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1. Introduction and Summary

     The first Establishment Survey of New York State
was conducted in April 2001.  A total of 1905
responses to 20,000 questionnaires were received.
The responses clearly indicate that all sectors
expected that the economy would not be as robust in
2001 as it was in 2000.

     Establishments were asked to give the direction of
actual change from 1999 to 2000 in seven measures
of their establishment's performance: employment,
wages and salaries, profits, sales, material and energy
costs, product prices, and bonuses; and then to give
their expected direction of changes in these measures
for 2000 to 2001.  The percent of establishments
indicating an increase minus the percent of
establishments indicating a decrease is used as a
measure of growth.  These growth measures for all of
the respondents are presented in table 3A.  The table
clearly shows that respondents expected less growth
in employment, wages and salaries, bonuses, and
sales in 2001 than in 2000.  They also expected their
product's price and material and energy costs to rise
more in 2001 than occurred in 2000.  Profit growth
was expected to remain about the same.

     About 26% of respondents indicated that their
production capacity was too small (table 3B) and
24% were planning new building in 2001 (table 3D).
Over half the respondents (53%) expected their
establishment to grow over the next 5 years (table
3C).  Thus, while there is evidence that
establishments were anticipating reductions in
employment and sales growth for 2001, there is also
evidence that they were anticipating a growing
economy over a somewhat longer period.

     More than half (56%) of the respondents indicated
difficulty in obtaining skilled labor, while about one-
quarter (24%) indicated difficulty in obtaining

unskilled labor.  Few (6%) indicated any difficulty in
obtaining supplies (table 3D)

     The overwhelming majority of the respondents
considered their establishments most affected by the
local economy (70%) -- one-quarter (26%) by the
national economy, and only 4% by the international
economy (table 3E).

     Respondents were asked to indicate the three most
important factors in their business decisions.  The
most frequent responses were labor costs (63.8%),
availability of skilled labor (41.1%), government
regulations (37.5%), state and local taxes (35.5%),
and energy costs (34.4%). See table 8.

2. Responses

     The responses are divided into 10 regions by
counties (see table 1) and into 8 industry types (see
table 2).  Firms are also classified by size and by for-
profit and not-for-profit.

     Response patterns are remarkably similar when
comparing profit and not-for-profit establishments,
different regions, and different establishment sizes.

     Some differences in profits and bonuses across
regions are evident from figures 1 and 2.  New York
City (region 1) and Western New York (region 9)
firms had bleaker profit expectations (table 6A).

FIGURE 1: PROFITS GROWTH BY REGION
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There are also some differences in the expected
changes in growth in bonuses across regions.  Most
regions were expecting declines in bonus growth.
However, regions 4 (Capital Region), 5 (Mohawk
Region) and 10 (Finger Lakes) were expecting larger
bonuses in 2001 than in 2000.

FIGURE 2: BONUS GROWTH BY REGION

     Table 5 compares firms' responses by size.  More
large firms (100 or more employees) were expecting
declines in bonuses than small firms.  Also the
percentage of large firms expecting to increase
employment (see figure 3), wages and salaries,
bonuses and sales was larger than the percentage of
medium size firms (50-99 employees), and these
percentages for medium size firms was larger than
for small firms  (1-49 employees). Large firms also
indicated a greater expectation for current and future
expansion than medium and small size firms.

FIGURE 3: EMPLOYMENT GROWTH BY
FIRM SIZE

     Comparing respondents across industry types, the
pattern was similar for capacity and expansion:
roughly a quarter of the firms reported that
production capacity was too small and about 50%
planned expansion within the next five years.  More
type 1 industry firms (agriculture, etc.) were
expecting decreases in employment than were
expecting increases (figure 4).  However, firms in
this industry were expecting a dramatic improvement
in profits and sales, and increases in prices.  This is
most likely due to the utility component.  More type
5 industries (transportation and warehousing) were

expecting declines in profits than were expecting
increases (figure 5).  However, transportation and
warehousing (industry 5) was the only industry where
the difference between the percent increase and
percent decrease in employment was larger for 2001
than for 2000; and agriculture, mining and utilities
(industry 1) was the only industry expecting a decline
in employment (figure 4).

FIGURE 4: EMPLOYMENT GROWTH BY
INDUSTRY

     An interesting anomaly is that, while a large
percentage of respondents (one-quarter) were
planning new building in 2001, construction firms
(industry 2) were expecting definite decreases in
employment, profits and sales growth in 2001 (see
figures 5 and 6).

FIGURE 5: PROFITS GROWTH BY INDUSTRY

FIGURE 6: SALES GROWTH BY INDUSTRY

     However the construction industry (2) indicated
the most problems obtaining skilled labor
(information, finance, insurance and real estate,
industry 6, the least).
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      Transportation and warehousing (industry 5) and
manufacturing (industry 3) expected  declines in
bonuses in 2001 (figure 7).

FIGURE 7: BONUS GROWTH BY INDUSTRY

     Almost half (44%) of transportation and
warehousing establishments (industry 5) were
planning new building in 2001 (see figure 8).

FIGURE 8: NEW BUILDING BY INDUSTRY

     The difference between percent increase and
percent decrease in employment for manufacturing
(industry 3) firms was 20 points less for 2001 than
for 2000.  Also, more manufacturing firms were
expecting a decrease in bonuses than were expecting
an increase (figure 7).

     Otherwise the patterns for individual industries
mirrored the overall summary in Table 3.

     Factors affecting business decisions are
summarized in table 8.  Availability of unskilled
labor and government regulations are more important
the larger the firm.  Respondents from the Hudson
Valley (region 3) cited the availability of skilled
labor the most often.  Availability of skilled labor
was most frequently listed by construction (industry
2), and energy costs and government regulations by
agriculture, mining, fishing and utilities (industry 1).

3. Conclusion

     The information from this first survey appears to
be consistent with other information on the state of
the economy at the time of the survey -- and with the
recent dating of a recession beginning in March 2001.
It clearly indicates an expectation of a slowing
economy.

     The most robust sector of the economy appears to
be transportation and warehousing with expected
increased growth in sales and employment, and with
substantial new building.  However, this industry also
expected declines in profits and bonuses.

      Manufacturing, on the other hand, expects no
growth in employment in 2001, with modest declines
in the growth in wages and salaries and sales, stable
growth in profits, and declining bonuses.

     This information is potentially useful for both
business and public planners.  Certainly the apparent
shortage of skilled labor in New York State is a
concern of many businesses and should be addressed
by public policy to promote economic development
within the state.

     Responses indicate product prices growing more
rapidly in 2001 than in 2000, in the face of a
weakening economy.  It will be interesting to see
how successful firms are in doing so.

     Plans are to repeat this survey twice yearly.  After
a history of responses is established and compared to
actual economic conditions, the usefulness of the
Establishment Survey as a forecasting tool and
barometer of the economy can be fully assessed.

NEW BUILDING IN 2001
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