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Structure of Presentation

« West Virginia’s Labor Market and Small Business

« Small Business Survey Perspective
« US vs. Fifth District Labor Markets
e Goods vs. Services Producing

* Prospects for the Near-Term Outlook
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West Virginia’s Labor Market and Small Business

 How has the labor market performed over the business
cycle?

* What manufacturing industries are dominated by small
businesses”?

 How have small businesses in general performed?
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Selected Industry Performance: Pre-Recession

Manufacturing Industries

Small Business Share

with Above-Average (percent of Employment |Value Added VI\-\I:e;ag:r Degree of If:r::'(::::::ee
Share of Small Business establishments with Growth per Worker ch)rer Specialization (1997 to
. less than 20 workers |(1997 to 2007) (1997) (2007)

Establishments in 2007) (2007) 2007)
Sawmills & wood preservation Mod - Low - High +
Other wood product mfg Mod + Low - High +
Printing & related support activities High + Low + Med +
Petroleum & coal products mfg High + High + Med +
Rubber product mfg Ave + Ave + Med +
Cement & concrete product mfg Mod + High + Med 0]
Spring & wire product mfg Mod - Ave + Med +
Machine shops, screw, nut, & bolt mfg High o) Low + Med o)
Other fabricated metal product mfg Mod - Ave - Low -
House & inst furniture; kitchen cabinets High - Low - Low -
Medical equipment & supplies mfg High + High + Med +
Other miscellaneous mfg High - Ave - Low -
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Employment Growth by Establishment Size

Recessionary Periods (First Quarter to First Quarter)

United States West Virginia
Under 50 50-449 Over 500 Total Under 50 50-449 Over 500 Total

Total

1990-92 6.0% -3.5% -14.6% -2.3% 2.3% 3.0% -6.9% 1.2%

2001-03 1.3% -4.6% -9.1% -3.0% 0.4% -3.6% -7.1% -2.1%

2008-10 -5.2% -9.6% -9.9% -7.7% -3.2% -7.9% -1.2% -4.7%
Goods Producing

1990-92 -5.4% -7.7% -11.5% -8.1% -1.3% 2.4% -15.2% -5.5%

2001-03 -2.2% -10.8% -17.8% -9.6% -1.4% -9.0% -20.1% -10.2%

2008-09 -15.6% -20.9% -20.4% -18.8% -15.0% -16.3% -6.1% -13.6%
Services Producing

1990-92 9.1% -1.7% -16.1% -0.2% 5.3% 11.4% 4.3% 7.3%

2001-03 2.1% -2.5% -5.7% -1.0% 1.9% -1.2% 0.8% 0.6%

2008-10 -3.1% -6.3% -6.8% -4.9% -1.5% -5.1% 0.8% -2.5%

Source: Bureau of Labor Statistics/Federal Reserve Bank of Richmond
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Employment Growth by Establishment Size

Recessionary Periods (First Quarter to First Quarter)
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Employment Growth by Industry: Post-Recessio
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Employment Growth by Industry: Post-Recession
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Small Business Perspective on Labor Markets

* How optimistic are small businesses in the Fifth District?
« Are small businesses ready to hire?

* Are they facing wage pressures?

Q0
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Small Business Optimism Index

Composite Index: 1986 = 100
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Are Fifth District Small Businesses Ready to Hire?
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What is Holding Back Hiring in the Fifth District?

60 - Most Important Problem - Goods Producers
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Are Small Businesses Starting to Raise Wages?
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p————

Propsects for the Near-Term Outlook

 What concerns small businesses in the Fifth District?
* Is access to credit holding them back?

« Are small businesses ready to expand?
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40 - Single Most Important Problem Facing Owners
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Expected Credit Conditions in the Fifth District
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Expected Sales in the Fifth District
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Are Small Businesses Ready to Expand?
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Summing Up
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Summing Up

* West Virginia’s economy is recovering, but it is a long way
from the previous peak employment level.

« Small businesses were hard hit by the last recession, but
less so in West Virginia than the nation.

* Nonetheless, small businesses in the region lack optimism,;
their sales expectations are low.

* As a result, small businesses are reluctant to hire and
expand, despite signs of an improving economy.

e Conclusion: The pace of the region’s small business
recovery is likely to remain sub par.
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The views expressed here are those of the author, and do
not necessarily represent those of the Federal Reserve

Bank of Richmond or the Federal Reserve System.
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