the region
make us question their potential as primary targets. While these gaps do not preclude future
growth, they certainly place the region in a weak position to develop new product lines that will be
manufactured locally. Service industries also exhibit large competency gaps.

This analysis is one of the tools used to evaluate the region’s prospective target industries. That said,
targets can be selected when national trends indicate strong growth, even when competencies are
currently lacking at a regional level. As mentioned before, the development of critical knowledge
competencies will be identified in strategies in upcoming reports.
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NEXT STEPS

This report was designed to provide a snapshot of the region’s workforce condition. Our employer
survey provided insights into employer demand that have not been seen before and should guide the
prioritization of training and education for several years to come.

Future reports for the project will include an Inventory of Educational Infrastructure so that the
region can understand how well its programs align with the needs of its current and targeted
industries. The project will culminate in a Workforce Development Plan that will include strategies to
help the region create new programs and opportunities for workers, and to define the competencies
that will be required over the next 10 years.
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APPENDIX: EMPLOYER SURVEY SYNOPSIS

1. Facility / Office Location

Respondents' Facility/Office Location
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2. Total employment at your facility as of May, 2010 (FTE)

The average was 355 per employer responding to the survey.

3. Industry Type

Respondents' Industry
Retail/ Tourism/Hotels/Recreation
Other Manufacturing and..
Food Manufacturing and..
Metal Products/Machinery..
Education (school districts and.
Financial Services
Health Care/Hospitals
Building Construction
Plastics Manufacturing
Utilities/Power Generation and..
Public Relations/Advertising.
Software/Information Technologies
Research
Mining
Agricultural Products Processing.
Residential Care/Nursing Homes

Transportation/Distribution/Logs..

2%
2%
2%
2%
2%
2%
2%
2%

4%

20%
17%

11%

9%

%

6%
6%
6%

0%

5%

10% 15% 20% 25%
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4. Estimation of Staff Needs

Top Occupations in Demand, 2010-2015
Sorted by Most Net New Jobs

New % Attrition %
Occupation Area Jobs | Growth Jobs Attrition
Welders, Cutters 64 53 25 21
Assemblers 59 18 18 5
Construction/Mining Equipment Operators 40 10 40 10
Machine Mechanics 38 13 42 14
General Laborers 34 15 43 19
Electricians 30 15 40 20
Machine Operators 29 20 5
Managers 26 6 18
Licensed/Registered Nurses 19 4 38
Packers 18 22 6
Housekeeping/Janitorial 14 9 34 21
Office Clerks, Admin Support 12 6 15
Nursing Aides/Orderlies 12 3 12
Customer Service 11 14 15 20
Sales/Marketing 10 25 6 15
Physicians/Surgeons 9 9 8 9
Laboratory Technologists 6 6 10 10
Logistics/Inventory Control 6 17 2 6
Engineers 5 3 1 1
IT 4 12 1
Operations Support 3 4 5 6
Surgical Technologists 3 10 3 10
Allied Health Technician 3 10 3 10
EMTs 3 10 3 10
Inspectors, Quality Control 2 7 1 3
Diagnostic Technicians 2 10 2 10
Physical Therapists 2 25 2 20
Home Health Aides 2 10 2 10
Food Preparation 2 5 2 8
Pharmacists 1 7 2 14
Health/Safety Personnel 1 17 0 2
Medical, Biology scientists (PhD) 1 10 0 0
Supply Logistics 1 4 1 4
Physician Assistants 1 20 0 5
Medical Records/Information Clerks 1 2 1 2

57 employers responded, representing 10,000 jobs and about 500 net new jobs in these positions.
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5. What is your ANNUAL % turnover rate (retire, fire, quit, etc) for your entire workforce?

The average for all respondents is 12%. The breakdown by industry is:

What is your ANNUAL % turnover rate
(retire, fire, quit, etc) for your entire
workforce?

Building Construction 20%

Health Care/Hospitals 18%
Retail/ Tourism/Hotels/Recreation 17%
Residential Care/Nursing Homes 17%
Food Manufacturing and.. 17%
Metal Products/Machinery.. 16%
Transportation/Distribution/Logs.. 15%
Mining 12%
Research
Agricultural Products Processing..
Other Manufacturing and..
Plastics Manufacturing
Education (school districts and..

Financial Services

0% 20% 40%
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6. Approximately what percentage of your entire workforce will retire in the next 5 years?

The average for all respondents is 8%. The breakdown by industry is:

Approximately what percentage of
your entire workforce will retire in the
next 5 years?
Mining 25%
Metal Products/Machinery..
Retail/ Tourism/Hotels/Recreation
Research
Building Construction
Health Care/Hospitals
Financial Services
Education (school districts and..
Transportation/Distribution/Logs..
Food Manufacturing and..
Agricultural Products Processing..

Other Manufacturing and..

Plastics Manufacturing

Residential Care/Nursing Homes

0% 10% 20%  30%
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7. In your best estimate, what is the average age of employees are your company?

The average is 41 years of age. The breakdown by industry is:

In your best estimate, what is the
average age of employees at your
company?

Residential Care/Nursing Homes 50

47
45

Mining

Research

Metal Products/Machinery.. 45

Financial Services 44

Education (school districts and. 44
Retail/ Tourism/Hotels/Recreation 42
40

Food Manufacturing and..

Other Manufacturing and.. 38
Health Care/Hospttals 38
Transportation/Distribution/Logs.. 35
Building Construction 35
Plastics Manufacturing 34
34

Agricultural Products Processing.

0 10 20 30 40 50 60
Average Age

8. How would you rate your company’s ability to fill job vacancies in the next 5 years?

Ability tofill jobs in the next 5 years

Crisis situation
in which some
More difficulty positions will
thanin years likely go
past unfilled
17% %

More ease
thanin years Same difficulty
past asin years
22% past
54%
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9. Please comment on your rating of your company’s ability to fill vacancies in the next 5 years

“We will be able to fill vacancies with qualified workers with more ease than in years past”:

Most respondents in this category note that they have plenty of qualified applicants applying
for positions, especially considering the increased number of people looking for work during
the recession. Many of the employers who believe they will fill vacancies with greater ease in
the next five years are hiring for positions that require minimal qualifications and training.

“We will be able to fill vacancies with qualified workers with same difficulty as in years past”:

The majority of respondents do not feel that filling vacancies will be more or less difficult in
the next five years, but this does not mean that they do not foresee challenges; many note
that there has been a lack of trained workers in specific professions in the past and that this
shortage will continue in the future. Nonetheless, two respondents highlighted the
importance of their relationships with Madisonville Community College in finding qualified
applicants.

Select responses:

“Currently there is a healthy pool of applicants for all fields except Nursing faculty and some
technical programs.”

“Lots of applicants but almost always require training after the hire”

“We have the most difficulty with filling entry level operator positions. It seems the
candidates' willingness to hold a job combined with the typically off-shift openings has been
the biggest problem.”

“There are always different challenges facing an employer hire for different positions. While
we have more tools more and more issues arise hiring or replacing current positions. Having

Madisonville Community College as one of those tools is a big help.”

“Hard to locate personnel to fill vacancies in our particular industry with any prior training or
knowledge, unless from another facility within our industry.”

“We will be able to fill vacancies with qualified workers with more difficulty than in years past”
Those respondents expecting difficulties in filling vacancies in the future described a lack of

qualified and well-trained workers in the region. Low regional salaries were cited as one
challenge in recruiting highly-trained workers, while on the opposite end, other employers
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noted that many applicants are uninterested in those low-wage, low-skill positions that are
available.

“We are facing a crisis situation in which some positions will likely go unfilled”
Only three respondents felt that they faced a crisis situation in hiring over the next five years,
and all of these were for highly specific industries: mining, information technology, and
welding.
Select Responses:
“Many mining positions require specialized training that individuals do not receive in many
other industrial job settings-- training must be tailored to meet mining’s needs. A crisis

situation exists in the fields of maintenance and supervisors.”

“We are mostly concerned with finding employees qualified to work in an e-commerce
environment with IT skills as well as business training.”
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10. How are job vacancies typically filled at your facility?

How are job vacancies filled at your facility?

m Framwithin the wark place
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11. Please comment on how you typically fill job vacancies are your facility.

The vast majority of respondents noted that they prefer hiring from within their organization, but for
those hiring from outside the company, the three most common methods for filing vacancies were:

a) job postings (primarily newspaper advertisements)

b) employee referrals, and
c) word of mouth & walk-ins.

12. What does your company do to ensure vacancies are filled with qualified people?

What does your company do to ensure vacancies are filled with qualified
people?
15 4 ™ Internship Program

= Apprenticeship
Program

= Active Recruiting on
School Campuses

= Work with Local
Workforce Developers

1- Highest 2 3 4- Lowest
Rank

»
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13. If other, please describe

A large number of respondents noted that they use other methods to ensure vacancies are filled with
qualified people. Most of these employers note that they do all their training internally after hiring. A
couple also explained that they conduct extensive national searches for qualified candidates.

14. When hiring, approximately what percentage of new employees come from the following

geographies?

When hiring, approximately what percentage of new
employees come from the following geographies?

0
80% 76%

60%

40%

20% 5%
0%

19%

The county in which my  The 9-county Pennyrile Area Outside the Pennyrile Area
business is located

15. Approximately what percentage of your current employees live in your county?

80% on average.
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16. What are your company’s top three workforce challenges?

What are your company's top three workforce
challenges? 0% 5% 10% 15%

20% 25% 30%

Workplace qualities (attendance,
punctuality, teamwork, attitude)

Technical skills
Skills of applicants
Industry knowledge
Wage expectation 8.6%
Basic skills (math, reading, etc) 8.6%
Credentials (degrees, certifications) 7.8%

Retention

Number of applicants

% of
respondents
indicating
selecting a
challenge

17. Explain

Most employer explanations follow the trend in the table above, describing a lack of motivation and
professionalism among workers as well difficulties in identifying qualified applicants.

Select responses:

“Since my employees are older it is difficult to introduce them to new technology and keep

them updated on industry trends.”

“Need high level skills not found in this region.”

“Very difficult to find local qualified applicants with the degree qualifications we need. Often
have a small applicant pool with a stretch to meet technical and professional qualifications.”

“Our challenges are different depending on the position being filled. For operators, the first
challenge is attendance, punctuality, teamwork and attitude. For exempt level employees,
the challenges are number of applicants, degrees, certifications and wage expectation.”
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18. To address these challenges, what organizations, resources, and publications do you turn to?
Respondents tended to turn to the PADD, local workforce development boards, Hopkinsville and

Madisonville Community Colleges, industry new publications, Kentucky Community and Technical
College System (KCTCS), and the Society for Human Resources Management (SHRM).

19. What one thing can educational leaders in the region do to address your workforce challenges?

Employers consistently expressed a desire for enhanced education in basic skills, such as math and
reading, at the secondary and post-secondary levels, noting poor preparedness of younger workers
in these areas. Along with calls for increased training for the future workforce, other employers
would like to see more programs for helping re-train and develop skills of older workers. Very
frequently, employers continued to describe low motivation of younger workers, expressing a desire
for increased education related to worker expectations, ethics, and application processes.

Select responses:

“Basic math and reading skills accountability through High school and College.”

“Offer training at times friendly to individuals working full time jobs.”

“Develop co-op programs where employers can utilize students and their knowledge to help

train in my case older employees and to also have them participate in work study or projects

that can benefit the organization and the student.”

“Educate the workforce on how to "go see" about jobs as opposed to make calls asking if

you're hiring and how much money you will make. Dressing professionally for any position

that they are applying.”

“Develop worker skills in writing, speaking and computers.”

“Train basic welding/general work habits”

“Offer a mandatory work skills course on the high school level.”

“Educate students on work ethics and expectations.”
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20. What one thing can public sector or workforce programs in the region do to address your

workforce challenges?
As with the previous question, most employers called for increased programs focused on teaching
basic skills and technical training. Few respondents offered specific proposals to advance these goals,
but those that did focused on increased funding for workforce development, creating a four-year
college, and designing programs focused on manufacturing skills.

Select responses:

“Focus on technical school education to enter the industrial workforce.”

“Assist us in funding our workforce development.”

“A shared training program could improve the all around service environment in the region.

There are some skilled managers in the area, but we are all in competition with each other,

and don't share our knowledge.”

“Be more aware of the issues we, as small business people face. Care about our needs.”

“More state level incentives so we can compete better for future growth”

“Design programs that will allow potential workers to become prepared for the
manufacturing workforce”

“Promote the area as a good place to live and work.”

“The area needs a four-year college such as the proposed Murray State campus.”
21. We are specifically interested in understanding the challenges you face after hiring new
workers. Please comment on any problems, time burdens on existing staff, or additional training
that you do for:
Trained workers, but with no experience (<1 years):

Most employers describe processes for training workers internally, generally on-the-job with

the help of more experienced workers. The greatest challenge in this category appears to be
finding enough time to train workers and overcoming poor work habits of younger workers.
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Workers with some experience (1-3 years):
Challenges at this level continue to be finding time for training of workers. Additionally, some
employers note challenges in retaining workers and keeping workers motivated; one
employer noting that “there is a culture of not trying hard here.”

Experienced workers (3 years of experience):
As with the other categories, employers consistently express difficulty continuing skill
development and training in specialized and technical areas. The most frequently discussed
challenge having to do with loss of productivity when taking workers away from regular job
tasks for training purposes.

22. What is the typical wage “premium” you offer for experienced hires, in percentage, above “no

experience”?
What is the typical wage “premium” you offer for
experienced hires, in percentage, above “no experience”?
40% 37%
30% - 23%
20% - 15%
9%
0% T T T
1-3years of 3-5years 5-10years 10years
experience
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23. What top 3 business factors would improve your ability to expand your business and
employment?

What top 3 business factors would improve your
ability to expand your business and employment?

0% 10% 20%

|dentifying new customers 19.2%

Improvements to the local business
climate/infrastructure
Skill development in our existing
workforce

16.2%
13.1%

Other 9.1%

Enhancing our production process / 9.1%
integrating new technologies ' % of

Expanding our market respondents
: - 9.1% .
research/sales/branding capabilities selecting a

Increasing our use of information factor
. 8.1%
technologies

Developing new products 7.1%
More facility space for expansion 6.1%

Availability of financing 3.0%

24. Please explain

Employer responses to this question covered a wide range of areas, but a frequently repeated theme
was the need to identify new customers and expand sales. Many employers felt that increased skills
in information technology and e-commerce were increasingly necessary for identifying these new
customers and tapping into new markets.

Select responses:

“The market for our product is predicted to increase dramatically in the next few years.
Development of new employees to replace our aging skilled employees is of utmost concern.”

“Our local area leaders are not tuned in to the needs of our community, and small business
expansion. | feel that we are taken for granted.”

“Depends on condition of railroad industry”

“Expand livestock and poultry industries in KY.”
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“Our business is very competitive and with small mfg. plants it gets harder each year to
compete with larger facilities.”

“We are in need of a comprehensive library system. High schools need to continue to expand
health care offerings.”

25. Our planning project aims to increase job opportunities and economic growth for the region.
For our final question, please share any thoughts you have on how to improve the region’s
competitiveness and economic development potential.

Following the trends of other responses, many employers describe a crucial need for increased
education in basic skills and technical areas, but some employers raised additional concerns, such as
developing road and rail infrastructure connections to external markets. Additionally, employers
frequently called for increased financial incentives to promote local businesses.

Select responses:

“Continued support of job development in our industry through grant funds for new
inexperienced employees and also for skills development of current employees. Maintenance
and supervisory positions are of critical importance.”

“Focus more on small business - and opportunities to identify those businesses that would be
more likely to succeed. In our area as well as many in the region - Tourism has a huge impact
but there seems to be no planning on that future. Our region contains the #1 Tourist
Attraction in the state and we continue to have to beg and borrow to make a case for
Tourism. We should try to a lure in attractions to our region that in time would provide jobs
and visitation which equals Economic Impact.”

“Our connection to central Kentucky is a joke. The roads throughout Kentucky make travel
difficult and somewhat dangerous. Driving here from Madisonville may not be as bad as
some years ago, but the road is bad. Getting here from Louisville is slow, and downright
confusing. There doesn't seem to be a strategic plan to the way we've laid out our
infrastructure in this region. It's easier for people to just go to Tennessee. We need to develop
retail because those are the jobs our people are qualified for right now. That's not what
anyone wants to hear, but it's the truth. We must find a way to capture the money that flows
through our region. A well rounded pursuit of all industry is our best strategy for this region.”

“We know that e-commerce will play a significant, if not the major role, in retail consumption.
The secondary education system does not have the knowledgeable teachers in place to
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prepare the future workforce along this career track. Higher education may have more
available, but few students pursue that track due to lack of expose and preparation. Retail
maintains a major role in our economy as well as GDP. As consumers will continue to
purchase more and more online, only retailers that excel with that capability will survive.”

“We need to do whatever it takes to bring in new local jobs! Waive local taxes, offer low
interest loans, condemn old buildings and give them away after cleaning them of lead
asbestos etc to new employers who will provide new jobs and revitalize downtown.”

“Agriculture is Kentucky's number one industry, but rarely mentioned in economic
development circles. Economic development tends to measure progress in terms of jobs
rather than dollars generated in the economy. Western Kentucky is a prime region for
agricultural development with relatively cheap land, moderate climate, and plenty of fresh
water. Need to look for industries to take agricultural raw products to the value added
consumer products. Need to develop an agricultural research and development campus to
foster start-up companies to bridge the gap between raw farm commodity and the consumer.
Agri-energy and biomass energy are excellent examples in recent years.”

“More focus on Developing Entrepreneurship”

WORKFORCE CONDITIONS ANALYSIS





