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CHAPTER 13-

EDUCATION AND VRAINING

Thz Importance to the Local Economy

It has been said that the '"'industry of knowledge" is the
most rapidly growing industry, creating the largest aggregates
of employment opportunities, in the entire national economy. This
category is composed of a broad range of activities and services;
including all levels of education as well as printing and publish-
ing, storage and retrieval of data and information, communications,
and many other related activities. Viewed from the standpoint of
employment creating activity, the potential of education for the
Johnstown economy is considerable. This is especially true if
one takes Fnto account the multiplier effects, such as trade

and service, which are associated with educational activity.

Consideration needs also to be given to the fact that
education is not merely another facet of social services. On

the contrary, education represents an investment in human capital,
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the yields and returns of which often exceed those obtained from
investment in new plant and equipment. Apart from considerations
of the needs for good citizenship in a democracy and the impor-
tance of creating social values from the appreciation of our cul-
tural heritage, education is the primary meané by which profes—
sional, technical and others' skills are developed for a highly
productive and efficient work force. In the case of the Johns-
town economy, it may well be that the single greatest economic
asset which the area has to offer to new industry is the capa-
bilities~—current and potential-—of its human resources. Be-
cause there is a long lead time involved in the development and
preparation of human resources before they become productive in
an advanced and sophisticated economy, it is necessary to recog-
nize that certain economic benefits cannot be realized without

a considerable time lapse.

Over and above the nomic considerations which dictate
greater emphasis upon education in the Greater Johnstown Area,
there is a responsibility to the youth of the area which calls
for improvement and expansion of educational activities, if for
no other reason than their own economic well being. With today's
rapidly changing technology, education and training are no longer
simply requisites for a satisfactory income; they are prerequis-—
ites for any earned income at all. In 1962 +' - = ~au of
Labor Statistics surveyed 9.6 million workers eighteen years old
and over who had been employed for a minimum of five weeks in
1961. 'Only a third of the unemployed, compared with over half
the civilian labor force, were high school graduates."1 “"More-—
over—-—the median income of the long-term unemployed was only
about $1,400. . . 2

1. Roberxt L. Stein, "Work History, Attitudes, and Income
of the Unemployed," in Men Without Work, Ed. Stanley Lebergott,
Prentice Hall, Inc. 1964, p. 131.

2. Ibid., p. 139.
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Current industry specifications indicate that the standard
liberal high school education is becoming less adequate in the job
market. Indeed a high school certificate is a prerequisite to en-—
ter employment. It mu;t be complemented by some sort of special-
ized training. For the youth of Johnstown if they are to attain
adequate standards of living in the future they will nced either:
(1) a high school education supplemented by vocational training,
or (2) a college education. It behooves the Johnstown area to
foster both the incentives and the institutions necessary to ach-
ieve this for its young population, and not simply to ensure adc--

quate incomes for them.

Johnstown's ability to educate its population is not the
equivalent of the resources available to provide an educated la-
bor force. Many of those educated and trained in the Labor Mar-
ket Area will migrate elsewhere, and much of Johnstown's labor
supply will be educated outside the Labor Market Area. It is not
realistic to view the two county area as an isolated and immobile
labor pool. Such facilities as Indiana University, the University
of Pittsburgh, and others are important to the higher education -
of the Johnstown populace. This section, however, is restricted
to an analysis of the educational facilities within the two-county
area. Such an analvsies cshould als t...c accr. .. the e._.cacional

attainment oi thhe populution of Johnstown.

Educational Status of the Johnstown Population

It is evident from Figure 9 that the educational lc ©1 of
the Johnstown area is quite low compared to that of the country
generally. In 1960, better than half of the l.abor Market £.ea's
population over 24 years old had absolutely no high schoal 2oduca-
tion. The averagce for the country was less than one—thir.. The
wedian level of education for the area for both males an¢ Zemales

vas well below that for the nation (sece Appendix Table B-!1), and

5
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only about 4 percent were college graduates. Between the two coun-
ties, Cambria has a slightly better educated population. This ecd-
ucational status of the Johmstown population reflects the failure
to retain high school graduates in the local area. It in no way
means that the local population prior to out-migration, consisted
of large numbers of high school dropouts. Neither does this sit--
uation reflect on the quality of the Johnstown school system. In
fact it supports the view that high school graduates must seck em—

ployment clsewherc.

The dimplications of this situation for the Johnstown econ-—
omy are clear. With the rapidly changing and more refined tech-
nologies, sophisticated markcting systems and increasing need for
long-range Planning, industrial needs are oriented toward an edu-
cated labor force, and will become more so in the future. If
Johnstown is to attract new industry it must be able to compete
with other arecas in terms of its labor force. It would seem from

more recent data that the area is.not able to do this.

Figure 10 shows that the proportion of students £from the
two counties in 1965 who went on to college was much less than it
was for the state. The indication is that far from the Johns-
town area ''catching up" in the degree of education of its popu-

lation it is in fact falling further behind in relative terms.

College is not the only educational institutional ar-
rangement available to the high school graduate. When looking
at other schooling for the high school graduate Cambria County
again is second to Somerset. 9.8 percent of Cambria's public
school graduates attend schools other than colleges compared to
13.5 percent for Somerset County. Of the Somerset County public
school graduates 5 percent attended vocational or technical
schools compared to only 3.8 percent for Cambria students. In
bo h of these cases Somerset County exceeded the state figure,
while Cambria County was below the state figures (see Appendix
Table B-22).

Q 17




FIGURE 0.
PERCENTAGE OF 1965 HIGH SCHOOL
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There is no reason to believe that because of out-migration
of high scﬁool graduates from the Johnstown area the post=high
school educational attainment of the popﬁlatioﬁ is felétively
low. When conéideration is given'té the low income implicatiomns
for post high school education it is not surprising that the
pursuit of college study is less likely than in more prosperous
areas. It is not clear why in both counties the propoirtion of
nonpublic school graduates attending college is greater than
that for the public schools. The experience of those graduating
from nonpublic schools in tvhis area is closer to the average for
the state than is the case for the public schools. One possible
reason for this is that the economic status of the two groups of
students differ with the advantage being on the side of the non-
public school student. No data is available to investigate this
possibility. Nor is it feasible to examine the motivation of the

students of the Johnstown area for attending college.

The Contribution of the Public School System

The quality of operation of the public schools in the
Johnstown area is of key importance for its future, since it is
the responsibility of these schools to educate the majority of
the youth and prepare them either for further schooling or en-
tering the labor market. As a first step in evaluating the pub-

lic school system the distribution of its expenditures is analyzed.

Table 12 indicates that in gencral the relative distribu-
tion of funds in the two~-county region conforms to that for the
United States as a whole. The two major discrepancies are: (1) .
Cambria and Somerset Counties have approximately 60 percent of
their expenses allotted to instruction, which is 5 percent over
the relative disburseﬁent for the nation, and (2) relative capi-
tal outlays are much less for Cambria County than for the nation
as a whole.

{3
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TADLE 12

DISTRIBUTION OF PUBLLIC SCHOOL EXPENDITURES FOR THE
UNITED STATES (1L966-67) AND CAMBRIA AND SOMERSET COUNTIES (1965-66)

(Percentages of Total Expenditurces)

CAMBRTA SOMERSE'TY UNITED STATLES
Administration 5.0 4,1 3.5
Instruction 60.3 59.9 55.1
Plant Operation 6.5 6.6 6.8
Plant Maintenance 2.8 2.0 2.5
Fixed Charges 4.8 4.7 6.3
Other Services 7.5 9.1 8.5
Capital Outlay 8.7 12.0 , 14.0
Interest 1.5 1.5 3.3

Source: Bureau of the Census, Statistical Abstract of the United
States, 1967.

Pennsylvania Denartment of Public Instruction, Statistical
Report of the Superintendent of Public Instruction (Stat-—
istical Serics No. 13), 1968.

30
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With regard to absolute total caxpenditures, expenditurc
per pupil is substantially less in both countics than it is dn
the state. The inference here is that not enough money is being
spent on public education in the arca. Money is not a surrogate
for quality to be surc, however, many argue that the morce moucy
spent on a child's education the better will be the quality of
that education. ‘Tthere is further evidence to indicate that the
quality of education may be lacking in the area, especcially in

Canbria County.

Despite the fact that a high percentage of total expendi-
ture goes for instruction in Cauwbria County the fact that the ab-
solute total is not large enough has certain consequences. The
relative proportion of funds allocatced for instruction which is
spent for teachews in Cambria County is slightly higher than for
the 'state (see Appendix Table B-23). Howcver, the pupil-teacher
ratio is higher by over 10 students per teacher for Cambria County
compared to the state (see Figure 11). Again, the inference with
respect to quality is for a poorer quality education in Cambrila .
County than for the state or Nation on the assumption that over-
crowding classrooms and less personalized instruction have dele-

terious effects on a child's education.

The reverse conclusion holds for Somerset County due to
a low pupil-teacher ratio. Also evident in Figure 8 is the fact
that it is the school districts in Cambria County outside the
city school district which suffer in this regard (with a pupil-
teacher ratio of approximately 40).

There is one aspect of the Johnstown school system which
tends to offset the advantage of the lower pupil-teacher ratio,
namely its physical plant. Capital outlay includes cost of:
new sitéﬁ%ﬁnd addition to sites, new buildings, addition to
buildings, remodeling buildings, and equipment and furniturea.

Not only does Cambria County have low expenditure per pupil,
but as shown the percentage of that expenditure on capital outlay
ERIC 11
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FIGURE 1.
TEACHER-PUPIL RATIOS, 1965066,
CAMBRIA AND SOMERSET COUNTILES,
PENNSYLVANIA, AND THE UNITED STATES
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is very small.  Cambria County spends very little on the physical
aspects of the cducation process. The same is true of Somerset
County, but to a lesser degree. This situation is especially
dire in the Jolmstown .School District. Ninety- iwo percent of the
educational structures were built prior to 1930, and there has
been only one new school built since 1960 (sece Appendix Tablc
B-24).

It is not within the purview of this report to evaluate

the quality of teachers. The survey, Schools for Greater Johns-—

tovn,  conductedin 1957 found that a relatively high proportion
of teachers were local people, thus providing an undesirable in-
sulation for the educational process in the city district, as well
as a high proportion of teachers with provisional teaching certi-
ficates. This situation does not seem to have improved: no
criteria have yet been established for the hiring of teachers, and

few teachers have been hired from outside the arca.

The situation regarding physical plant is not sanguine.
Joseph-Johns High School will be torn down, and as yet no arrange-—
ments have been made to absorb the approximately 900 studecnls who
will be displaced. On February 10, 1969 the Greater Johnstown
School Board accepted by a 5-3 vote a building program of around
$14 million. It is probable that this program will mecet opposi-
tion. But even if there is no opposition, $14 wmillion will not
prove a panacea. ILf one considers that the new Vocational-Tech-

nical School will cost over $10 million with a student capacity

3. Office of Field Services, School of Education, Univer-
sity of Pittsburgh, Schools for a CGreater Johnstown, 1957.

4. Much of the information in this and the following sec—
tion on vocational education has been obtained from various issues
of the Johnstown Tribune-Democrat newspapcer - nd Automation and
Technolopy, and How They are Changing the Johnstown Trading Area.
Pamphlet published by Johnstown Poster Advertising Cowmpany, 1968.

38




of 1,500 pupils, the clasticity of $14 million for construction
is scen to be limited. Nevertheless, the acceptance of the reso--
lution indicates that at ieast some of the relevant persons in
Johnstown are thinking in terms of lounger raﬁgé planning in edu-

cat’on. This is obviously what is necded.

Expanding Vocational-Technical Education

Vocational education today is of great importance, since
many old skills are rapidly becoming obsolete being replaced by
new skill needs. The importance of vocational training is paxr-—
ticularly acute in the Jolmstown area. As shown, relatively few
students go on to college, which nccessitates some kind of rech-
nical training for a great many of Johnstown's youth if they are
to receive decent employment. The need for vocational training
is strengthened if account is taken of the fact that Johnstown
must attract new industry if it is to retain viability as a
social-economic community. The skills that presently exist in
the area in many cases are not applicable to many types of pro-
duction. If Johnstown is to attract certain types of firms it
must be able to generate the skills required by these firms'

production techniques.

At preésent Cambria County has a relatively small voca-
tional program: of its secondary school enrollment only 4.6 per-—
cent are in a vocational curriculum. Taking account of all those
who apprentice themselves, there is left 62.7 percent of public
school graduates who are available to the labor market.5 Of thesec

only a very few have received any skills in school.

5. Computed from Pennsylvania Department of Public Instruc-—
tion, Statistical Report of the Superintendent (Statistical Series
No. 13), 1968, Home Economics enrollment excluded.

ERIC 14




Somerset students are relatively better of £ in this regand.
Although the nced for vocational training has not been overlooked
in the Johnstown area its potential is far from realized. A new
Vocational~Technical School is scheduled to open in the Fall of
1970 with a capacity of 1,500 pupils. There are seven school dis-
tricts to be scrved by the school: Conemaugh Township, Union,
Ferndale Area, Torest lills, Greater Johnstown, Riclt wmd Township,
Westmont Hilliop, and Windber area. Xt is interxesting that two
of these districts are in Somorset County. The Vocational-
Techpical School, thus sets a precedent for area cooperation. It
is this type of cooperation which would facilitate and enhance

future plans for improving the area's economic status.

The neced for a school of this sort is evident. In the
community college survey taken in 1966, 63 percent of employers
interviewed stated that "the proportion of their employces re-
quiring more than a regular high school training would increase

during the next ten years.'

Enrollment in the school will be about 20 percent of the
entire student population, however, a student interest survey
indicated that over 45 percen: of the students were interested
in the proposed course offerings. Evidence indicates that not
only do area employers need the services of the school, but the

students also are desirous of attending.

The courses to be offered by the new school are the fol-
lowing: (1) Vocational; auto mechanics, auto body, service sta-
tion mechanic, heavy machinery mechanic, cosmetology, printing and
general offset, commercial art, machinist, metal fabrication, weld-
ing, edvanced secretarial, advanced business and offic: practice,
electrician, health assistant, food scrvice and preparation, build--

ing maintenance, carpentry and mill work, heating, ventilating,

6. "Application for the approval of the educational pro-
gram for the Greater Johnstown Area Vocational-Technical School"
o (no date of issue given), p. 36.
= 2%
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and air conditioning, trowel tracks, distributive educaltion, and
floriculture and hoiticulture; (2) Techuicals stfuctural and ar-—-
chitectural design; drafting‘and machine design, civil technology,
production and quality control, tool and die technology, scienti-
fic data processing, computer programming, electronics technology,
instrumentation technology, metallurgical technology, chemical
technology, medical laboratory technician assistant, agricultural
technology. In addition there will be adult evening courscs as
well as adult daytime courses in power scwing and practical nurs-
ing. .

In establishing this curriculum the occupations considered
by Cambria County employers to require specialized training were
taken into comsider. ion. The school is not rigidly structured
to the present or even future needs of the extant employers in the
area. It is felt by some pcople who are very close to the project
that the curriculum is adaptable to the needs of prospective new
employers to the area. Such a degree of flexibility is not only
desirable but may in fact be necessary to the attraction of new
industry to the area. ¥For the most part, industry views vocational
schools as an asset to an area. One survey conducted in Massa—
chusetts found that approximately 70 percent of industry repre-
sentatives when asked to judge vocational education in terms of
28 factors such as its relative cost—benefit ratio, the end

product, the value to the community, etc., responded favorably.

There are advantages of the vocational school other than
the attraction of industry. In a study conducted in three Penn-—

sylvania cities, it was found that:

7. Jacob J. Kaufman, C. J. Schaefer (Rutgers University).
Occupational Education for Massachusetts. Research Report for
the Massachusctts Advisory Council on Education 295 pp. (1968).

1%




Vocational graduates thought that thoey woere
betterx prepared fox thelr jobs thar graduates of
the academic or general curviculurm, Vocationol
graduates expoeriences less unemploy=ment, had rore
rapid increases in earnings, and rc¢ eived, on the
average, higher monthly incomes. ) ven when tie
higher costs of vocationuzl trainin: are enterc.
into the equation, wvocational education still
yielded a highen return. 8

The evidence indicates that the vocational school will
benefit both employers and employees in the Johnstown arew. There
are sowe who arguc, however, that these benefits are not th: only
possible bencfits, and further that traditional vocational =du-
cation ignores certain students. The basic argument is tha:t the
framework of vocational education be made more general to i ~in
individuals, not in a specialized skill, but in a general compe-
tency which will permit the student to choose his skill, and to
adapt to changing skills. A curriculum of broad vocational offer-—
ings would perﬁit the student more options, and a more general
education. '"These new programs should be aimed at the large pro-
portion of students who see little of personal relevance in either
the traditional vocational curriculum or the academic curriculum'.”9
By making the curriculum more general and more relevant, it would
become more attractive to those with little or no special interests

or taleant in vocational or academic training: i.e., the "dropout."10

The new vorational-technical school plenned for the Johns-~

town area will definitely benefit the area; however, the possibil-

ity exists that because c¢f its structuring, it will not realize

all of its potential benefits to the community.

8. Jacob J. Kaufman and Morgan V. Lewis, The Potential of
Vocational Education: Obscrvations and Ceciclusions. Based on a
Study of Three Selected Cities in Pennsylvania, The Institute for
Research on Human Resocurces, The Pennsylvania State University,
May 1968, p. 116.

9. Ibid., p. 133.

) . . . .
B T(j 10. For a more extensive treatment of this view see Ibid.

| B X 7
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The Greater Johnstown Arca Vocational-Tecbhbnical School
is not the only one of its type on the area horiron. Fiftcecen
of the twenty school districts in Somerset County have signed
articles of agrcement to establish and operate a similar school

in that county.

Another component of vocational training in the Johns-
town area which has important economic implications is nurse
training. Figure 12 indicates the high proportion of nurses
in the area. One of the major reasons for this is a good-sized
training program in the area. The Conemaugh Valley Memorial
Hospital and Mercy Hospital have student nurse training pro-
grams. At present the Memorial Hospital has approximately
150 student nurses. Mercy Hospital has 125 student nurses.as
well as 15 laboratory students. In addition the Greater Johns-
town School District operates a Practical.Nursclkaining Pro-
gram. Since it began operation in 1952 it has had over 700
graduates, The program has continually expanded and is ex-

pected to continue to do so in the future.

Also in the health field, the Pemnsylvania Department
of Health has been conducting training courses for ambulance

attendants at Memorial and Mercy Hospitals.

The ehtire future of vocational-technical training seems
rather bright for the Johnstown area. The Vocational-Technical
School should be able to provide skills for new industry and the
nursing programs seem sufficiently well developed to keep pace

with the growing need for health services.

Higher Education

There are threce academic institutions of higher learning
located within the two-county area comprising the Johnstown La-
bor Market: St. Francis, Mount Aloysius and the University of

Pittsburgh at Johnstown. Similar institutions are found in nearby

12
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arecas which may be copsidered as a part of the total educatiounal

complex for this section of the state.

St. Francis College has been a four--year liberal arts
college since 1920, It'offers both bachelor's and master's de-—
gree programs,. .In the Fall of 1967 its total enrollment was
around 1700 with a full~time faculty of 94 and a part—time fac-
ulty of 13.

Mount Aloysius is a two-year junior college located at
Cresson. In 1967 it had an enrollment of 540 students. The fac-

ulty in 1965 punbered 29 full-time instructors.

Of the three, the school with the most potential is the
J. mstown branch of the University of Pittsburgh. At present,
there is an en¥ollment of about 900 full-time students as well
as 500 part-time students. The faculty includes 70 full-time
faculty and 15 part—time faculty. The possibility for ekpan~
sion of the college is tremeﬁéous. The campus is located on a
tract of land which encompasses 456 acres. Present plans are
for expansion Of the curriculum to a four-year school and an
increase of the student body to 2,500 full-time students.  Ac-—
cording to PreSident Theodore W. Biddle, ''the Johnstowﬁ area
economy will gain pnearly $3,000,000 a year from the new college

expansiou."ll

Given.forwardflooking administration and leadership, the
present intende€d esPansion should only be the beginning for the
school, and the ancillary benefits to the Johnstown area. In the
future, there will be an ever—increasing demand for higher edu-
cation. If the college at Johnstown does not expand to meet this
neced, other ipstitutions will. But there is no reason why the

Johnstown college capnot expand. It has more than sufficient

11. Automatjion and Technology, p. 36.

20
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land in a very favorable, picturesque'location. Also, it has
state~relatéd,status which is highly‘desirable from the. aspect

of obtaining funds for expansion. .This institution and its future
possibilities afford the area its b:ighfest prospect for the fﬁ—
ture in terms of a part of a solid economic foundation; and the

area must firm up its economic base.

There is also the Cambria-Rowe Business College located in
Johnstown which conducts classes in accounting, typing, medical
stenography and secretarial training. Its enrollment averages
around 400.

Beginning in Septembe:i of 1967 The Pennsylwvania State Univ-
ersity began offering credit courses for teachers in the Johnstown

area. The courses are offered in five of the area high schools.




234

CHAPTER 14

-

GENERAL INDUSTRIAL AND BUSINESS CHARACTERISTICS

The kinds of human resources in the Johnstown area have
been examined, and now the kinds of industrial activity that take
place there arc to be examined. This chapter outlines the major
levels of industrial activity and relates them to industrial ac-

tivity in the Nation. In Chapters 15, 16, and 17 each level is
examined separately.

Three Levels of Activity

The foundation for Johnstown's industrial structure is
provided by the extractive industries——agriculture, forestry, and
mining. The second level consists of manufacturing and construc-
tion. The third level consists of noncommodity or service indus-
tries: auxiliary activities that relate to the sale and trans- - .
portation of goods and commodities, trade, finance, communications,
professional services, personal scrvices, and the like. These ac-

tivities are chiefly thz result of growth in the extractive, man-
ufacturing, and construction sectors.

The threce scctors behave quite differently during periods
of gencral economic expansion and contraction. Activities of the
“heavy industrics'--the producers of raw materials and semifinished

goods——fluctuate most widely with business cycle changes. Production

- .,
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of finished goods fluctuates somcwhat less widely; but output of
durable goods.(for which pﬁrchases can be postéoned in hard times
and acéelerated in good times) fluctuateé more than output of non-
durable goods (for which time of purchase cannot be so readily ad-
justed). More stable are such activities as wholesale and retail
trade. The interrelationships of the various sectors are complex,
as is the relationship of local to national fluctuations in business
activity. The basic imporcance of these fluctuations to the people
who live in a particular area lies in the fact that in the short
run (that is, within the course of a particular business cycle)

the employment of urban workers fluctuates Very closely with in~-
dustrial output, and the fluctuations of such output reflect fairly
accurately the ebb end flecw of prosperity for the basic producing

groups in thc area.

The Extractive Industries

These industries of the Johnstown Labor Market Area (Cam-
bria and Somerset Counties) produce, in addition to farm and for-
est products, mostly clay and bituminous coal. Much of the clay
is used for refractories. The deposits lie in Somerset County
and in the southern part of Cambfia County. Coal for both met-
allurgical and steam uses is produced from mines scattercd wide-
ly through the two counties. By any measure, tbtituminous coal
mining is far more important to the area's economy than clay min-
ing, and it is far more important in these counties than it is in
many other Pennsylvania counties. A large supply of good metal-
lurgical coal is the principal reason why the steel industry was

attracted to Johnstown. Not as much coal is mined now as was

1. A. H. Hansen, Business Cycles and National Income,
W. V. Norton & Company, Inc. (New York, 1951), pp. 21, 22.
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mined years ago; nevertheless, in 1966 the value of coal produc—-
tion amounted fo about $65 million. In that same yeaf the extrac-—
tive industries contributed ncarly 9 percent of the arca's personal
income, of which more than 7 percent came from miningAand 1.5 per-
cent from farming. This arca is 8 times as dependent on mining as
a source of earnings as is the Nation, but less than half as

dependent on farming.

The Manufacturing and Construction Industries

.

These dindustries account for far more output than do the
extractive industries. Again, complete figures are not available,
but in 1966 the value of production and related activities for the
manufacturing industries amounted to some $616.7 willion. Much of
this rcpresented production of semifinished goods and durable fin-
ished goods. These were mainly clay and concréte products; iron
and steel; fabricated structural metals; wire products; railroad
cars, wheels, and axles; truck bodies; machinery; and instruments.
The principal nondurablc goods produced in the area were food, ap-—-
parel, and footwear. The area is one-third mo.e dependent on man-
ufacturing than is the Nation as a source of earnings, and the
manufacturing sector is dominated by one iundustry-—-basic steel.

It is no exaggeration to say that without the steel industry Johns-—

town would not exist as an industrial center.

In 1966 more than half of the 302 manufacturing establish-
ments were located in Cambria County, and 73 of them were in the
City of Johnstown. The Cambria County establishments provided
nearly 85 percent of the employment in manufacturing {findustries.
Somerset County manufacturing firms were concentrated in Windber
(which is adjacent to the City of Johnstown) and in Somerset.
Except for a few manufacturers of apparcl and a maker of camping

equipment, they weve small firms,

Some 15 percent of personal income came from this second-

ary sector in 1966, ncarly 32 percent of it from manufacturing,

24
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The Noncommodity Sector

This sector, or third level, of the Johnstown area cannot,
of course, be measured by value of production; and, indeed, the
picture of this part of the econony must be pieced together from
moré-fragmentary information than is available for the primary
and secondary sectors. In 1966 the noncommodity group contributed
about 37.5 percent of the area's total personal income, distributed
approximately as follows: wholesale and retail trade, 1l.4 per-
cent; government, 9.3; service trades, 9.1; transportation, com—
munications, and utilities, 5.6; and finance, insurance, and real
estate, 2.0 pexcent. This arza is less dependent than the Nation
on trade, services, or the finance, insurance, and real estate

industries.

How Johnstown Indusiries React to Shifts in Economic Conditions

Johnstown's local economy is export-based--that is, it pro-
duces much more than it can consume locally. It is therefore closecly
linked to national economic conditions, as is clearly shown by the

behavior of local employmcnt during the two most recent recessions.

April 1958 marked the end of the 1957-58 national recession.

The effect of this recession on the Johnstown area was to drop the
seasonally adjusted index of total employment for this area from
108 in the first half of 1957, just before the downturn, to 95 in
the fourth quarter of 1958, when the decline in Johnstown finally
stoppcd some months after national economic activity had turned
up.2 During this recession period there were only small changes

in the size of Johnstown's labor force. Thus in 1958 Johnstown

had been quite hard-hit by the recession, was slowly starting to

recover, and was burdened with a large amount of unemployment.

2. Unpublished seasonally adjusted indexes (1957-59 = 100)
prepared by the Center for Research of the College of Business Ad-
ministration, The Pennsylvania State University.
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The recession of 1960-61 was a mild one, and by 1962 the
national econ&n& was well along in a period of economic expansion.
Not so Johnstown: Shortly after that recession ended, the index
of total employment for Johnstown stood at only 87, lower than it
had been in 1958; and after a rally of a few months it fell back
to 88 in the Fall of 1962. This seccond drop was no doubt associa-
ted with the inventory adjustment in steel that occurred in 1962.
Another suecn adjustment occurred in 1963, and not until the thirxd
quarter of 1964 did the employment index manage to struggle back
up as far as the low point it had reached aftexr the 1957-58 re-—
cession. The best that could be said about employment conditions
during that period was that the population exodus that occurred
between 1959 and 1963 reduced the number of people unemployed in
the area, although thosc that were unemployed st1ll represented

a high proportion of the remaining population.

By the end of 1968, after ncarly eight ycars of national
expansion, Johnstown's index of total employment stood at 100--
just where it had been, on the average, during the years 1957-59
(sece Figure 13). Moreover, during this long upswing, when the
national economy has expanded more than at any other time in his-
tory, it has been the exception rather than the rule for Johnstown's

major manufacturing plants to average a production work week of

as much as 40 hours.

In the metals industries the week averaged as much or more
than 40 hours in only 17 of the past 84 months——and then only under
conditions of extreme pressure, as in basic steel ahead of union
contract negotiations. This would suggest that the steelmaking
facilities at Johnstown have been relatively expensive to operate
and have been hecavily used only at times when the industry was

pushing its capacity limits.

In the area's other leading manufacturing industtry, apparel
production, employment for #'1 practical purposes is part-time.

In only threc of the past 84 months has the week averaged as much

%
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FIGURE 13,

MONTHLY INDEXES OF TOTAL EMPLOYMENT
JOHNSTOWN LABOR MARKET AREA (SEASONALLY ADJUSTED,; 1957-53=100)

INDEX
1o . :

-~ ) g s e
1A o
%

1957 1958 1959 1860 1861 1962 1963 1964 1965 1966 1967 1968

SOURCE: CENTER FOR RESEARCH, COLLEGE OF BUSINESS ADMINISTRATION, THE PENNSYLVA-
NIA STATE UNIVERSITY.
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as 36 hours. In eight of those months it fell below 32 hours.
This may be.a convenience to the women who work in this industry,
but it also means that the workexs are not bringing homa very

large paychecks.

Furthermore, the nonmanufacturing industries in this area
do not behave cyclically quite as they do in other areas. It has
been noted that generally such industries counteract cyclical
swings; but in Johnstown some industries (notably coal mining
and railroad transportation) tend to reiunforce them because they

are linked so closely to the stecel industry.

As if this were not enough, some of the industries impor-
tant to the Johnstown areca have a very pronounced seasonal fluc-
tuation. Duriﬁg the course of a year, manufacturing cmployment
in Johnstown can be expected to cqual as much as 102.4 percent of
employment during an average month or as little as 97.4 percent,
depending upon the particular month. The spread is 5 percentage
points. In contrast, for manufacturing jin Pennsylvania as a
whole, the seasonal spread is only 2 percecntage points——from 99
to 101. So this part of the Johnstown economy is volatile in
terms of seasonality as well as cyclical shifts. The nonmanu-
facturing industries here are, however, less inclined to fluc-
tuate in employment according to the season than is this same

group of industries in the state. The spread is 3.5 percentage

. points for Johnstown as against 4.6 points for Pennsylvania

(see Figure 14).

The Grouth Record of Jolmstown Industries

The particular industrial. mix of the Johnstown area has
been found to be siuggish in employment growth. Between 1958
and 1966 the local industries provided less cmployment growth

than these same kinds of industrics did in some neighboring

v
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FIGURE (4.

COMPARISON OF TYPICAL EMPLOYMENT SEASONAL FLUCTUATION
PATTERNS, JOHNSTOWN LABOR MARKET AREA & PENNSYLVANIA
(SEASONAL FACTORS BY MONTH, WITH EACH MONTH SHOWN AS
A PERCENTAGE OF AN AVERAGE MONTH DURING THE YEAR.)
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areas. By their nature they were not fast—growing, compared to
some other kinds of industries; but even so the particular firms

in the Jolmstown area lacked vigor.

For the manufacturing industries, the experience with the

average work week confirms the employment experience.

As for the nonmanufacturing industries, evidence of growth,
prosperity, or lack of either is scanty. In 1963 Johnstown had
a relatively low per capita volume of retail sales: $979.71,
compared with neighboring Altoona's $1,221.34, Scranton's $1,186.70,
and higher figures at several other Pennsylvania areas of about
the same population size as Johnstown.4 (In fact the Altoona
areca is much smaller.) The question of whether Johnstown's per
capita figure is lower because the arca is less wealthy, or be-
cause is hasn't the location to draw outside shoppers, ox both,
can best be answered by referring to the section of this study
dealing with personal income, and by considering the geography

of the area.

Certainly the industries that have been entering the Johns—
town area in recent ycars——apparel and shoe manufacturing firms-—-
are traditionally low-~paid. It is likely that, confronted with a
tight labor market and rising wage rates in other metropolitan
locations, they have sought a compromise location that would give

them market access and lower labor costs.

Even so, average hourly earnings of factory production
workers have been rising——and they have risen faster in the lower-
paid nondurable goods industries than in the higher-paid durable

goods industries. In the past 7 vears they have risen 39 per-
cent in the former (from a low of $1.60 an hour to a high of $2.23)

3. R. W. Epps, "From Surplus to Shortage,' Business Re-
view, Federal Reserve Bank of Philadelphia, July 1967, p. 20.

4. Calculated from data in the U. S. Department of Commecrce,
Bureau of Census, 1963 Census of Business: Rectail Trade~—Pennsyl-

vania, Table 4; and 1960 Census of Population—-Pennsylvania: Gen-
eral Characteristics, Table 13. e
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and 18 percent in the 1atter'(from a low of $3.02 to a hiOh of
$3.56). > Part of the former increase must have resulted from a
stepping up in minimum wage standards;- nevetheless, there have
been enough higher-paid jobs to keep the averdge in Johnstown
above the minimum prescribed by the Federal Fair Labor Standards
Act both then and now. It may be that wage rates in other areas
are rising faster——at least for the present the traditionally

lfower—paid industries are continuing to enter the local area.

Johnstown's past and present industrial structure has
giverr it what has been termed a 'unique problem'" of economic
grovth~——~thst is, dits exceptional dependencg on the manufacture
of durable goods as a source of employment, with the cousequences
thereof that have been pointed out above. What was said of Pitts-
burgh, once the steelmaking capital of the Nation, is even more

true of Johns'own:

The Region has exhibited a marked failure to
extend its economic domain much beyond its basic
specializations. Metropolitan areas, like Pitts—
burgh, develop in part as a result of stromg nat-
ural advantages for particular forms of economic
activity but in the main because once they get go—
ing they provide a desirable haven for a wide as-—
sortment of industries. This process of diversi-
fication provides a broad foundation for gyrowth
and releases the area from its dependence on nat-—
ural advantages. In the Pittsburgh Region, the
first—-stage Impetus of natural édvantage was quite
powerful and propelled the Region into the front
ranks of metropolitan areas. But perhaps because
the first stage was so powerful, the second stage
——diversification—-—did not develop to its Full
strength. Now Pittsburgh needs the second stage
to maintain growth, but it seems lacking im vigor.

5. Pennsylvania Department of Labor & Industry, Bureau of
Employment Security, Johustown Labor Market Letter, monthly issues,
1962-1968.

6. Pittsburgh Regional Plamming Association, Economic
Study of the Pittsburgh Region: Region in Transiti.on (Pittsburgh:
Univer=’ vy of Pittsburgh Press, 1963), p. 421.
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The authors of this assessment point out that the basic
natural advantage industries have an 1nh1bit1ng effect on diver—
sification for the following reasons: (1) the klnds of labor re-
lations and labor supply that developed around basic industries
are not quite so favorable to diversification as they are else-
where; and (2) indirectly the very bigness of the dominant plants
has stunted the growth of independent suppliers of goods and ser-—
vices who cater to small establishments breaking into new indus-—
tries. In addition, pollution of air and water has surely been
a deterrent to broadening the industrial complex. This evalua-

tion is just as true for Johnstown as for Pittsburgh.

Johnstown- has an additional deterrent to growth that
Pittsburgh does not have. Just because Pittsburgh is a large
industrial area, it can support a wide varicty of such services
as custom tool and die shops, business consultants, freight for-—
warders, testing laboratories, and the like. This type of ad-
vantage Johnstown cannot hope to supply. Only as the transpor-
tation and communication links become more efficient and faster
between the small and the large area can Johnstown firms take

advantage of these services.

Changing Patterns in U. S. Economic Activity

The composition and charactexr of U. S. economic activity
have changed: Direct physical labor hsas been displaced by brain-
work; natural resources have diminished in importance as a loca-
tional factor; management has greater freedom to select locations
for firms on the basis of market contact, supplies of high-grade
labor, and a wide range of environmental factors. A '"massive
reorientation" of human and material resources has becen prescribed
to improve the economic health of Pittsburgh——a reorientation made

necessary by these changing conditions.7 The resources of the

Q 7. Pittsburg' Regional Planning Association, op. cit., p.

9.
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Johnstown arca, like those of Pittsburgh, need to be evaluated

against these changing patterns of national activity.

Evaluating Johnstown's Economic Perfoimance

In the discussion that follows, the major industry groups
in the Johnstown area will be examined in turn in the light cof the
general conditions that have been described above. The condition
and prospects of the bituminous coal mining industry and of those
industrieé that produce metals and metal products will be examined
in more detail than wili the other business activities of the area
because they are so basic to the Johnstown cconomy. An effort
will be made to determine how important the contribution of each
industry group is to Jolhnstown's economy now and how important
it can be expected to become in the yecars ahead. The focus will
be not on how important the industries are of themselves, but on

what they can do for the people who live in the Jchnstown area.

An effort will also be made to point out and evaluate
the potential of certain groups of industries that show promise
of providing jobs and raising the income level of the Johnstown
area in the future. There are in the community representatives
of manufacturing industries that have been growth pace—-setters
nationally in American industry during the past ten years, in-—
dustries for which there is no reason to think that growth will
stop.8 They include such firms as those that make surgical and
medical equipment and computer support equipment. There are also
in the community nonmanufacturing industries that should become
more important in the future than they have been in the past,

and that promise to contribute that greatly needed quality of

8. U. S. Departmeni: of Commerce, Business and Defense
Services Administration, Growth Pace Setters in American Industry,
1958-1968 (1968). :
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stability to Johnstown's cconomy. These industrics include medi--
cal and health scrvices. Finally, there is potential in the area
that has not yct been fully exploited-—notably the recreation po-
tential. The ruggéd terrain that in some respeocts 11;‘1:; becen a li-
ability in the past has become a valuable asscet in view of the .

metropolitan development that has occurred on cither side of it.

Estimates have been prepared of the job potential in the
Johnstown area for cach significant group of industries and are
mentfoned in the discussion of cach industry group. The cmploy-—
ment projections have becen made for the ycar 1975, but where ap-
propriate a longer look into the future has Lecen taken. A com-
plete description of the estimating procaedure may be found in the
appendix. DBriefly, the procedure makes use of national caploy-—
mant projcctions made by the Bureau of Labor Statistics of the
U. S§. Department of Labor, and it is assumed that a relationship
exists between Johnstown employment and national cmployment within
each particular industry category. Trend lines have been fitted
to the ratios of Johnstown labor market arca industry enploynent
to national industry employmzrt. Finally an effort has been made
to adjust the figures that resulted from these calculations by
reference to the condition and prospects of cach industry both

nationally and locally.

The procedure is, of course, based upon rather arbitrary
assumptions. Moreover, the reader should bear in uwind that the
data uscd for the projections differ in some important respacts
from other data used to describe the various industries in the
discussion that followsi. These discrepancices arce unavoeidable.
Various agencices gather various data for specific purposes of
their own, and they are not nocessarily concernced with compara-—
bility with other sources. For example, ihe Burcau of Labor
Statistics gathcrs dota on employees coverced by uncmployment

compensation laws. Another source used frequently in the fol-

lowing discussion is County Businecss Pat terns, whiech reports cwm-

n“llnyn:cnt of those covered by the 01d Age, Survivors', and

ERIC -
22
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Disability Insurance Program of the Foderal Government,  Thoe jus-
tificatiou for uvsing a wide variety of sources to desceribe a given
industry is that the pracLicc permits construction of a much bet-
ter pilcture of the dndustiy than would the usce of one source alenc,
However, the picturc and the cmployment projection must both be

regarded as approximations of actual conditions in the industry.

The basis of Jolmstown's futurce lics in the behavior of
its resident industry. The type of industry and its changing
technological requirements will dictate the types of skills re-
quirecd. The growth and type of industry will dictate the amount
of employment. The amount of employment will in large mcasuire
determine the size of the population, as alrcady discussed, as
well as the material wz2ll-being of that population. In other
words, the economic and social viability of Johnstown ‘¢pends

upon the future of its industrial structure.

Between 1967 and 1975 total cmployment in the two-county
area comprising the Johnstown Labor Market Area is expected to
increcase from 79,000 to well over 91,000, an increase of 15.7
percent. The bulk of this increasec is expccted to come from
outside the dominant manufacturing industries. The increasing
demand for services and governmental functions is expected to
provide over 3,000 new jobs or baiter than 25 percent of the
total increase in employment demand. The trade sector should
provide for 1,000 new jobs, or 1/6 of the total increase. If
these categories are combined with construction and transporta-
tion then it is seen that these industries account for over 2/3

of the expceted total increase in demand for worlkers.

In other words, a slight diminishing of the dominance of
tihe manufacturing sector in general, and metals in particular, is
expected in the future. In 1967 manufacturing accouated for over
32 percent of total employment in the area; this is expected to
decrease to 30 percent by 1975. This will be duc primarily to a
decline of the share of the metals induscry from 17.7 percent of

the total to 15.3 percent of the total.

3%
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CHAPRPTER 15

EXTRACTIVE INDUSTRIES: TRENDS AND OUTLOOK

Agriculture

Agricultural activities contributed more than $25 million
in cash receipts to Johinstown area farms in 1965, Of this amount,
nearly $650,000 was in Government payments, but the rest represented
receipts for crops and livestock. Agricultural activities contrib-
uted in 1968 an estimated monthly average of 2,800 jobs, mnot

counting those farmers who wcre self-employed.

Milk production is the largest agricultural activity by
far, although mcat and poultry products and ecgg production are
also important. Much of the agricultural activity is concentrated
in Somerset County. Here, too, is concentrated production of a
specialty of thc area, maple syrup. Although not nearly so
important a cash crop as the products previously mentioned,
the maple syrup industry is the basis for a midwinter festival
in Somersct County that stimulatc: related recreational business

activitics.

Employment in agriculture in the Johnstown areca has
declined only slightly since 1960, although nationally the employ-
ment trend in this industry has been steadily dounward for a long
time. It scems reasonable to expect further decline in cmployment
in this jndustry in the Johnstowm arvea in the ycars immediately

ahcad-—-cspecially since the drought conditions in Pennsylvania in

5
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recent ycars have hit dairy farms quite haid--and no more than

2,600 jobs are forescen for this industry by 1975.

The Bituminous Coal Industry

Production and Rescrves

Cambria County and Somerset County lic din the upper end
of the grecat Appalachian bituminous coal fields—-the area that
enabled Pemnsylvania to contribute more than a quarter of all
U. S. production betwecen 1759 and 1966; and these two counties
themseises have supplied perhaps 5 percent of the U. S. total.1
Neither county produces as much coal as it did ycars ago. Soft
coal lost markets to competing fuels; and industrial development
elsewhere in the Nation encouraged the development of mines in
other states. There are other reasons for reduced coal output;
nevertheless the Jcelmstrwn labor market area is still jwportant
as a coal-producing area. In Cambria County, usually 5 million
tons a yerr oy more arc mined. Somerset's ammual production is
less, but tne county depends heavily on coal wages and salarics

as & contribution to total payroll.

Somerset County has still in place perhaps 80 percent of
its original resexrves, and Cambria County more than 60 percent.
At a rccovery rate of 50 percent, this means more than 4 billion

. . . 3 )
tons are reccoverahle—-—-1.7 in Cambria and 2.6 in Somcrsct. 1t

1. U. S. Department of the Interior, Burcau of Minces,
Minecrs:s Yearbook, Vol. II, Fuecls. 1960 cd., Coal-Bituminous and

Lignite, Table 11; 1966 ed., do., Table 9.

2. J. J. Schanz, Jr., and G. H. K. Schenck, "fThe Place of
Coal in Contemporary Pemnsylvania, "Earth and Mineral Sciecnces,™
Vol. 38, No. 1, Oct. 1968, pp. 2,3.

3. J. J. Schanz, Jr., Historical Statistics of Pennsylvania's

Mincral Indvcirics, 1956-1960, College of Mincral Industrics, The
Pennsylvania State University (1963), Table 14.
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is good coal, too. A scawmpling of reserves made about 15 years
ago indicates that in both countLics the remaining deposits are
high in heat value, dry, and low in sulfur content. Cambria
County's is also low in ash content (under 6 percent); but much

of Somerset's is higher.4

Mines and Mining Methods

Somers.et County now gets about two—-thirds of its output
from strip mining——a highly productive methods which, with auger
mining, is growing in importance nationally. In 1966 stripping
accounted for 2,746,663 ret t<ns of Somerset's total production
of 4,128,705 net tons. Cambriz County's mines are predominantly
underground (as are the mines of southwestern Pennsylvania and
West Virginia generally). 1In 1965, Cambria's production from .
underground mines was 7,083,489 net tons out of a total of
8,109,692 net tons.5 Table 13 shows the heavy dependence of these

areas on underground mines.

The mines have been extensively mechnaized for some years.
The five-step ''conventional" technique and the continuous mining
machine have been used mostly; but the longwall mining machine is
being used increasingly now. This machine planes a working face
several hundred feet long, drops loosened coal onto a conveyor,
and supports the roof with self-advancing jacks. Stripping is,

of course, a highly mechanized operation.

4. G. F. Deasy and P. R. Griess, Atlas of Pennsylvania
Coal and Coal Mining, Part I, Bituminous Coal., Colle;e of Mineral
Industries, The Penncsylvania State University (1959). See
especially pp. 8,9; 15-22; 38, 39 for characteristics of the coal
and the formations in Cambria and Somerset Counties. e

5. Minerals Yearbook, Vol. II, Fuels. 1966 ed. Coal-
Bituminous and Lignite, Tables 26,34, 53.

6. Minerals Yearbook, Vol. III, Area Reports. 1960 ed.,
pPp- 849, 871. For a general description of types of mines and
mining methods, see: National Coal Association, Bituminous
Y al Facts, 1966, section on production.

. 38
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TABLE 13

PERCENTAGES OF BITUMINOUS COAL OUTPUT
BY TYPLE OF MINE: JOHNSTOWN
AND SELECTED OTHER AREAS
1960 AND 1966

Percz=ntages of Total Production in the Area

7ﬁndéféround ___Strip Auger

Area 1960 1966 1960 1966 1960 1966
United States 68.6 63.4 29.5 33.7 1.9 2.9
Ohio 27.1  30.2 70.3  65.8 2.6 4.0
West Virginia 91.8 88.5 5.7 8.2 2.5 3.3
Pennsylvania 67.4 68.6 31.9 30.5 0.7 0.9

Cambria Co. 92.4 87.3 7.5 11.9 0.1¢ 0.8

Somerset Co. 43.8 32.6 56.1 67.4 0.1° W

Total production = 100.0 percent
or each area in each year.

W

Withheld to avoid disclosure of confidential data.
e = estimated.

Source: U. S. Department of the Interior, Bureau of Mines, Minerals
Yearbook, Vol. IIL, Fuels, 1960 ed., Coal, Bituminocus and
Lignite, Table 15. 1966 ed., Coal Bituminous and Lignite,
Table 26, 34,53. Percentaged calculated.

33
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Competitive Position

The type of mining practiced is very important in determin-
ing mine prices of coal. Where stripping is significant, coal is
relatively cheap because tonnages mined per man per day are large.
With deep mining, coal is expensive because ocutput pef man per
day is smaller.7 Table 14 shows the average value per ton, f.o.b.
mines, of coal produced in the Johnstown area and in certain other
areas for two years, 1960 and 1966. Mine value takes account of
three factors: B.T.U. content of the coal; expenses of mining

and processing; and profits of mining and processing.

TABLE 14

AVERAGE VALUEL PER 10N, F.0.B. MINES, OT
BITUMINOUS COAL PRODUCED IN THE JOHNSTOWN
AREA AND SELECTED OTHER AREAS, BY .TYPE OF OUTPUT

1960 AND 1966

"7 Underground minéa - Strip mine o ZIotal Output

Area output only, 1966 output only, 1966 1960 1966
United States® $5.05 $3.64 $4.69  $4.54
Ohio 4.39 3.54 3.85 3.79
West Virginia 5.18 3.83 5.02 5.04
Pennsylvania 5.91 3.72 5.29 5.22
Cambria County n.a. n.a. 6.07 5.80
Somerset County n.a. n.a. 4 .06 4,33

2 pata not available for 1960.

b Includes lignite.
n.a. = not available.

Source: U. S. Department of the Interior, Eureau of Mines,
Minerzls Yearbook, Vol. IX, Fuels. 1966 ed., Coal,
Bituminous and Lignite, Tables 53 and 64.

7. G. F. Deasy and P. R. Griess, Fuel Compectition in
Q Pennsylvania's Electric Generating Industry, Pennsylvania
ERJ(jDepartment of Internal Affairs, Topographic and Geologic Survey
mE Bulletin M 44 (1S61), p. 16. m
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Clearly Cambria County's average value is higher than that
of the other areas. It is even higher than the averages for under-
ground mines only, except for that of Pennsylvania. Although
comparisons of data for Somerset County are not quite so clear,
the figures suggest that strip mine production for that county is

not far out of line in value with averages for the other areas.

There Is some evidence that the entire southwestern
Pennsylvania coal-producing arca was in an unfavorable position
with respect to costs as recently as 1966. Mechanization may or
may not reduce 'mit costs. It may merely substitute nonlabor
for labor costs; and indeed a larger investment in mechnaical
equipment per ton has been advanced as one possible reason for
the lower productivity of mines in this whole area.8 Costs may
also reflect deplection of the best and most accessible reserves.
In general, seams less than four feet thick present a definite
cost handicap——and the reserves of the Johnstdwn area are mostly

between 2 and 4 feet thick.

There is also some evidence that in the past the Johnstown
area was at a disadvantage with respect to delivered costs.9 West
Virginia was able to invade the utilities market in Pennsylvania,
even including the coal producing territory of southwestern
Pennsylvania. The reasons: coal seams nearly twice as thick,
and a low rate for river transportation. These were enough to
overcome the disadvantage of greater distance from the market.
There were some who claimed also that West Virginia coal enjoyed

a more favorable rail-freight-rate structure than did Pennsylyania coal.

8. The Pittsburgh Regional Planning Association, op.
cit., p. 239.

9. Deasy and Griess, Fuel Competition, op. cit., pp. 13-30.
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All in all, it would appear that Pennsylvania's soft coal
producing area, including the Johnstown area, has not had the

most advantageous operat.ing conditions.

Mining Employment

It is haidly surprising therefore that, with these
conditions and a changing technology, coal mining has been a poor
source of cmployment for Johnstown arca residents for several
years. During the Korean conflict, average monthly mining employ-
ment for the year in coal aud other types of mining in the area
was more than 20,000 men and it accounted for more than Z0 percent
of total employment in the labor market area. A decline in mining
employment began in 1952, continued through the 1960-61 national
economic recession and through the 1962-63 dip that was associated
with a slump in steel demand, and did not level off until 1964.
Since that time the mines in the two counties have averaged
between 4,600 and 5,100 jobs per month per year. In 1968 they
accounted for 5.2 percent of estimated monthly average employment

for that year (see Figure 15).10

Moreover, the manpower requirements of coal mining have
changed. The types of workers needed to maintain increasingly
complex coal production equipment are in short supply rationally,
and whether or not the demand can be met will depend upon how soon
and how successfully sl.. 11s of present workers can be upgraded and

. . . . 11
new mechanics and electricians can be trained.

10. Pa. Departmcﬁt of Labor & Industry, Bureau of Employ-
ment Security, Total Civilian Work Force, Unemployment, and
Employment by Industry: Annual Average, 1950-1967 (4/68); Johnstown

Labor Market Letter, Jan.-Dec. 1968.

11. Minerals Yearbook, Vol. I-II, Metals, Minerals, and
Fuels. 1967 ed. Preprint: Coal-Bituminous and Lignite, p. 7.
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It is hardly surprising either to find that, given local
conditions, during the rccession year of 1960, Johnstown areca mines
worked fewer days, on the average, than did mines elsewhere. This

is shown in Table 15.

TABLE 15

AVERAGE NUMBER OF DAYS WORKED, 1960 AND 1966,
ALL BITUMINOUS COAL MINES, JOHNSTOWN AND
SELECTED OTHER AREAS

Arca 1960 1966

United States 191 219

Ohio 213 237

West Virginia 193 214

Pennsylvania 188 231

. Cambria County C 174 237
Somerset County 163 210

Source: U. S. Department of the Interior, Bureau

of Mines, Minerals Yearbook, Vol. II, Fuels.
1960 ed., Coal-Bituminous and Lignite, Table
57. 1966 ed., Tables 10 and 53.

The Market Outlook

Past markets for Pennsylvania soft coal have been maunufac—
turing industries (especially steel), railroads, and those electric
utilities that could be reached competitively. Some coal has gone
overseas, since American coal caun be produced at prices very
attractive abroad. However, the foreign market is subject as
much if not more to political policies as to economic advantage,
and domestic markets have changed and are changing. The most
important now is the market for steam coal--used to generate

electricity.
A
4a
Q
ERIC

IToxt Provided by ERI



257

The Pennsylvania coal fields--and Johnstown--lie in the
midst of the Nation's two regions that are most important for
energy putposes.12 The East Coast region has 39 percent of the
U. S. population and uses 32 percent of all energy consumed in
the Nation; the North Central region has 33 percent of the
population and uses 35 percent of the energy (see TFigure 16).
These are also the largest energy deficit areas, for they produce
no more than half off their present requirements.

Coal is more competitive with other energy sources in
these regions than it is nationally; but even here, two~thirds of

the present needs are being supplied by oil and gas.

By far the most rapidly expanding of all energy market
sectors is the utilities sector, and by 1980 this sector is
expected to nearly triple in the East Coast regibn and to more
than double in the North Cenfral region. Coal is expected to
supply moxe than half of the additional energy requirements in the
North Central region; but in the East Coast region nuclear energy
is expected to supply all but a very small portion of growth
requireménts. Here coal will do well to hold its precent utilities

market.

The industrial-commercial sector of the emnergy market is
expected to grow more slowly than the utilities market. The
expected increase in demand in the East Coast and North Central
regions is shown in Figure 16. The figure shows plainly that coal
is expected to account for very litile of this growth. A major
reason is that oil has characteristic and a flexibility that make
it the preferred raw material for producing chemical products—-a

large part of the industrial-comm2rcial market.

12. The ensuing description of the outloek for various
encrgy markets is based primarily on: J. G. Winger et al.,
Outlook for Energy in the United States, Energy Division, The
Chase Manhattan Bank, N. A., New York, October 1968, 60 pp.

Q 4155




FIGURE I6.

ENERGY MARKET GROWTH, 1965-1980,
CENTRAL ARND EASTERN UNITED STATES, BY ENERGY
SOURCE (INDUSTRIAL -COMMERCIAL MARKETS)
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Fupanaion of the use of nueleay cnergy is presently boeing,
hampered in sceveral ways.  Undeo present accounting standards,
“companics have to classify nuclcar fuel as a current assct, which
hinders securing long-—-term financing.lB Supplics of uraium
"yellowcake" are limited and it is mnow known how much morce can be
produccd or what it will cost. If nuclcar fucl is scarce,
utilitiecs will have to usec an alternate sourcc of encrgy, and
coal would be a logical choice.

Not much growth is expected in the market ror high-quality
metallurgical coal between now and 1980.14 This is the quality

uscd by the stecl industyy for coking purposcs.

The next 10 or 15 years should sce ncw markets opening up
for coal. An 2nprcciable amount of pipelinc gas and liquid fuel
sho 1d be v-de from coal by that timc.l5 By 1980 coal mincs may
bz centers . ndustrial complexes built on coal. Their product:s
may include jet fuel, diesel fuel, furnace oil. premium boilerx
fuel, acetylene for plastics and the plastic products thewmselves,
alumina recovercd from coa. refuse piles, brines for making
chlorine, and the chlorine products also. The complex would include
refineries, power gcenerating stations, chemical piants, aluminum
producers, and by-product processors. Additional products could

be made by combining coal products with timber resources.

These product dcvelopments are considered eminently suitable
for the Appalachian coal fields, and there seems to be little

reason, from the point of view of coal resources only, why Johnstcwn
should not share in them.

13. "utilities' Embracc of Nuclear Fucl Stallcd by Its
Classification as a Current Assct,' Wall Strect Journal, Nov. 12,
1968, p. 4.

14. Minerals Yearbook. 1967 ed., loc. cit., p. 2.

15. G. Fumich, Jr., "Coal's Futurc as an Industry,"
Appalachia, Vol. 1. No. 6, March 1968, p. ©
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Coal Industry Hevelopuwents Neasy Jdos v o

The new coal~clcanding plant built in Cambiia Councy by
Bethilcehoem Steel Corporxation demonstrates Johnstown's ability to
supply coal for mctallurgical use. This plant serves captive
mines of the Corporation and provide: coal for other Bethlchem
plants in the northeastorn states as well as for Bethlchem's
Johnstown p].aut.]'() Independent mines also produce some metal-

lurgical coal here.

The ercction of minc-mouth generating stations tbat usce
steam coal to produce clectricity is the development that is most
affecting this industry locally. One of Johnstown's major
cnployers, thce Pemmsylvania Electric Company, in 1959 inaugurated
a coal-by-wire program called ''Coaltricity,'-—an intensive adver-
tising program to explain how the usc of coal could be incrcased
by .sing electricity to heat, to cool, and to operatc machinery
and appliances., At the same time the Company built a mine-mouth
generating station at Shawville, in the Clearfield Couvnty strip
mine fields, that served the Company's "kiiowatt turnpike"
running from Eric to Asbury Park, New Jersey. This 230,000-volt
line was the only one of its size in the country at that time, but
Fenelece was also experimenting with much higher voltages, and was
participating in the building of a nuclear research rezctor at
Saxton. Also in 1959 Penelcc began a loung-range improvement
program that called for expenditures in the 1960-70 decade that
would top the $280 million spent in the 1950-60 decade.l7

Since that time, othcer mir._-mouth gencrating stations
have been built or are being built close to the Johnstown area.

There are the Keystone Electric Generating Station at Shelocta,

16. Bethlchem Steel Corporation, Cambria Ccal Cleaning
Plant, Booklet 2202-658.

17. Pennsylvania Business Survey, July 1900, p. 2.
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in Indiana Cownty, and its twin, the Concmaugh Stcecam Electric
Station at Now JFlorcnce, in Westmorcelaud County. Bolth avre bein::
built by a group of castern utilitics., The f£irse. unit of the
Keystone station began operation in 1967 and the sccond in 1968,
Penelece is operating the Keystone station although the company
is not an owuecr. The first unit of the Concmaugh Station is
expected to start operating in 1970 and the second in 1971,
Another station, the Homer City Electric Generating Station in
Indiana County, is being built by Penclcc and the New York State
Electric & Gas Corporation. It is expected to state partial
opecration in 1969. Ancther is plammed at Seward in Westmoreland

County.

ixtensive development ol minces ncar these stations has
taken place and is taking place. For example, the North American
Coal Corporation early i~ 1968 announced a multimillion dollarx
mine development program in conjunction with the Concemaugh and
Homex city projects. NACCO is committed to supplying up to 5
million tons a ycar to the Conemaugh projact and up to 1.8 million
tons to the Homer City projcct. The Rochester & Pittsburgh Coal
Co. is developing a large mine complex to supply both the Homer
City and the Keystone stations. There are some other developments

also.

In somec instances, economic factors demand that new coal-
fired electric utility plants be located at the load center or an
intermediate point rather than at the coal production site.
Johnstown mine operators have lately found it feasible to compete
in this past of the stearr coal market also. One of tane largest
conl ‘ompanies in the Nation, Cambria County's own Barnes & Tuckor
Co., is developing mines primarily to fill a 50-million-ton ordcor
placced in 1967 by the 'cnnsylvania Puower & Light Co. at Allentown
in eastern Pennsylvanis. One mine, the Lancashire No. 26, which
was begun in 1966 and ormally opened in Yebruary 1369, is c«pectead

to build up to prodi::tion of 4-5 million tons a y=ar. Two other
G, .
e 43

nes opencd by this corpany in 1967 rcached full production in



1966, Larnces & Tucker uscos the loneswall minding maclhiine in all
&3 O

. . 18
mincs and extended the system in 1908,

Jhe Outlook for Coal Mining LEmployment

The Barnes & Tucker mines are located within the customary
worker commuting arca of the Johnstown labor market. The minc-
mouth gecnerating stations lie outside of it. To what extent
Johnstown arca rcsidents can meet the employment necds for thesec
operations, or whethcr these developments mean "place prosperity'
instecad of "pcople prosperity' fcir the lccal economy remadi
be secen. Barnes & Tucker in 1968 employed about 840 mcn, anc

announced plans to hire 600 more in the next feow ycars.

However, no evidence of mining cmployiunent growth had
appeared by the end of 1968. Monthly average cmployment for that
year amounted to 4,600 pcrsons in all forms of mining. This was
the lowest average in nearly 30 years.l9 Total wages paid in all
parts of the mining industry remained stable between the first
quarter of 1960 and the first quarter of 1968, as a decline i
the amount paid in Cambria Ccuaty was offset by an increase in
Somersect County.20 The direct contribution made by the mining
industry to the cconomy of the Johnstoun labor market area

_-dﬁring the past few years has ivten fewer jobs and no greater
payroll, whatever the demand fo£ coal, clay, or other output, or

th+ expenditures and vevenues of the mining industry.

18. Industrial Review & Forecca:+, The Tribune-Democrat,
Johnstown, Pa., Jan. 26, 1968.

19. Pennsylvania Department . Labor ¢ Industry, Bureau
of Employment Sccurity, op. cit.

20. Perusylvania Department of Labor & Industry, Bureau
of Employment Sccurity, wnpublished quarterly payroll reporis,
first quarter of 1960 and 19068 for Cambria - =~ “-merset Co.v !~ .
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Nationally, the expcectation is that the demand for coal
will dincreasce, but not so rapidly as does output per manliour.
Since the Johnstown arca mines are alrecady heavily mechanized, it
is not likely that further tcechnological advances will displace
labor extensively in the future, although they can be cxpected to
have some effecct. DBy 1975 it is anticipated that localily some

4,800 workers will be cmployed in this industry.

Indirectly, however, the coal resources of thce Johnstown
arca may very well create a whole new industrial complex supporting
a wide range of jobs din the ycars 'eyond 1975. ILocal planners
nced to kcep alert to rescarch developments in the industry and
-0 take advantage of them in directing effour*s to attract ncw

industry.

ERIC
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CHAPYTER 16

MANUFACTURING INDUSTRIES: TRENDS AND OUTI.OOK

Steel and Mctal Products Tndustries

Metal Industries and the Local Economy

More than one-—fourth of all wages and salaries paid, as
well as nearly one-f{ifth of total personal income received in
the Johnstown labor market area,1 comes from the local companies
that producc metals, metal products, machirecry and transportation

equipment.2 In 1966, these groups also provided one-fifth of

1. These manufacturerers have classified for statistical
purposes by the U. S. Bureau of the Budget into the following
five industry groups: Primary metals (SIC code 33); fabricated
wetal products except ordnance, machinery, and transportation
equipment (SIC code 34); machinery, except electrical (S1C code
35); eiectrical machinery, equipment, and supplies (SIC code 36);
and trausportatinn equipment (£IC code 37). See: Executive
Office of the Fresident, Burcau of the Budget, Standard Industrial
Classification Manual, 1i257.

2. Estimates of wage and salary payments by the various
industry groups were made by multiplying by 4 the total payrol.
for ez2ch group reported for the first quarter of 1966 to the
Pennsylvania Burcau of Employment Sccurity. Total wage =nd salary
payments . nd personal income for the Johnstown area for 1966 were
reported in the “ollowing article: R. E. Graham, Jr., and E. J.
Coleman, 'Mctropolitan Arca Incomes. 1929-66,' Survey of Current
Business Ang. 1968, Table 2.

Q
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monthly average cmployment-—some 17,000 jobs out of 86,300.3
How these jobs woere distributed among the five groups is shown
in Table 16. Clearly two groups are the most jwportant to the
arca as supplicers of jobs—-the firms that produce primary metals

and thosc that produce transportation equipment.

TABLYE 106

DISTRTBUTLTLON OF M{VAL AND METAL PRODUCTS INDUSTRIES OF THE
JOILINS'TOWN ARLA BY NUMBLER OIF ESTABLISIHIENTS AND EMPLOYMENT, 19066

Indu:s  ry No. of es- No. of
_group tablishments employces
Primary metals 5 13,557

Fabricated metal products (except
ordnancec, machinery and transportation

equipment) 20 398
Machinery, except electrical 21 445
Electrical machinery, equipment and

supplies 8 128
Transportation equipment 7 2,607

Total 61 17,135

Source: Categories summed from data for Cambria and Somerset
counties in 1968 Industrial Directory of the Commonwealth
of Pennsylvania, 18th ed., Tennsylvania Departmcnt of
Inteiral Affairs (1968).

The metal industrics that in 1966 reported monthly
average employrent of 17,000 have fluctuated over the years since
1950 from an employment high of 21,000 in 1957 to a low of 12,800
in 1961 aund 1962. Tn 1960, the yecar that saw the onsct of the
last national rcce§sion, an average of 17,600 cumployces was

reported for them. By 1967 it had deelined about 7 percent,

-

) 3. Pennsylvania Department of Labor & Industry, Bureau
ERi(f Fiaoployment Security, Total Civilian Work Force, etc.
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to 16,300; and in 1968 the average dropped a little lower, to
16,100. .

From 1960 to 1968, estimated annual payroll declined about
6 percent, from $123.0 million to $116.0 million. However, employ-

ment and payrolls within the aggregates developed somewhat differently.

Following the 1961-62 lowv point in employwment, there was
a four-year period of rapid expansion in metal industry employment
in the Johnstown area. In fact, during that period monthly
average employment enlarged by about one-thir~” (4,200 employees)
and layoffs since 1966 have been comparatively - w. Morecver,
during the 19¢2-1966 period, the wage and salary payroll for the
group increased about one—fifth; and in 1967 it also increased
despite the slight dropping off of employment. During th..t same
period, other sectors of the Johnstown economy were expanding too.
The payroll for the metal industries therefore did not constitute

gquite so large a share of total payroll in 1966 as it had in 1962.

The contribution made to total payroll by each of the five
industry groups hes changed too. There have been extremely good
and consistent payroll gains for the machinery components, both
electrical and nonelectrical (SIC codes 35 and 36). As for pr'-
mary metals (SIC code 33) and transportation equipment (SIC code
37), both sho red shrinkage between 1960 and 1968, but both
expanded substantially between the low years (1961 and 1962) and
1968.

The metal industry groups that are most important as
suppliers of area jobs——primary metals and transportation equip-
ment——are both dominated overwhelmingly by one company: Bethlehem
Steel Corporation. Although che United Stat«s Steel Corporation
is also repr' _ented in J- '‘mstown, it provides far fewer jobs here.
In 1966, Betklehem Steel accouuted for 11,644 of the 13,557
employées reported to be emploved in primary metal produ ~ing firms
and for 2,121 of the 2,607 employees reported for transportation
‘Fquipment. Together, the steel plant and railroad car shops eof

Full Tt Provided by ERIC.

ERICiis one company accounted for 1§§7§5 employees, or 30 percent,
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of the 17,135 employces reported for the group. Another 10
percent, some 1,695 employeces, werc accounted for by the steel

foundry of the United States Steel Corporatiecn.

Of the remaining mctal industry coﬁpanies, only two had
more than 100 employeces each in 1966--the Glidden Company's Metals
Division, with 144; and the Penn Machine Company, with 146. Fewer than
half of the firms had as many as 15 employee¢s each.4 These smaller
firms as a whole support the larger operations to a considerable

extent, or are linked to metal producers as a souxce of supply.

In summary, it is evident that if the contribution that
the metal industries are making to Johnstown's employment and
income is not so large now as it once was, it is still dominant
in the .rea’'s economy. Of the five wetal industry groups con-
sidered here, primary metals is today by far the.most important;

and for Johnstown primary metals mean simply steel production.

It ic possible for a company's operations in a given area,
even if large, not to make much impact on the area's local economy
except for the taxes it pays. Obviously the steel companies get
a large share of their raw materials from outside the Johnstown
area, export their products, and distribute their profits else—
where. Nevertheless, it is clear from the figures given above
that the steel industry in general and the Bethlehem Steel Corp-
oration and United States Steel Corporation in particular are
making a very important direct contributidn to the employment and
percsonal income of the people who live in the Johnstown area. The
steel industry is also more important here today than it was a few

years back; and it is more important than some forecasters

-

4. The figurcs in this paragraph come from data reported
to the Pennsylvania Department of Internal Affai~s and published
in the Department's 1968 Industrial Directory of the Commonwealth
of Pennsylvania.
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expeciaed it to be as recently as 19064, Why this is so and what
can be expected in the years ahead can only be answered by examin-
ing the nature of the steel industry nationally and the relation-—

ship of Johnstown facilities to the industry as a whole.

Primary Steel

The Local Companies

Bethlehem Steecl Corporation. This is the second largest

steel company in this country. It has nearly 40 steel plants, fa-
bricating works and othur manufacturing units located in various

par’- of this country, as well as ore mines in three continents,

coal mines, limestone quarries, shortline vailroads, and a shipping
fleet. Xt contributes iwuch to the economy of Pennsylvania, with
headquarters and research laboratories at Bethlehem, steel plant:

and fabricating works in eight cities, mines and quarries near four
others, railroads in three, and sales offices in four. It owns the
very large, very old, and very famous iron mine at Cornwall, which

has been mined‘cbnpinuously for 230 years, and the equally large Grace -
mine at Morgantown, which has been mir 1 for little more than 10 years.
Bethlehem has been spending huge sums for capital improvements for

several years.

Yuring the 1950's, the emphasis in the impr.. "“ment program
was placced on building up sources for ore, limes*one, and coal
and for improving the quality of both low- and high-~grad. ore.
During the 1960's the company gave speciai attention to improving

the quality and adaptability of steel products and to using new

5. As. of March, 1964, it was predicted that primary metals
employment would be 8,100 in 1965 and 1970. See: Simonds and
Simonds, What Future Do Kids Have Around ‘'lere?, p. F-8. This fore-
cast was predicated o the assumption that the United States would
not be involved in s0r war during those years.

-3

A This description of Bethlehem Steel Corporation's policies
and facilit®.s is based on the Company's annual reports for 1961-1967.
Detail on the Pennsylvania iron mines may be found in A. W. Rose,
“"Metallic Mineral Resources of Pennsylvania,' Eaxth and Mineral Sci-
1ices, November 1968, p. 1l4.
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processes., nere was much modernization of old plant, eistablish-
ment of new central rescarch laboratories, and partial construction
of an cnormous and completely ncew plant to scrve the Chicago avea
markets (by and large, plants are located closer to markets than to

raw mat.erials).

Onc feature of Bethlchem's modernization program has been
rather extensive use of large-capacity basic oxygen furnaces; and
i1i 1966 this company made more tons of steel by the BOF methiod than
did any other American steel company. A controversy rages over
whether or not American steclmakers should have adopted this process
sooncr and more widely. Be that as it may, Bethlehem Steel installed
its first two large-capacity furnaces in 1962-64, has since added
four morc, and has announced plans for still others (although at

this writing nonec have been announced for Johnstown).

The BOF process has several advantages. The entire stecel-
making operation takes less than an hour, compared with 8 to 10
hours for a conventional open hearth furnace and 5 to 7 hours for
an open hearth in which supplemental oxygen is used. Moreover,
the BOF process lends itsclf to computer control--the proper quan-—
tities of raw materials to be charged can be calculated in a very
short time. A third advantage for plants where more steel is made
than can be consumed locally is the fact that the BOF uses less
scrap than an open hearth furnace. In such locations, steel pro-

ducers have to import scrap at relativcly high prices.

Scrap is shipped into the Johnstown plant, as are limestone,
ore, and a certain amount of coal. The ore comes from mines in
Pennsylvania, the Great Lakes, and foruign countrices. The coal
is shipped in for blending purposes, to preduce a superior grade
of metallurgical coke. It has alrecady been mentioned that
Bethlehem operates coal mines in the Johnstown area, recently
completed a new coal cleaning plant, and ships coal to its other
plants in the East. Bethlehem also operates a coking division

and a shortline railroad here.

Q fs;g
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The Johnstown Plant of Pethlchem $teel cousists of five
interrelated divisions: the Whecel, ¥ranklin, Gautier, Lower, and
Rod and Wirc.7 They spread out 1or 12 miles and require 100,000,000
gnllons of water a day for cooling and proccssing. There are a half--
dozen blast furnaces, more than a dozen open-hcarth furnaces,
blooming and slabbing mills; billet, plate, rod, wire, and bar
mills; and forging hammers. The mills are highly adaptable for

production of special-purpose products.

The products and spocialtics produced here arce used in
manufacturing, railroads, mining, and agriculturc. Manufacturcrs
use standard and special-section bars, wire, plates, and rolled-
and-forged circuloer products. TFor the railroad industry, the
plant turns out freight cars and parts, whecls, forged steel axles,
and track accessories. For coal and orec mines, light rails are
produced. TFor agricultural implements, the plant makes cut-and-
formed shapes. TForged and machined componenté for space "hardware"
are made in Johnstown, as are just about all the sled runners in
the country--some 2,400 miles of them a ycar. Coal chemicals are

supplied to makers of plastics, dyes, synthetic fibers, and drugs,

as by-products of ccke-making.

Many mill.icns of dollars have been spent to modernize the
Johnstown élant. Supplemental oxygen facilities were installed in
blast 2nd open-hearth furnaces in 1961, which greatly increased
their capacity. 1In 1963 two new merchant bar mills were put in
operation, replacing four older mills; and the remaining mills
have since been modernized. 1In 1967, the company's first produc-
tion-size continuous casting unit was authorized for the Johnstown
plant. It is under construction and scheduled for completion in
1969. The Rosedale By-products Coking Division has bcen modernized.

The coal cleaning plant was erected--which alonec cost $25 million.

7. Bethlehem Steel Corporation, Jjohnstown Plant, Booklet

2279-678. |
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These arce the latest developrnents in a 10-ycar modernization and
development program being carried on at Johnstown. Of cource,
basically it has been expansion of the demand for stecl, during
the prolonged risce of nalional ecconomic activity in receat years,
that has acecounted for most of the growth in wmcetal industry
employment that took place in Johnstown between 1962 and 19665 but
without wmodernization this plant could not have competed to the

extent that it has in the markets for stecel.

Unfted States Stecl Corporation. The Nation's largest

steel company runs far bcehind Bethlchem Stecl Corporation as a
contributor to Johnstown's eccnomy. U. S. Steel's Johnstown

Works at Moxham produccs steel castings and rolls for other U. S.
Steel opcrations. In 1960 i: reported 1,695 cmployees vere in its
foundry operations. In 1960 it hod employed 1,879 workers making
railroad equipment. A modernization program amounting to several
million dollars is now underway that should enable this plant to
enlarge its role as a parts and equipment supplier. A thrce-acre
tract adjacent to the present Works is being used to construct two
new buildings; an electric foundry building is being extended; and
new equipment is to be installed. The program is expected to be
completed in 1970, and may create some permanent jobs——the number

has not been announced at this writing.

Johnstown and Pittsburgh

Today Johnstown and Pittsburgh share a good many steel
production and marketing conditions and problems. One of the
latter is a reduction in the comparative advantage of their

locations.

Pittsburgh once was an ideal place to make steel. 1Its
location west of the Allegheny mountains on navigable rivers gave
ié access to midwestern and downriver markets and to an ample
water supply. Iron ore could be brought in by a short rail haul
from Lake Erie ports. This access to the west,. a very large

supply of water, and a shorter haul iggairon ore (not to mention
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bigger valleys in which to build sprawling riverside plants) were
more than enough to give Pittsburgh locational advantages Jolimstown
never had. To become the stecl capital of the Nation, however,
Pittsburgh nceded-~and had--something more. That something was
proximity to large quantities of the finest metallurgical coking
coal. The Connecllsville coal from Fayette County at onc time fed
steel furnaces all over the country; but Pittsburgh, being closest,
got it cheapest and that made all the diffcrcnce.8 If Pittsburgh
had a matchless advantage, Johnstown was close enough to good coal
and other steelmaking requiremeniis for the steel industry to

develop early and to thrive for a long timc here too.

Later, certain technical developments removed much of this
advantage and encouraged the iron and steel industry to expand
away from Pittsburgh and Johnstown in pursuit of new regional
markets. First, blast furnace design reduced coke requirements
and to that extent reduced depend:>nce on the Connellsville coal.
Then, open-hearth furnace desigr. increased the use of scrap,
which Fittsburgh and Johnstown stecl makers had to import at
comparatively high prices. At last, development of by-product coke
ovens instead of beechives ended forever the dependence on Connells-
ville coal by making.usable some less desirable coals. These
developments combined to reduce the Pittsburgh area's share of

total national steel output.9 A major new plant has not been

built in the Pittsburgh area since 1911, and most of the new capacity
added in recent decades has been placed in areas closer than Pitts—

burgh or Johnstown to the most rapidly growing markets.

8. The Pittsburgh Regional Planning Association, op. cit.,
PE. 262-264.

9. 1Ibid., pp. 273, 276.

1
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The Markets for Johnstown Stoel

By 1960, according to = recent study}o the whole Pittsburgh-
Wheeling--Johustown steel producing district, with 21.6 percent of
the Nation's total hot-rolled steel capacity, could tap enly about
7.2 percent of the national market for steel within the narrow
confines of its '"nauvaral market area" or area of freight advantage-—-
i.e., at points which can be reached at lecast as cheaply fiom

Pittsbargh or Wheeling or Johnstown as from any other steel

e, t

producing point, hus," the study points out, "even if mills in
this district were so fortunate as to have no outside competition
whatsoever in their area of freight advantage (whaich is far from
being the case), something like two-thirds of their outpﬁt would
have to be disposed of in territories where at least one rival
production center has a freight advantage. This is a far cry
from the situation in earlicr lays when Pittsubrgh was the closest
steel supply point, in terms of freight cost, to virtually the

whole interior market of the nation."

The same study analyzed rail freight rates on shipments
of steel sheet and bar in 1 effort to determine the competitive
position of Pittsburgh are. teel producers in the national market.
Rates were colilected from . :l centers having 90 percent of total
U. S. ingot capacity in 1¢ , to destinations accounting for more
than 95 percent of all cor mption of steel in manufacturing in
the Uaited States. Then : :scarchers estimated the amount of rail
freight absorption required of each producing center to enable it
to sell in each market. They cbncluded that shipment of steel
by truck probably would not greatly affect the pattern of relative
market access that emerged from analysis of the rail freight

rates.

10. Ibid., pp. 278-290.
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Johnstown's market access position proved to be rather
similar to that of its closest ncighbors: Pittsburgh, Youngstown,
and Wheeling-Weirton—-Steubenville, This posit:ion was less favorable
than that of such midwestern stecl centers as Chicago, Detroit,
Clceveland, and Middlctowi, but somewhat better than Baltimore ou
St, Louls. It also proved to be better than that of Bethlchem or

Morrisville excepl: for access to the New York steel market.

There were, howcver, no markets at all in which Johustown
has greatast access advantage (zero freight absorption), and in
this Jolmstown wes unique. FEven Pittsburgh producers could compete
in 5 percent of the national market without absorbing any freight
costs. Chicago, amoug the steel centers, could tap the largest
percentage of the market without freight absorption——-19 percent.
Johnstown producers could tap 65 percent of the national market by
absorbing up to $ .50 per hundred pounds, but it would take an
absorption of $2.20 per cwt, for Johnstown to gain access to the

entire national market.

Any of the northeastern centers was in better position
than the southwestern or far western centers with respect to
tapping any major fraction of the national market; but whether or
not this put them in a middling good position relative to their
chief competitors depended on how big was their share of total
productive capacity. Just to reach maunufacturing markets equal
to tha2ir maximum capacity, Johnstown steel producers would have
had to absorb a freight rate of $.10 per cwt. If they absorbed
as much as $.50 they could compete in markets requiring 40 times
their output, and highcer absorptions would give them correspond-—

ingly larger wmarkets.

As for the nonmanufacturing markets in which Johnstown is
likely to participate, the most important is the construction
industry. The demand for sctructural steel depends on rate of
growth of population and industry. Since the eastern part of
the country grows more slowly than the rest of the couniry, this

would not suggest a rapidly expandiig:yarket for the northeastern
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producers--—-and Bethlehem docs produce structural steel at the

Jolmnmstown plant.

Metal TFabricators

Mctal fabricators provided necarly 400 jobs in the Johnstowm
areca in 1966, all of them in firms reporting fewer than 50 employces.
About one-fourth of thesc jobs were not here in 1960, but they
represent only modest expansion of existing firms and the addition
of some new small firms. The fabricating companies make hardware,
structural iron and steel, boiler plate, sheet metal, pipe and
fittings, wirc'products, and valves. An important addition to this
group of inldustries since 1966 that has doubled employment in this
industry group is the Outing Products Livision of the Coleman Co.,
which, located near'Somerset, is currently employing 430 vorkers
(of whom threc-quarter are males), ana makes camping and sporting
equipment from metal, plastics and fabric. The Somerset plant
is this ccmpany's major outlet for the castern and foreigh markets.
Fabricated metal industries tend to use a large labor input, dis-
persed among relatively small firms, and they produce fairly
standardized products that are then used by other manufacturers.
They tend to locate close to their customers. Their products
have a transportation cost that is high in relation to product

value. For the most part they use semiskilled labor.

The Future Contribution of Steel and Metal Fabxricators to Johnstown's

Economy

The fortunes of the Bethlehem Steel Corporation--and, to
a lesser extent, of the U. S. Steel Corporation--are of concern in
this study only as thcy affecc the local economy of the Johnstown
area. The review presented above of Bethlehem's operations would
seem to indicate that this company is going to considerable effort

to improve its competitive position, and that a considerable
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amount of attention has been given to the Johnstown plant. U. §.

Steel also has given attontion to ite Johmstown facility.

Nevertheless, Johnstown is not in the boest location today
with respect to either markets or sources of certain ingredionts
of steel making. Steel has a high transportation cost per dollar
of value, and hence production faciliities tend to be located as
close to markets as is consistent with enormous capital investment
and costs of supplies. Nationally it is expeccted that the most
rapid growth in steel demand will come from markets that can best
be served from production facilities located in the Midwest. The
Bethlchem Steel Corporation itself has recognized this trend by

constructing its huge new plant at Burns llarbor.

The national trend is also toward installation of labor-
saving equipment. Although demand for steel is expected to increase,
it is expected that productivity will increase more quickly and
as a result cmployment in primary steel is expected to decline
natioanally. On the other hand, employment in the fabricated steel

industry group is expected to increcase nationally.

By reason of their location, the Johnstown primary steel
plants will have a distinct cost disadvantage, and their future
will dépend upon their own efficiency and on tne kinds oi compe-~
tition offered by other plants. Since primary metals are so
dominant here, under the best of circumstances it is no% likely
that local employment in the combined groups will expand beyond
its current levels, #nd no more than 14,000 jobs are expected to
be furnished by primary and fabricated metal industries together
by 1975. 1f the competitive position of the Johnstown plants

worsens, this estimate will be highly inaccurate.

In any event, there are bound to be job dislocations as
facilities and company policies changé. The most recent cvidence
of this came in 1968 when Bethlehem moved the payroll department
of the Mines Division to its home office in Bethlchem, thereby
losing a number of white-~collar jobs in Johnstown. There are

O
RJ(? likely also to be some losses of production jobs, for the newver

IText Provided by ERIC d .
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eqipment demands incrceased numbers of professional, technical,
and kindred workers, On the cther hand, wages, salaries, and
fringe benefits are likely to increasce and to this extent should
counteract shrinkage in this industiy's payroll contribution to

local income.

The steel industry will no doubt continuc to contribute
something less desirable than jobs and income to Johnstown's

economy——and that is instabili-y.

Durable goods industri.es by thair natuie react more violent-
1y than some other kinds of industry to cyclical swings. How Johns-—
town reacts is revealed in the employment reccrds of 1950 and 1961.
During that relatively mild recession, average monthly employment
in the metals, machinery and transportation equipment industries
(separate figures are not available for steel) dreopped 27 percent,
and 4,800 workcrs in these industries were laid off. At the same
time, 1,800 workers in other industries of the John:itown area lost
their jobs. Together these groups of layoffs added up to 8 percent
of total employment in the labor market area and it took five years

for metals industry employment even to approach its 1960 total.

Instability also results from the pattern of labor contract
negotiations in the steel industry. Characteristically, customers
build up their steel inventories prior to the expiration date of
the union contract, in anticipation of a possible strike-—then draw
upon those inventories during the strike or for several months after
one has been averted. This happened most recently in 1968. During
the first half of the year, monthly average employment in the metal
industries rose to a high of 17,100 in June and July, ahead of the
contract reopening. Within four months, the average had dropped 16

percent to 14,300 in November, as some 2,800 workers were laid off.11

11. Pennsylvania Department of Labor & Industry, Bureau of
Employment Security, Johnstown Labor Market Letter, monthly editions,
}968. ‘
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These are only the direct coascquences «f fluctuations in the
demand fer steel. Were indireet consequences to be tallied also,

the effects would be still greater.

The Contributions of Othex Metal Incdustrics

To the extent that steel becomes less important to Johns-
town's cconomy, these adverse employment effeects will have a smaller
impact but at least until 1975 steel can be expected to remain extreme—

ly important,

The nonelectrical machinery industries provided 445 jobs in
the Johnstown area in 1966. They made mining machinery, machine tools,.
special industry machinery, pumps and pumping cequipment, power trans-
mission equipment, tools and dies, refrigeration equipment, and other
products. Since 1966 the Penn Machine Company has announced expansion.
with a small increase in employment. Both the fabricaied metals pro-
ducers and the nonelectrical wmachinery producers are linked to pri-
mary metals for supplies, and a strong primary metals industry acts
as an attraction to them. The snionelectrical machinery industries have
characteristics very similar to the fabricated metals industries with
two exceptions: the machinery makers have more need for professional,
skilled or specialized vorkers and less for semiskilled laborj; and
their products have a transportation cost that is low in relation to

product value.

The national outlook for nonelectrical machinery makers is for

manpower requirements to increase by 20 percent between 1965 and 1975.
Recent enployment groﬁth in this industry in the Johnstown area has
excecded growth in the industry in general, but it has resulted pri-
marily frém a net influx of small firms and not from expansion of old
firms. Such an influx is unlikely to continue at the present rate,

and it is perhaps more likely to assume that the industry in Johnstown
will expand employment at about the national rate. If this happens,
1975 employment will be around 900 or 1,000 workers. A higher pro-

portion of professional and technical workers will be needed.

ERIC 67
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The electrical machinery industries provided only 128
jobs in the arca in 1906. The firvms make wmotors, gencrators,
trancfoirmers, and other industrial apparatus, testing cquipment,
measuring devices, certain wiring devices, and cathode ray picture
tubes.,  This group of industrics may require large inputs of cither
labor or capital investment and wost types benefit by ecconomics
of scale. They arc not clozely linked to cither suppliers of
raw materials or customers, but arce somewhal urban-oricnted.
Transportation costs are low as a sharc of product value, and

labor requirements arc varied, depending on the inudstry sector.

Employment in this industry group, although still very
small, mere than doubled between 1960 and 1966. Much of this
growth resulted from expansion of existing firms. The demand
for electronic products is expected to rise nationally very .
rapidly. This factor, in addition to the fact that electrical
machinery products are sold nationally, rather than regionally or
locally, should indicate continucd empioyment expansior. for local
firms. Lacking the entrance of any necw operations «f substantial
sizc, local cmployment in this dindustry should incrcase to about
170 by 1975. The growth possibilitics of this industry group

warrant careful attention to its potcatial for Johnstowan.

Of the 2,007 jobs provided by the transportation cquipment
industry in 1966, 2,121 were provided by the car shops of Betlile-
hem Steel Corporation, as has already been noted. Other companics
in the arca bulld truck trailers (largely for military usc) and
truck bodies (for general commercial (s¢). Since 1966 an expansion
of the trailer operation has beai. announced. Truck and trailer
production rcquires mucih labor input of a skilled or specialized
nature, and transportation costs are low in comparison with the
value of the product. This industry serves a regional, rather
than a national, market. Railroad equipment production, on the
other hand, requires much capital and large plants, and a close
affiliation with a source of mectal. :Skilled labor is nccessary,

and the market is, of course, nationwide.
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Comparison of Wape lLevel and Crowth Kalce

The present shortage of and future demand for railroad carsl
can be expected to dnercase employment roquirements nationally, and
technological developuent is expected to have little impact upon the
o~cupational. structurce of the industyy or upon wit laboy requirc-—
ments . However, since some of the firms in the Johnstown arca are
small, it is perhaps reasonable to expect that in 1975 cmployment in

this industry group will be only slightly larger than it is now.

A recent ranking of industries according to level of wages in
1965 and growth between 1959 and 1965 in the United States puts most
of thesc mctal irdustries groups up front.l3 Nonelectrical machinery

ranked first, as having both high wages and a high growth record.

Fabricatced m2tals and electrical machinery had a high growth
ratec, and a medium wage level., Primary metals and transportation

equipment had a high wage level but a medium growth rate.

In the past, howaver, the metals industries as a group
have no developed as well in the Jolinstown arca as they have in
some nedghboring northeastern states. A comparison with a group
-f stoates composcd of Ohio, New York, Connccticut, Rhode JIsland,

ssachusetts for the period 1958-1966 reveals that Johnstown
~ad nave added some 900 ¢ locally dn this group of indus-—
trics AL plants in this arca bad expanded at the same ratce as

did plants in the same industries in the other states. Instead,

g

12. U. S. Department of Commerce, Business and Defense
Services Adwinist . ation, Growth Pace Sctters in American Industry,
1958-1968, October 1968, p. 128.

13. R. W. Fpps, "Strategy fnr Industrial Development,"
Business Review, Federal Reserve Bank of Philadelphia, November
1966, Table 1, p. 6.
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{
the Jolmstown plants lost 3,000 jobs.]J

The employment projections presented above for thesc
industry groups are baccd primarily on past trends. Neither
clectrical nor nonclectrical machinery dindustrics contribute much
in the way of cuployment to Jolmstown at the present time; and
if the local past tie.:ds continue they will add little to Johns-—
town's ccenony in the futurce., But the national outlook for these
industries is quite bright in terms of both product demand and
derived demand for workers. Because of this potential and because
of che low transportation cost relative to the value of the product
(cspecially for electrical machinery), Jolmstown industrial
developers would do well to attempt to attract more of these Lypes

of firms,

Other Manufacturing Indvstries

The Durable Goods Producers

Steel and metal products, discussed at length above, are
not the only durable goods produced in the Jolmstown arca. In
addition, firms in thc areca turn out clay and concrcte products,
lumber and wood products, and furnitadre and fixturcs. The firws
that producc them are small, few In nunber, and not tow the socco
of many jobs. None of these three durable goods industry
has shown vigorous growth locally in reccnt years. As is
in Table 17, all threc did increase their employment between the
recession yecar of 1960 and the expansion year of 19663 but two
of the groups then employed fewer workers than they had 15 years
before and the gain over that period in the third group was

negligible, Stability is their main chavacteristic.

14, —~mm—v , "From Surplus to Shortage," Business Revicw,
Federal Reserve Bank of Philadelphia, July 1967, p. 20.
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TABLE 17
EMPLOYMENT IN SELECTED INDUSTRIES

JOHNSTOWN LABOR MARKET AREA
1951, 1960, AND 1966

Number of Employees
Industry Group : 1951 1960 1966

Durable goods producers other than
metals group: '
Lumber and wood products 926 545 572

Furniture and fixtures 265 158 282
Stone, clay, and glass 921 569 596
Nondurable goods producers:
Food and kindred products 1,658 1,856 1,522
Apparel and related 3,235 4,817 5,353
Paper and allied products 9 54 7
Printing and publishing 629 479 465
Chemicals and allied products 49 48 55
Petroleum and related products . 43 51
Rubber and plastics - 17 33
Leather and leather products 69 176 516
Railroads, repair shops 642 283 233

Source: Pénnsylvania Department of Internal Affairs, Employment
Statistics in Pennsylvania for Selected Years: 1919-1961,
Special Release S-10 (1963).

» County Industry Reports, Cambria and Somer-
set Counties, Release M-5-7"

s Statisties for Manufacturing Industries,
1966, Release M-1-66, Table 12.
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Stone, Clay and Glass

This group of durable goods industries in 1966 provided
about 600 jobs in the Johnstown area, in some 30 firms. Products
include brick, structural clay tile, clay refractories, clay pipe,
nonclay refractories, concrete brick and block, and other concrete
products. The largest establishments in 1966 were Hiram Swank's
Sons, Inc., at Johnstown, with 90 employees, and the Alliance Ware
Division of the Crane Co. at Somerset, with 91 enployees. §ix years
earlicr Alliance had been making enameled metal bathroom fixtures;
now it makes ceramic lavatories and other plumbing equipment.

About the same number of workers is employed now as then. Other
firms in the stone and clay group reduced employment between 1960
and 1966. Some exﬁansions of operations have been ¢mnounced in
recent years, but none that promises much in the way of additional
employment.l Much o: the production of the clay industry is used
by the steel industry, and the failure of the group to expand
employment after 196 .ay be the result of slackening in the demand

for steel.

As a group, che stone, clay, and glass industries experienced
a medium growth ratc aationally and a medium wage level between
1959 and 1965. They used mainly unskilled labor, and a lot of it,
had a high transportatior cost relative to the value of their pro-
ducts, and tended to locate c'r- . to their customers. ?hey served
either local or regional markets. Industries that produced plumbing
fixtures differed from this pattern in that they required skilled
or specialized labor, tended to be large firms, and served national
as well as regional markets. In the northeastern part of the Nation,
the firms in this industry group performed just about as they did

in Johunstown--despite the national record, thcy lid not show growth.

1. Pennsylvania Department of Commerce, Industrial .
Development Projects Announced in Pennsylvania, 1964-1967 editions,

o inclusive.
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Unless new uscs are found for the local clays, they will
no doubt continuc to be used primarily in the stecl dindustry, and,
if this is so, industry employment in 1975 is not cxpected to ex-
ceed 700.

However, two new uses are distinct possibilities: as
lightweight aggregate in concrete, and in the manufacture of
aluminum., It is believed that within a few ycars there will be
a technological breakthrough that will make it profitable to use
these kinds of clay in the manufacture of aluminum.2 If either
possibility materializes, the estimate of 7CC jobs for this
industry may prove to be too low. These possibilities offer an
opportunity of develcping new industry in the Johnstown area--—

once again through exploitation of the area's natural resources.

To the extent that construction increases, concrete
products producefs in the area will benefit, since such producers
compete mainly in local markets; but employment is not likely to
increase since this industry is capital--rather than labor--inten-

sive.

Lumber and Wood Products

These firms accounted for about 600 jobs locally in 1966.
They included numerous small planing mills and sawmills and a few
millwork plants. None had as many as 50 employees and most had
far fewer. Although the number of sawmills and planing mills in
Somerset County diminished from 40 to 20 between 1960 and 1966,
and Cambria County lost 2 of its 26 mills, employment in this
industry group held up. Modest, scattered increases took piace

in the remaining and replacement mills. The reduction in the

2. Pennsylvania State Planning Board, Pennsylvania
Appalachian Development Plan, (1968), pp. 45,46.
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number of Somerset County mills represents the disappearance of

a number of small operators, and this is no doubt-a healthy
development. In Pennsylvania this industry typically has had
nunerous marginal operations. Vhat it needs most, according to
one observer, is fewer but better mills, especially in the medium
to large categories, operated by competent mill men.2 That the
industry locally is moving toward this desirable situation is
shown not only by employment distributed over fewer plants, but
by the fact that some local operators are buying or leasing large

timber tracts in adjacent Appalachian states.

The Southern Laurel Highlands (which include Somerset
County and part of Cambria County) have been selectively harvested’
almost continuously over a long period. Among the remaining trees
there are many culls, and the woods have been described as a
"rather unimpressive stand of second, third, and fourth growth
hardwoods,”" 'hat it would be better to let grow as a recreation
resource in ...e short run, with a view to improving the timber
harvest in the long run.3 Nevertheless, Somerset County is still
being timbered, and in 1954 more poletimber was cut there than in
neighboring counties.4 As for Cambria County, it ranks high among
Pennsylvania counties in production of certain types of hard and

soft sawtimber.5

2. N. A. Norton, "Green Gold for Pennsylvania: Some
Overlooked Chances to Develop Forest Products Industries,”
Pennsylvania Business Survey, August 1963, p. 6.

3. U. S. Department of the Interior, Bureau of Outd-or
Recreation, Exploratory Recreation Study, Southerm Laurel Highlands
of Pennsylvania, Vol. 1 (1964), p. 22.

4. Pennsylvania State Planning Board, Appalachian
Pennsylvania Development Plan (1968), p. 140.

5. Cambria County Planning Commission, Physical Resources
Report (preliminary), 1968.
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The lumber industry uses mainly unskilled labor natiomally,
and, in recent years has shown little growth. In fact, employment
is expected to decline in the future as innovations decrease the
high degree of labor intensity that previously existed in this

industry.

Perhaps the reason why employment in this industry in
Johnstown has held up while it has-declined nationally is the
small size of local firms. In general, smaller operations are
less capable of taking advantage of labor saving techniques. This,
however, does not put them at an advantage competitively, and, in
any event, the industry is traditionally low-paid. A projection
for this industry, that takes note of a certain amount of future
construction in the Johnstown area, is for an employment total of

roughly 700 jobs in 1975.

Furniture and Fixtures

Manufacturers of these products provided about 300 jobs
in the Johnstown area in 1966, distributed among 10 establishments.
The largest was Clapper's Mfg.. Tn Mcversdale, which had 117
o ' . that ycar. V. if oo cnese fir .. were also in existence
in 1960, but only Clapper’s showed any real growth--it had only 19
werkers in that year. Clapper's uses a gc i bit of lumber from

nearby sources.

The furnituré industry in recent yecz.: has shown high
growth, but a low wage level, being a user ¢! .efly of unskilled
labor. It is labor-intensive, and despite technological aavarces
(such as automctic materials handling) can b. expectéd to remain
labor-intensive. The growth in output thir is expected to result
from increased family size and disposable ‘mcome can be expected
to more than offset the employnent-dampenit; developments. More-
over, the occupational structure of the irmiustry is not expected

to change appreciably; it will continue to be dominated by a
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large proportion of production workers. Locally, however, one
would judge from the size of the establishmenis that some innova-
tions will occur that may decrease the neced for craftsmen and
increase the need for repairmen. The expectation is that employ-

ment in this industry is likely to double by 1975.

Instruments

A small but potentially ini:eresting development has occur-
red among manufacturers of instruments. In 1966 there were three
firms in the Johnstown area making surgical and medical equipment
and all told they employed 235 persons. This was nearly double the
employment in this industry group six years earlier. One of the
firms, the Products Division of General Kinetics, Inc., has been
operating on a production basis for rnly two years. Starting with
smaller products of the company, it is now making larrer, more
sophisticated equipment, such as magnetic tape tc¢ .c ort-
order production of GKI products was shifted into the John: ltown
plant from another company plant in another state. GKI has a
second plant in the local area at which electronic cabinets and
enclosures are made. During 1967 the U. S. Navy and the General
Electric Co. were major customers. This plant produces all enclo-~
sures fer the company's line of magnetic tape equipment. Between
the two plants this company employed about 130 workers, and some

expansion was contemplated.

The instruments group of industries has beern a medium-wage,
high-growth group nationally, employing skilled workers mainly,
and selling to a national market. It would appear to be a likely

candidate for further development in the Johnstown area.
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Nondurable Goods Producers

The types of industries that produce '

'soft" goods in the
Johnstown arca are listed in Table 18, which shows the
comparative importance of various types of manufacturing industry

groups by several measures.

Apparel and Related Products

These companieé account for more than half of the jobs in
the nondurables group. Local firms make women's undergarments,
dresses, and men's shirts. In 1966 there were 15 establishments
in Cambria County and 11 in Somerset County, and more than half of
them had at least 100 employees each., The largest were the Johns-
town plant of Bestform Foundations of Pennsylvania, Inc., and Bali
Bra Mfg. Co., each of whichk had 600 or more workers. Bestform had
a sccond plant, almost as large, at Windber. The Johnstown plants
have done well here, compared with similar plants in a group of |
five northeastern states. Had the industry locally developed as
it did in these five states, the Johnstown area would have had 800
fewer people employed in this industry in 1966 than in 1958. In-
ste ? it had 1,400 jobs more. This industry has grown steadily

in Johnstown, as can be seen from the employment figures in Table
18.

Nationally, apparel firms have displayed a medium growth
rate in jobs and a low wage level., For staple goods, such as
underwear and shirts, technological change is likely to be rapid

among large-scale producers.6 The industry generally does not

6. U. S. Department of Labor, Bureau of Labor Statistics, .
Techndlogical Trends in American Industries, Bulletin No. 1474,
February 1966, pp. 39-50,.
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TABILE 18

MANUFACTURING ACTIVITY, JOLNSTOWN LABOR MARKET
AREA, BY TYPE OF INDUSTRY, 1960 AND 1966
(MONEY FIGURES IN THOUSANDS OF DOLLARS)

No. of est. Value of production Valuc added Qi_mfg.;
Industry Group 1960 1966 196 1966 1960 1966
All manufacturing ind. 280 302 433,006 616,726 215,861 296,882
Durable goods industries: a
Primary metal products 3 5 230,070 342,302 120,676 181,535
Fabricated metal prod. 16 19 6,283 8,860 2,896 4,280
Machinery, exc. elecc. 13 22 3,568 8,359 2,263 5,277

Electrical machinery,

equipuent. & supplies 5 P 759 2,427 490 1,273
Stone, clay, glass 26 29 7,259 9,756 4,479 5,963
Lumber and wood prod. 68 61 4,508 7,899 2,796 4,757

Nondurable goods industries:
Apparel and related
prod. 25 30 - 24,881 33,182 1,,029 25,920
Food & kindred products 58 50 32,347 35,614 12,918 12,140
Printing and publiching 28 39 4,928 6,183 3,950 4,974
All others 348 32 118,403 162,144 48,364 50,864

a 1960 data do not include information on one firm in Somerset County in this classi-
fication. Data for this firm are included in the "all others'" group. '

b Data withheld for one Somerscet County firm to avoid disclosure of confidential
information.

Source: Pennsylvania Department of Internal Affairs, Burecau of Statistics, Statistics
by Major Industry Group foxr Countics and Ur-ban Places, 1960 and 1966,
Release Nos. M-2-60 and M-2-66.
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require a large capital investment, and there are some operating
advantages to firms clustering in a given locality. The firms
in the Johnstown area have mostly been therce a long time and have
- been comparatively stable; but there is nothing in their structure
to prevent then from recadily moving to othev areas, and by their
very nature they have some built-in cconomic disadvantages. Not
only is their wage scale typically low, but their employment
requirements fluctuate widely according to seasor.. They are
still coming into the Johnstown area. In 1967 three new garment
factories with a planned employment of 270 were announced, in

addition to two expansions involving an estimated 80 new jobs.

The largest group of consumecrs of apparel is the sector
of the population aged 14 to 34. This age group is expected to
increase its proportion of the population by one—seventh over
the period 1965-1975. Therefore there should be no slackening
in the demand for apparel; and since it is sold on a national
market, this situation should affect the industry in Johnstown.
However, the local industry cannot be expected to expand in the
future as it has in the past. The area's low-wage advantage has
been narrowing, and it will become increasingly difficult to coax
the necessary female labor supply into the labor force. To do so
will require raising wages, and the more this process takes place
the less attractive the area will become to apparel manufacturers.
In the light of thesc¢ considerations, it is estimated .that employ-

ment in this industrxy in 1975 will be approximately 5,300 workers.

Leather and Leather Products

In the Johnstown area this means virtually one paioduct:
shoes. In 1966 there were four establishments that accounted for
over 500 jobs in the two counties of the area. Three had over
100 workers each: Ace Footwear Inc., Bender Shoe Co., and Rosia
Corporation. In 1967 an eipansion of one firm was announced that
was scheduled to provide 50 more jobs. Only in the last half
ERIC i
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dozen ycars has the shoe industry become important as an employer.

In 1960 there were two firmg that employed less than 200 persons.

The shoce industry has characteristics similax in some
respoats to the apparel industry. It uses cheap laboxr and a lot
of it., Firms tend to cluster together. Nationally the entire
leather group of industries has shown little growth in employment
in recent ycars. Labor cost is an important part of the total
cost of producing a pair of shocs, and it is possible that Johns-
town now offers the shoe industry the combination of moderate

labor cost and market access.

Pennsylvania in the 1950's became the fastest—growing
shoe manufacturing state in the Nation, and by the end of that
decade stood second among the states in volume of footwear out-
put. At that time the firms concentrated quite heavily in the
southeastern part of Pennsylvania, attracted there from other
states. If labor cost were all that was involved, the industry
would likely have moved éouth; but Pennsylvania offers the
advantage of proximity to some of the Nation's best shoe markets:
Pittsburgh, Washington, Baléimore, Philadelphia, and New York.
Nationally, firms tend to be large; but in the east they are
smaller, and the smaller manufacturer cannot afford to distribute
over a rultimarket network; he has to have access to large,
concentrated markets. Fcw areas possess the market concentration
of a Pennsylvania location and, of these few, Pennsylvania's
wage rates have in past ycars been the lowest.7 It may be that
southeastern Pennsylvania's recent rapid industrial growth is
now making it more costly as a location for shoe manufacture,
and that firms are looking elsewhere in the State for suitable

locations.

7. G. Heitmann, "Pennsylvania--Nation's Fastest Growing
Shoe State," Pennsylvania Business Survey, July 1961, pp. 8 ff.
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Food Products

Manufacturers of food pfbducts provided over 1,500 :obs
in the Johnstown arca in 1966, fewer than they had in 1951. The
largest firms arc the Johnstown Sanitary Dairy Co. with 285
employees, and the Harris-DBoycr Co. bakery, with 245 employces.
These firms sell some of their products in other arcas, as do
the bakeries for the Acme Markets and Riverside Markcté super-
market chains; but most of the approximately 50 food firms are
small local operations that depend on local customers. Since the
population in the arca is not growing and large numbers of tourists
are not coming into these counties on a consistent and prolonged
basis, it would not appear that much expansion can be expected

unless outside markets are better developed.

With highway improvements completed, in progress, and
planned such outside deveclopment may becoume possible. In fact
there is already some evidence of their effects. A number of
bottling works have been in the area for some time; but recently
a new one has come to Johnstown's new industrial park, five miles
from the city along the new north-sourth U. S. 219. This is
Laurel Packaging, Inc., a cola-canning activity begun by a group
of Pepsi-Cola franchise holders located in Maryland, West Virginia,

and Pennsylvania.

Faiiing further development of such outside markets, the
local employment picturce in the food and kindred products industry
sector would appear rather bleak. The expectation nationally is
for a décline in employment in the food industry, resulting from
only a moderate increase in demand combined with an extensive
advance in technology. The dairy industry especially is expected
to reduce employment of production workers and shift to larger
and more efficient plants. The relative importance of professional
and techaical workers is likely to increase, and a total employ-

ment of about 1,200 is anticipated for this industry locally in

1975. 31
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Other Noadurables

The remaining industries in this sector are relatively
unimportant to the Johnstown economy. In 1975 they are expected
. to account for only a little over one percent of total employment:
in the arca. These industries are textile, pabcr, printing,
chemicals and petroleum. All but the chemicals industry arec

expected to havc positive ewmployment growth.

Exports

Almost all of the major products of Cambria and Somersct
counties find their way into export trade, either dilrectly or
indirectly. In 1966, some 29 manufacturers exported goods valucd
at $3,560,000, and in 1965 such goods were valued at $7,708,000.
The ports most frequently used were New York: City, Buffalo, and

Baltimore.

Bethlehem Steel Corporation exported coke, rolling'ﬁill
products, wire, forgings, structural stecl,‘énd railroad cars.
Glidden Co. exported electrometallurgical products. U. S. Steel
Corporation sent abroad steel castings, iron and steel forgings,
and other products. Phillips—~Van Heusen Cofp. sent men's shirts,
Hiram Swank's Sons exported clay refractories; Bestform Foundations
of Windber, Inc.,.corsets; Cranc's Alliance Division, china and
earthenware bathroom fixtures; DeVilbiss Co. and Atlas Hospital
Equipment Co., surgical and medical instruments; Poorbaugh Lumber
Co., sawmill and.planing mill products; Summers Fertilizer Co.,

fertilizers; and there were other firms and other products also.

The two-year total of $11,268,000 is not quite so large
as the value of exports during the same period in neighboring

Altoona-——$11,355,000,8 even though Johnstown had twice the valuc

8. Pennsylvania Department of Internal Affairs, Exports
by Pennsylvania Manufacturers, 1966, Relcase M-6-66; ~———————— .
O Lrectory of Pennsylvania Manufacturing Exporters,.1966, Release
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of production (in 1966, it was $616,726,000 to Altoona's
$307,591,000). Possibly Johnstown producers could investigate
the potential of foreign markets more carefully than they have

donc.
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CHAPTER 17

SERVICE INDUSTRIES: TRENDS AND OUTLOOK

Local economic activities other than extractive, manufac-—
turing, and construction are generally classified as noncommodity
or "service'" industries. They represent a third level of acti-
vity built upon the primary and secondary leyels in response to
activity in these more basic industry groups. Service and re-
lated industries nationally have grown larger and larger in re-
cent years in proportion to their base. Since they are the lcast
sensitive to business cycle fluctuations of any of the three
" groups, they contribute stability to an economy——é contribution

that Johnstown's economy especially needs.

When evaluating information about noncommodity or service
industries during tlhie years under consideration in this study,
three occurrences need to be borne in mind. One has already
been mentioned--the exodus of population and labor force between
1959 and 1963. 7Thé effect of this development was to reduce the

size of tbhe local market for services.

The second occurrence was an increase in the general level
of prices between 1259 and 1968. Late in 1568, consumers' prices
in the Pittsburgh area were 22.6 percent higher than they had

been, on the average, during the years 1957—59.l This means

1. U. S. Department of Labor, Bureau of Labor Statistics,
Monthly Labor ¥eview, December 1968. Table D-2.
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that a good bit of any increase in dollar volume of trade and ser-
vice business over that period must be considered likely to be

price inflation rather than business cxpansion.

The third occurrence is a cha ¢ in the coverage and min-
imum wage provisions of the Federal Fajir Labor Standards Act.
In 1961, coverage of this act was brc dened to include many work-
ers in retail and service industrics, gasoline service, construc-—
tion, and other nonmanufacturing industries. Again in 1966 cov-
.erage was extended, and these newly covered workers are being
phased into minimaum wage standards on a schedule that will not
be completed uﬁtil 1972. Just how this legislation has affected
the local economy of Johnstown is unknown; the effects of the
changes may have been to decrease the number of workers employed,
increase payrolls, or both. This occuxrence needs to be kept in
mind in reviewing employment and payroll developments from 1960

forward.

The noncommodity industries that now make the largest
contributions or show potentiél for future contributions to the
Johnstown economy in terms of jobs and payroll are retail trade,
recreation—-oriented industries, medical and health facilities,

and educational services.

Johnstown's.topography and the lack of a large and sus-—
tained influx of tourists or vacationers (such as the chonos
have had for many years) mean that the areca within which resi-
dents look to Johnstown as a center for trade and services is
well defined. It coincides quite closely with the two-~county
Johnstown labor market area previously used in this study. The
existence of good east-~west highways, such as the Pennsylvania
Turrnpike, U. S. 22, and U. S. 3), means that population centers
Just cutside the area are somewhat Johnstown-oriented, such as
Indiana, Blairsville, lLigonier, Bedford, and a small portion

of Clearfield County.

ERIC | 83
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Retail and Wholesale Trade

Retail Trade

According to recoxds collected for purposcs of the Social

Security prograin, retailers provided more than 10,600 jobs in the

Johnestovm labor market area in the first quarier of 1967, and in

. . . 2
wages and salaries paid an estimated $34,000,000 a year.
‘“Three groups of retailers accounted for more than two-

thirds of the first guarter 1967 employment (see Table 19):

general merchandise stores; automotive dealers and gasoline

service stations; and eating and drinking places.

The largest
nmmerofjdmvmsfmmdintm;

general merchandise group. Some

2,600 persons WEre employed there, most of them in firms that

had only from one to thiree employees. About 1,900 workers were

reported for ecach of the other two gIroups, and the firms in those

groups also were mostly of the smallest size. Food stores ac-—

counted for another 1,500 jobs in predominantly very small fixms.

There appears to have been only a little change in recent

years in the yetailing employment patterns. In 1967 the same

types of retailers accounted for most of the jobs as they had in 1962.

Retail employment increased over the pexriod by 84l. Table 20

summarizes the changes in size and number of

There was

reporting units.

a substantial loss in the number that had only one

which now accounts for 57 percent instecad
of 66 percent of the total.

to three employees,

Units in which from four to fifty

persons were employed increased in both number and im

portance,
as did those with 100 or more emplcoyees.

Nevertheless, those

2. See U. S. Department of Commerce, Bureau of the Cen-
sus, County Business Patterns, 1967, Table 3. Payroll estimated
by multiplying quarterly payroll by four. Comparison is made with
1966 personal income estimates of the U. S. Department of Commerce,
Office of Business Economics, published in Survey of Current Busi-
ness, August 1968. The comparison is a very rough one because there

ERiCnot only a difference in time but also in certain definitions.
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TALLE 19
RETALL TRADL, JOUNSTOWN LABOR MARKI WA
EMPLOYMENT AND PAYROLLS BY TYPE OF #IP'0'° 4G UNIT

1962 .ND 1967

Type of Unit ‘axable payrolls
Number of e q»loyc ~an.-Mar. ($000)
1962 1967 1962 1967

Building materials and
farm equipment 680 584 567 521
General merchandise 2,672 2,629 1,824 2,173
Food 1,189 1,567 930 1,292

Automotive dealers and
service stations 1,518 1,936 1,346 1,946
Apparel and accessories 512 548 314 360
Eating and drinking places 1,854 1,939 687 767

Miscellaneous (includes
drug and propriet.) 749 807 . 509 660
Other? 666 671 625 768
Retail trade, total 9,840, 10,681 6,802 8,487

1. Includes furniture and home furnishings, administrative and
auxiliary activities.

Source: U. S. Department of Commerce, Bureau of the Census, Count
Business Patterns, Pennsylvania, 1962 and 1967 editions,
Table 3. "Other" category calculated.

TABLE 20

RETAIL TRADE, JOINSTOWN LABOR MARKET AREA
CHANGE IN SIZE OF REPORTING YNIT, 1962-1967

1962 1967 Change

No. =«of No. of 7z of No. of %z of No. of
employees units total units total units Z
1-3 975 65.7 743 56.8 ~232 ~-24
4-7 281 18.9 294 22.5 + 13 + 5
8—-19 158 10.6 188 14.3 4+ 30 +19
20-49 50 3.4 63 4.8 + 13 +26
50-99 11 0.7 8 0.5 - 3 ~27
100 or more 10 0.7 15 1.1 + 5 +50

Total 1,485 100.0 1,311 100.0 ~174 -12

Source: U. 8. Department of Commerce, Burcau of the Census, County
susiness ratterns, Pennsylvania, 1962 and 1967 editions,

Table 3.
&7
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with 50 or more employces accounled for only a little over one
percent of the total in 1967 as they had in 1962. Obviously the

movement toward larger establishments is very slow.

1t has been estimated that between 1961 and 1966 Cambria
County lost 5.5 percent of its population and Somerset County
gained 2.6 percent.3 During that same period total employment
increased and there was also an increase in personal income.
Thus, although the population base for retail activities was
reduced, better time strengthened employment and income, which
would tend to strengthen retail activities.

The uptrend in local prosperity may be reflected most
clearly in the gains made by automotive dealers and gascline
station operations (see Table 21). They not only enlarged their
share of retail employment but also their share of total payrolls.
Apparently these jobs were relatively well paid; with 18.1 per-
cent of the iobs, this group paid 23.0 percent of the total re-
tailing payroll in the first quarter of 1967. There is no way
of knowing how much went into commissions to a few automobile
salesmen or how much went to relatively low-paid or part—time

gasoline station attendants.

In contrast. eating and dfinking places had 18.2 percent
of the employees but only 9.0 percent of the payroll. Relatively

low pay and part—time work are likely factors here.

Among other retailing groups, food stores increased both
employment and payroll shares; the miscellaneous group that in-
cludes drug stores held steady and other kinds of stores lost

part of their shares.

3. Percentages calculated from estimates of the Pennsyl-
vania State Planning Board. See Pennsylvania Department of Inter-
nal Affairs, Pennsylvania Statistical Abstract, 1967 ed., p. 10.

4. Pennsylvania Department of Labor and Industry, Bureau
of Employment Security, Johnstown Labor Market Letter, 1961 and 1967.
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TABLYE 21

PERCENTAGES OF IMPLOYMENT AND PAYROLLS
IN RETAIL TRADE PROVIDED BY SELLECTED TYPES OF REPORTING
UNIT, JOINSTOWN LABOR MARKET AREA, 1962 AND 1967

Percentage of

Percentage of taxable retail payrolls
Kind of Business retail employment Jan.-Mar.
1962 1967 1962 1967
]
Building materials and .
farm equipment 6.9 5.5 8.3 6.1
General merchandise 27.2 24.6 26.8 25.7
Food 12.1 14.7 13.7 15.2
Automotive dealers and
service stations 15.4 18.1 19.8 23.0
Apparel and accessories 5.2 5.1 4.6 4.2
Eating and drinking places 18.8 18.2 10.1 9.0
Miscellaneous (including ‘
drug and propriet.) 7.6 7.6 7.5 7.8
other?! 6.8 6.2 9.2 9.0

1. Includes furniture and home furnishings, administrative and aux-
iliary activities.

Source: U. S. Department of Commerce, Bureau of the Census, County
Business Patterns, Pennsylvania, 1962 and 1967 editions,
Table 3. '"Other" category calculated.
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The largest retail stores in the area are Penn Traffic
Company, Glosser Bros., Sears, Roebuck & Co., J. C. Penney Co.,
W. T. Grant Co., and the Miracle Mart. All are located in the
city of Johnstown; Sears has stores also at Ebensburg and Somer-—
set; Penney has é store in Somerset; and there are others (James-—
vay at Somerset and Nathan's at Barnesboro, for example). Penn
Traffic also operates a second department store at State College,
Pa., as well as 17 Riverside food markets, 11 Dairy Dell stores,
a cafeteria, and 3 combination units (called P-T stores), through-
out central Pennsylvania. This company in 1968 merged with the

manufacturing firm of Johnstown Sanitary Dairy Company.

Recent data are not available at this time to determine
sales volume in retailing. the Zmpact of self-service merchan-

dising, or the effects of suburban shopping centers.

The shifting of residential areas out of Johnstown and
into neighboring boroughs and townships and the blight that has
attacked the core city have encouraged the development of subur-—
ban shopping centers. They are located in the Park Hill section
of Conemaugh Township, in Westmont, at Geistown, and in Richland
Township. One is located right in the city of Johnstown, where
extensive urban redevelopment and planned parking facilities will
do much to eliminate some of the worst problems that have been
discouraging to downtown trade. There is the nucleus of a small
shopping center developing at Somerset, but othcrwise centers are

not scattered about the two counties.

Although recent data are not available, some insight into
the effects of the loss in population that occurred between 1958
and 1963 . may be obtained from older data. These changes are
highlighted in Table 22. Note especially the substantial losses
that occurred in several types of retailing that could be expected
to suffer from a population decline. Both number of establish-—
ments and dollcr volume of sales declined in furniture and home

furnishings, lumbcer and building materials, and apparel.

0 9G
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4,466

1958 AND 1963
No. of establishments Total sales ($000)
Percent Percent

Kind of Business 1958 1963 change 1958 1963 change
Retail trade, total 2,823 2,603 - 8 265,307 275,037 + 4
Lumber, bldg. mat-

erials, hardware,

etc, ‘ 182 141 -23 19,153 15,258 -20
General misc. stores 114 73 -36 40,248 35,724 -11
Food stores 664 576 -13 68,625 74,579 + 9
Antomotive dealers 146 150 + 3 43,656 54,811 +26
Gasoline service

stations 331 311 - 6 18,850 20,115 + 7
Apparel, accessory

stores 169 135 -20 13,392 12,383 - 8
Furniture, etc. 137 112 —-18 12,711 11,630 - 9
Eating, drinking

places 625 634 + 1 18, 325 19,013 + 4
Drug stores,

proprietary stores 64 59 - 8 5,854 6,781 +16
Other retail stores 284 284 o 21,095 20,277 - 4
Nonstore rectailers 107 128 +Z0 3,398 +31

Source: U. S. Department of Commerce, Bureau of Census, 1963 Census of
B63—-RA40 Revised, Tables 4.

Business:

Retail Trade—-—Peunnsylvania,

33
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Although the number of drug and proprictary stores declined,
their sales volume rose substantially. Part of this gain may have
resulted from expansion of their merchandise lines, which frequent-
ly happerns when such stores relocate from downtown sites to the
suburbs. Thesce stores may also have accounted for part of the
loss in both number and volume of sales of gencral merchandisce
stores. The sharp increase in number of nonstore retailers seems
to have come mostly from an increasc in the nunber of individuals

engaging in dircect house-to-house seclling.

Finally, it would appear that. the four percent increase
in total volume of sales over the five-year period may be attri-
buted entirely to price rise. In fact, the increcase did not cover
the general price rise and to that extent it really represents

a shrinkage in retail trade.

Much of the heayiest concentration of retail stores was in
Cambria County in 1963, and of 1,789 establishments located there,
more than €600 were located in the city of Johnstown. The distri-

bution between counties is summarized in Table 23.

As has been noted, growth in trade volume depends on growth
in population and in disposable income. Obviously, population
growth is not now supporting expansion of retail trade in the
Johnstown arca; and the improvements in income are likely tc
last only s> long as the areca's highly cyclical basic Industry
is in an upswing. There is little evidence now of the conditions

necessary to promote vigorous growth of trade in the area.

Wholesale Trade

Wholesale trade provided 2,345 jobs in March 1967 and had
an annual payroll cstimatcd.at $12 miilion. The largest payroll
in 1967 was paid by sellers of machinery, equipment, and supplies.
It amounted to an estimated $2.3 million a year and, in mid-March,

ERIC 92
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this group accounted for about 340 jobs. By far the largest part
of these totals was provided by sellecrs of commcrcial and indus-
trial equipment. Grocery wholesalers had more cmployeces (373)
but a smaller estimated payroll ($1.6 million). Another impor-
tant group was motor vehicle and automotive ecquipment with 392

- . . . 5
jobs and an annual payroll cstimated at more than $1.9 million.

Recent data on volume of sales are not available, but some
idea of the volume can be gained from 1963 figures. These are

‘summarized in Tablc 24.

ﬁétween 1962 and 1967, employment increased 17 percent and
payroll 30 percent. Employment gains were noted in the wholcsal-
ing of motor vehicles and auto equipment and in machinery; but
there was an employment decline in the wholesaling of groceries.
For the first time the wholesaling of clectrical goods was impor-—
tant enough to be singled out as a category in the statistics.
There were 11 units reporting 149 employces. Another interesting
development was the shifting of lecation toward Somerset County.
Although there was no net change in the number of wholesaling
units reported between 1962 and 1967, Cambria Ccunty lost 10 and
Somerset County gained 10 during that period. With a Penusyl-—-
vania Turnpike interchange at Somerset, this was a likely devel-
opment. Reconstructed U. S, Routef219 has not vet been completed

between Johnstown and the Turnpilke.

It is estimated that by 1975 2 combined total of 13,700
persons will be employed in retail and wholesale trade. This
estimate is based on an expectation that the populatrion decline
will have halted, and that jobs and incomes in ccher sectors will
increase. Population movement from city to suburb and the trend
toward longer store hours should help tu increase employment in
retail trade., Little change in skill needs is expected in either

retail or wholesale trade.

5. U. S. Department of Comnmerce, County Business Patterns,

Q Table 2.
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TABLE 24

VOLUMIZ OF WHOLESALE SALLES BY TYPE :
JOHNSTOWN LABOR MARKET AREA, 19063

Kind <& Business Sales (S$000)
Motoei vehicles, automotive equipment 10,164
Drugs, chemicals, allied products 3,280
Dry goods, apparel 824
Groceries and ielated products 34,290
Electrical goods 12,832
Home, plumbing, heating equip., supplies 3,836
Yiachinery, equipment, supplies 15,508
Metals, minerals 6,886
Petroleum bulk stations, terminals 14,726
Scrap, waste matcrials 796
Tobacco, tobacco products , . 6,124
Beer, wine, distilled alcoholic beverages 8,695
Paper, paper products, exc. wallpaper 3,245
Lumber, construction materials 9,024
Other miscellaneous products 4,412

Wholesale trade, total 136,404
Source: U. S. Department of Commerce, Bureau of the Census, Census

of Business, 1963: Wholesale Trade——Pennsylvania, BC63-
WA40, Table 5.
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Trucking and Warchousing

At lcast one distribution operation has recently come into
the area because of the conjunction of the new U. S. 219 and the
Pennsylvanla Turnpike. White Cross Stores, Inc., an castern sca-—
board discount drug chain, established at Somerset a warehouse
distribution center to serve its stores from Connecticut to Vir-
ginia. This warchousc is in partial operation now. Although
highly automated, it is currently employing over 30 workers and

more will- be added when it gets into full operation.

Somerset has a relay trucking terminal (but not pick-up
and delivery service), and is presently offering 24~hour service
to New York City and other major eastern markets, 36-hour service

to Louisville and Cincinnati, and 48-hour service to Chicago.

The fact that U. S. 219 is now open north of Johnstown,
connecting it with U. 8. 22, is already beginning to show some
economic effects. A manufacturing activity quite similar to a
warehousing activity, a cola works, begun by a group of fran-
chise holders in Maryland, West Virginia, and Pennsylvania, has
been located along U. S. 219. Ultimately, this route will run
between Bluefield (on the border between West Virginia and
Virginia) and Buffalo, New York. It should be open from Somer-
set to the Maryland line by 1971. Conpletion of the scction

between Johnstown and Somerset is scheduled for Fall, 1969.

More than 1,300 jobs in trucking and warchousing, with
an estimated annual payroll of more than $8 million, were reported
for Cambria and Somerset counties in 1967. This is a sharp gain
over 1962 reports, when 764 jobs with a payroll of about $3.6
million were reported. Some 930 of the 1967 jobs were provided

by local and long—~dictance trucking operations in Cambria County.

The speed and cost of motor freight service are vital to
industrial development, and spced of postal service is equally

important to certain types of white~collar operations (such as

98



O

ERIC

A Fuirtext provided by ERiC

309

district offices of insurance companies). Johnstown's past exper-—
ience is not likely to be represeantative of future exnpericence in
view of the reconstruction of U. S. 219; but it would be appro-—
priate to revi~aw the adequacy of these services when the route is
completed as far as Somerset, as one aspect of determining Johns-

town's competitive position for industrial development.

As far as employment in the transportation .industries
themselves is concerned, there are several rcasons why employ-—
ment should continue to grow rapidly. Employment in the truck-
ing firms presently in the Johnstown area should increase as de—
mand for their services increases, and additional trucking ser-—
vices should become available. Moreover, costl—cutting technology
and growing freighe traffic on the railroads should combine to
slow down, or even reverse, the decline in ralilroad employment

that has occurred in past years.

Recreation—-Oriented Industries

The types of business that are directly oriented towand
recreation activities include amusements such as commercial sports,
country clubs, public golf courses, swimming pools, boat rentals,
bowling alleys, bands and orchestras, entertainers, dance halls,
dance schools, anmusement parks, concessions, carnivals and fairs,

tourist attractions, natural wonders, and motion picture “heaters.

O+*her types of business related or complementary to recre-—
ation activities include hotels, motels and otbher lodging places,
trade, and personal services (such as laundries, cleaners, beauty
and barber shops). Trade was discussed at some length above, where
it was mnoted that neither retail nor wholesale trade has showvm
a vigorous growth pattern, the local economy has not been Supply;
ing the support necessary to develop such a pattern, and the area

has not been attracting outside shoppers consistently in large

87
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Development

Extent of Present Development

The employment and number of units in amusements, personal
services, and hotels and other lodging places are tabulated in
Table 25 below. Since the data on which this table was based were
reported as of the middle of March. they do not reflect either ex-—
panded summer activities or peak winter activities, with one ex-

ception that will be described later.

TABLE 25

RECREATION-ORIENTED SERVICES, EXCEPT TRADE:
NUMBER OF EMPLOYEES AND REPORTING UNITS,
JOHNSTOWN LABOR MARKET AREA, 1962 and 1967

= =

No. of employees,

mid-March __ No. of reporting units
Type of service 1962 1967 1962 1967
Amusements 345 317 62 60
Motion pictures 107 D 20 13
Hotels, etc. 362 803 68 62
Personal services 713 819 172 180

D = Date withheld to avoid disclosure of confidential information.

Source: U. S. Department of Commerce, Bureau of the Census, County
Business Patterns, 1962 and 1967. editions, Table 3.

Ti.e table shows that between 1962 and 1967 the number of
units declined in three of the four industry groups listed. Only
the number of personal service units increased, and that gain was
small. As for the number of employees, those engaged directly in

amusements declined, but those engaged in personal services increased
rather substantially.

A late-winter festival probably accounts partly for the
curious development by which the number of reporting hotels,
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motels, and other lodging units declined, although their employment
increased by more than 100 percent. Somerset County produces a
high proportion of Pennsylvania's output of maple syrup and annually
holds a maple syrup festival, the starting date of which for 1969
was March 16. Employment data used here are gathered for the pay
period nearest the fifteenth of March. That festival prepara-—
tions are probably reflected in these figures is confirmed by the
fact that of the 803 jobs provided by hotels and motels in March,‘
1967, 463 were brovided by Somerset Couﬁty and only 340 by Cam-
bria County, although the latter had more units. Another factor

in the high March employment figure may be the practice of visit-
ors to stay at Somerset lodgings while visiting the year—round
resorts of the areca, the facilities of which are not restricted to
resort guests. From 1962 to 1967, there was a decline in Cambria

County in number of units, but an increase in Somerset County.

Amusement enterprises appérently cater to the permanent
population rather than to visitors. They continue to be concen-
trated in Cambria County and have not developed in Somerset County

in recent years.

Somerset County and a small portion of Cambria County 1lie
within the Southern Laurel Highlands, which also include parts of
Fayette and We:itmorzland counties west of the Johnstown area. The
Highlands have been the scene of considerable interest and invest-
ment in recreation industries in recent years, and certain parts
(such as Ligonier) have been used for recreation purposes by
Pittsburghers for generations. The Seven Springs resort has
been in Westmoreland County for perhaps only 40 years, but has
become nationally famous only in the last decade through a con-
certed advertising campaign, and is now very large. It borders
Somerset County on the west, and another large resort-—-Indian
Lake—-1lies within the County; butf: much of the recent activity

has taken place west of the Johnstown labor market.
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The‘Underdevelqged Potential

The rugged terrain ofjAppalachian Pennsylvaria has pre-—
served some of the most becautiful wilderness country in the east
in the Southern Laurel Highlands. One study makes it clear that
is it not isolation from large population centers that has held
back recreational development here. The area has had excellent
linkage with these centers by means of major highways for several
years. As the Seven Springs advertising puts it, the area is one
hour by auto from Pittsburgh or Cumberland, two from Wheeling,
three from Cleveland, four from Erie, - Baltimore, or Washington,

and five from Philadelphia (see Map 10).

The drawbacks to development are not unique to the Johns-
town area—-they are shared by the entire Highlands region and by
other parts of Appalachia. One is the lack of sufficient water
surface areas to accommodate the demand for water sports. Another
is the lack of interior, scenic, recreational roads (as disting-
uished from highways designed to facilitate commercial and indus-
trial use). A third is pollution of streams by acid mine drainage.
Somerset County has the doubtful distinction of having ''the most

obviously acid stream in the [Southern Laurel Highlands] study

"area,''--the Casselman River. With some of its tributaries, it is

polluted for 28 miles, threatens the acid balance in the Yough-
iogheny Reservoir at times, reduces the yuality of water down-
stream, increases water processing costs of industries and com—

munities, and stains the rocks in its bed pink and red from the

caustic action of the acid.

The study mentioned above suggests that Ohiopyle in Fay-
ette County serve as the major recreation development of the
entire Highlands region, with the area arour.d Confluencé being
developed more than it now is as a satellite complex (Map 11).

Another complex is suggested west of the borough of Somerset.

6. U. S. Department of the Interior, Bureau of Outdoor Re-

ER:kfreation, Exploratory ERecreation Study——Southern Laurel Highlands

7 v ...mmvvi'" 9 — 3 8 -

>f Pennsylvania, 2 vols. (1964), see especially vol. 1, pp. 9-12,
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MAP |1

SCENIC DEVELOFPMENTS PROPOSED
FOR THE JOHNSTOWN AREA
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If Laurel Hill Creek were impounded, it could serve as the nucleus
of a complex which could draw on existing and proposed public and
private developments in the vicinity, provide a major water surface
area adjacent to a proposed scenic road, and be accessible from
the Pemmsylvania Turnpike by means of the Donegal and the Somerset

interchanges.

A third complex is suggested for development, beginning
with the impoundment of Loyalhanna Creek at Ligonier. (As was
previously noted, Ligonier even now is trade-oriented toward
Johnstown. ) This complex woﬁld extend west as far as Greensburg
and Latrobe, and east to the city of Johnstown, and would include
the southwest corner of Cambria County. The Conemaugh River Gorge

is recommended as a scenic preservation area.

Stony Creek, which lies between Berlin in Somerset County .
and the city of Johnstown, "could prove to be extremely important

to the future of recreation in the Southern Laurel Highlands."

Three scenic roads are proposed for development in Somer—-
set County (in addition to other such roads in other parts of the
Highlands). One would {cllow the crest of Laurel Hill on the
County's western border; another would lie parallel to the Allegh~
eny Front at or close to the County's eastern border; and the
third would l1link these two and élso provide access to the Yough-
iogheny Gorge, the Casselman River (certain parts of which are
recommended as scenic preservation areas), Fort Hill, and Mount
Davis. The relationship between thése proposed roads and the

‘commercial highway system is shown on Map 11.

A very recent development in the northern part of Cambria
County is extremely important to the economy of the Johnstown
area. This is the development of Prince Gallitzin State Park,
covering 6,600 acres and having one of Pennsylvania's largest
lakes. Glendale Lake has 26 miles of shoreline and gives power
boats an uninterrupted run of nearly 8 miles. There are also

numerous quiet inlets for canoeists and facilities for other

03







water sports.  Development of this park, which 1s alrcady in use,
wlll takce several ycars., A special feature will be a Naturcalm
cstablished beside Glendale Lake, which will enable visitors ana
students to obscrve wild life in a natural habitat and will pro-—
vide extensive nature study facilitices, includiug c¢ducational

courscs.,

Witlr the state parks cexisting and proposcd, state forests,
and state gamelands in the arca, appropriate doevelopwent could tap
a very large recrcation market coming from all four sides. In the
Southern Laurel Highlands study it is estimated that the arca could
draw from a potential of 1.,.2 million day—-use outings, 24.4 mil-~
lion weckend--us.c outings, and 27 million vacations a ycar. The
study also provides some estimates of the number of jobs and the
income that might be gencrated by various levels of development
in that arca; inventorics the points of interest and tlie existing
facilitices; and in general serves as a working guide for planning

and action.

Support to deveclopment along these. lines is prowvided by
a recent water resources study of the Pennsylvania State Planning
Board.7 This study provides a list of top-priority development
projects for consideration by the U. S. Army Corps of Engincers,
estimates costs and benefits, and projects possible employment
and payrolls resulting from such development. Among the top-
priority projects is one to abate mine drainage into the Cassel-
man River (cost: $5 to 7 million); impoundment of waters in the
upper Loyalhanna Creck watershed, including creation of a 540-
acre reservoir (the project, with seven structures, to cost $7.6
million); development of Stony Creek (to cost $7.8 million, with

five structures); and development of the Natuvrealm (vo co: ' .

<

cotimated 39.5 million). Some concept of what thaese projocts

could mean to the Jocal cconomy is provided by estimates for the

7. Pennsylvania State Plamming Board, Pceunsylvania State
Water Resources Supplcement to Report for Development of VWater Fe-:

sources in Appalachia, submitted to the U. S. Arny Corps of Engin-
QO cers (19268), especially pp. 68, 87, 88, 95, 99.
ERIC
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Naturealm portion alone of the Prince Gallitzin Park development.

When completed, the Naturcalm is expcected to provide 438 annual-

equivalent jobs dircctly, an equal number of jobs in supporting
commercial activities, and perhaps 1,700 more jobs from private

development. The annual payroll is estimated at $4.5 million.

The Employment Outlook

It is difficult to sece how a great deal of job expansion

can take place locaily in recreation and related industries by

1975. All three of the principal industry sectors should exper-
-ience grcewth, however, and 1t could awount to an average increase
of perhaps 10 percent. Hotels and other types of lodging places
should add employment, 1f not so fa~t as they have in recent
years. More leisure time and more disposable income should re-
guire the employment of more workers in the amusement industry.
These factors should also generate more jobs in the personal ser-—
vices sector. Little change in occupational requirements for

the recreation industries is anticipated. For the years beyond
1975, the recreational industries could become considerably more
important to the economy of the Johnstown area not only in terms
of jobs, but also in terms of personal income and »f local spend-

ing by visitors from other areas.

Medical and Health Facilities

It might be assumed that the hosrlital and medical service

facilities of the Johnstown area were designed to take care of a

large number of miners and other workers in hazardous ozcupations.
and that with a drastic reduction in both the number of miners

and the total population the health service establishment vould

now be either too large or too obsolete for today's needs.

It is true that several hundred hospital beds need fo be

modernized, that there is no overall need for additional beds, and
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that certain other facilities should be updated-—-some on a high
priority basis. It is also true that the area has a high propor-—
tion of elderly residents and not enough f. ilities for longterm
hospital or nursing home care. But much has already been done to
improve the medical services in the area, much is now being done,
and more is in prospect. As of 196&, only 406 excess hospital

beds wecre reported for the entire two-county area.

In fact, medical and other health services have proved

to be one of the most rapidly growing sources of employment for
this avea Auring the past few years. As a whole, they have in-
creased employment more than one-third betveen 1962 and 1967,

and tﬁey accounted for some 3,500 jobs in tﬁé latter year. Hos-
pitals alone provided 2,800 jobs, which was 27 percent more than
they provided five years earlier. Employment in offices of phy-
sicians and surgeons went up 27 percent in that period, and em-
ployment-in the offices of dentists and dental surgeons increased

8 percent.

Payrolls associated with these jobs made increases little
short of spectacular. In the first quarter of 1967, for the group
as a whole, they were 84 percent higher than they had been in the
same quarter of 1962. Hospital payrolls alone gained 89 percent;
but payrolls for offices of physicians and surgeons increased 57
percent; those for employees of dentists and dental surgeons in-
creased 49 percent; and those for other heaith and allied servi ces

increased 51 percent.

These gains were accomplished by enlargement of existing

operations rather than by the addition of new ones. The number

8. Pennsylvania Department of Public Welfare, Pennsyl-
vania State Plan for Hospital and Mcuical Facilities for fiscal
year 19268.

9. U. S. Department of Commerce, County Business Patterns,

Table 3.
106
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of hospitals remained the same; but the number of physicians' and
surgeons' offices, dental offices, and health-related units report-

ing employment declinecd.

The increase in usage can be attributed partly to the spread
of medical insurance programs. It is generally true that individ-
uals make more use of health services now than they did even a few
years back, and so the population loss would not result in an equiy~
alent drop in facility usage. It is also generally true that com-—
paratively 1little dental work now qualifies for medical insurance
benefits, which may accouant for the much slower growth of employ-
ment in this particular type of health service. By and large, it
is the hospitals that have benefited most directly from the insur-—
ance programs, and they have also benefitred from a number of Fed-

eral and State government programs.

For example, during the five-ycar period under considera-
tion here, what are known as the "Hill-Harris Amendments' made Fed-
axal. funds available for the fiist time specifically for moderni-
7mao'.ion of existing hospital facilities; the Medicare and Medicaid
programs were started; and the Accelerated Public Works Program
enabled the Lee Hospital in downtown Johnstown to clear a siic

and start expansion in conjunction with an urban renewal project.

The question of why several hospitals remain in the core
~city when the population has moved to the suburbs was answered
recently by the administrator of the Conemaugh Valley Memorial
Hospital on a television program. Good hospital practice today,
he said, places & hospital within half an houi's driving time
from the patient's home. By this criterion, the city hospitals
serve the suburban population adequately. Moreover, current
investment, he estimated, runs about $13,000 a bed, and relo-

cation costs would run about $40,000 a bed.

Three service areas can be distinguished for the short-
term general hospitals. The southern half of Somerset County is
served by community hospitals at Meyersdale and Somerset. The

ERIC 107
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northern w2l f of this county and much of Cambria County are served
by six hospitals: onr at Windber, four in the city of Johnstown,
and onc north of Johunstown at Colver. The upper third of Cambria
County is served by the hospital. at Spangle+. None serves any
appreciable number of pntients from outside of the counties (ex-
cept [For Turnpike casualticwos), and residents of “hese counties use
hospitals outside of the arca only for certain types of special

service,

In addition to the general, acute-care hospitals, there
are five other institutions in the Johnstown area that contribute
to the local cconomy in a somewhat different way. These are the
Somerset State Hospital, the Cresson State School and Hospital,
the Ebensburg State School and Ho: pital, the Youth Development
Center at Cresson, and the Vocational Rehabilitation Center at
Johnstown. All are operated by agencies of thé Pennsylvania State
Government. They differ from the short-term general hospitals in
that they do not serve the local popu cion primarily; rather their
patients coume from elsewhere in the Commonwealth. They serve the
mentally ill, the mentally .etarded, deiinquent youth, and the
physically handicapped. Except that they do not pay local taxes,
theixr contribution to the Johnstown economy is more lika that of
the steel industry-—-they are financed and controlled from cutside
the area, and they "export'" their '"product'" from the area. They
do contribute to the local area a substantial number of jobs and
Payroll, and that much-needed quality of stability. Scme of these
facilities are now being expanded to meet.the needs of Pennsylvan-
ia's population, and their future contribution to the economy of

this area should be even larger than it is at present.

Not all of the nceds of the local area for certain types
of facilities are going to be met by the plans so far announced.
In particular, there is still going to be a need for additional

facilities for long-term, convalescent, and nursing home care.
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It is estimatced by the Pennsylvania Department of Public
Welfare that by 1972 there will be several thousand persons aged
65 and over in Cambria and Somerset Counties-——about 3,000 within
the service area of the hospital at Spangler; nearly 21,000 with-—
in the service area of the Colver, Johnstown and Windber hospi-
‘tals; and 3,000 in the arca served by the Somerset and Meyersdale
hospitals. It would appear that this situation might offer some
opportunity for developing more private nursing home facilities

here than now exist.

Medical and other health services have continued to in-
crease employment in the Johnstown area despite a large loss of
population. Since no additional louss is expected in the years
immediately ahead, and since demand for health services will be
stimulated by the Medicare program, by extension of hospital in-—
surance programs, and by projected increases in the range of hos-—
pital services, the demand for employees should continue to in-—
crease. It seems not unreasonable to expect that 1975 employment
for this group of service industries will be nearly 50 percent

higher than 1967 employment.

"Educational Services

Early in 1967, there were over 500 jobs providing edu-
cational services to the inhabitants of the two-county Johnstown
labor market area. This was an increase of more than 100 per-
cent over the nunber provided five years earlier and the payroll
was 150 percent higher. The employees counted included all who
were covered by Social Security--employees of publiec, sectarian,
and other private elementary and secondary schools; schools and
training centers for retarded children; business, other vocation-
al and music schools; and the colleges in the area, of which there

are three.

Mount Aloysius at Cresson is a two-year women's junior

college. St. Francis at Loretto coffers bachelor's and master's
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degree programs. The University of Pittsburgh at Johnstown offers
two-ycar programs, but, by the Fall of 1969, will be offering four—
year programs leading to the bachelor's degree. Both of the lat-
ter colleges are coeducational.lo The colleges contribute to the
local economy in scveral ways. Primarily, they raise the educa-
tional level-—and therefore the employability—--of the local popu-
lation. Secondarily, they generate jobs necessary to supply the
services required by the student body and the cclleges themselves.
Third,'the community benefits from local spending by the
colleges for their facilities and by several hundred dormitory
students. Area industries are likely to find it convenient to
have at hand some of the special skill resourcecs offered by col-
lege faculty; but these colleges are not likely to generate "aca-—
demic spin-off firms," private enterprires stemming from research
and development that are started by college faculty and staff with
special qualifications. It takes a large university, with exten-—
sive research facilities of its own, to breed such activities or
to attract to the area companies who wish to take advantage of

such specialized knowledge.

Nevertheless, several factors should combine to increcase
the number of jobs in educational services. For one thing, an
increase in population is forecast which is e:pected to increase
the demand for educational services. For another, young people
are expected to remain in school longer, generally. Finally, the
projected expansion of the facilities of the University of Pitts-
burgh at Johnstown will provide more employment, although some

of thecse jobs will be filled from outside of the local area.

Other Services

Several hundred local jobs each are proyided by the Gen-

eral Telephone Company, the home office of the Pennsylvania

10. Pennsylvania Department of Public Instruction, Coll-
eges and Universities in Pennsvlvania (1967).
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Electric Company, and banking, credit, and insurance firms. Un-—
published rceccords show that they have expandoed cmployment substan-—

tially in recent years, providing stability as well as growth.

It is not likely that muclh additional increase in employ-—
ment will take place in the communications and utilities sectors.
Although the demand for the services provided by ivhese industries
will most certainly incrcase, technological change is expected to

curtail the employment effects of the increased demand.

As for the finance, insurance, and real estate industry
group, employment has grown despite the fact that some conditions
that normally influence these industries favorobly were not pres-~
ent. Population and income growth are basic influential forces,
and both have been absent herc. Nevertheless, other factors seem
to have outweighed them: the growing acceptance of checking de-
posits and the increased life expectancy of individuals, which has

affected insurance purchases.

It is expected that employment in the finance, insurance, -
and real estate group will continue to increase, although not so
fast perhaps as in the past. The demand for banking and finance
services and the continuing trend toward greater use of checking
accounts and credit will increase employment in this sector--—-al-
though output will increase faster than employment as activities

are computerized.

Any substantial growth in the insurance segment will de-
pend upon whether the economic activity of the area improves to
an extent that will attract individuals between 19 and 44 years

of age to the area. These are the prime insurance buyers.

Some increased empioyment in real estate should result
from the increase that is expected in construction activity. Over
89 percent of the dwelling units in the City of Johnstown wecre
built before 1939; over 20 percent of Cambria County's occupied
housing units are in substandard condition. If Johunstown is to

grow with the rest of the economy, it must attract new industry;

111
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and if it is to attract new industry a good dcal of housing con-
struction as well as rond construction (such as the proposed
Kernville elevated highway) will have to be undertaken. Thus the
Prospects are good for a sharp increase in employment in construc-—

tion, and an increasc Tu real estate secrvices also.

O
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CHAPTER 18

PERSONAL INCOME AND AREA BUYING POWER

The money income of individuals is one of the best indi-
cators of the economic health of an area. Viewed from the perspec-—
tive of the person who receives it, income reveals much about |
consumer markets, purchasing powery, and——on a per capita basis-—-—
living standards and general welfare. Viewed from the perspective
of sources of payment, personal income reveals much about the
relative importance of the various parts of a particular area's

economy as a means of support to the people who live there.

The level, shares, and sources of personal income as they
are now, especially from the recipient's viewpoint, have been dealt
with in the preceding sections of the report covering employment
and poverty levels in the Johnstown ¢!ea. This section shows how
personal income has changed over the years in the Johnstown area
and comparés these changes with those of some other areas. It
also examines the components that make up total personal income.
Comparisons are made of Johnstown with a group of labor market
areas in Pennsylvania whose population in 1960 approximated that
of the Johnstown area. In addition, Johnstown is compared with
the Altoona area, even though the latter's population was less
than half of Johnstown's in 1960, because the two areas are geo-—
graphically close and because they share certain other character-—
istics. The labor market areas to be considered, and their popu-—

-Jn‘tion, are as follows: 113
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Arca 1960 Population
Erie + 250,682
Lancaster 278,359
Reading 275,414
Scranton 234,531
York 238,336
Al toona 137,27C
Johnstown 280,733

Personal income covers all wage and salary payments, labor
fringe benefits, the earnings of business proprietors and self-
employed. persons, and the returns to property owners in the form
of rent, interest, and dividends. In addition, personal income
includes some pavments not made for productive activity or compen-
sation for services rendered (called "transfer payments") such as
social security benefits, unemployment compensation, public welfare,
military pensions, and veterans' allowances. Personal contributions
to social insurance are also payments made on'behalf of an individ-
ual; but they are deducted before wage payments are made, and so
they reduce what is paid out to him by the amount of the contri-
butions. These are shown in the tables below as a deduction from
the personal income total. These tables cover the seven-year

period between 1959 and 1966.

These seven years began and ended in times of naticnal
economic expansion. In between the terminal dates, however, there
were some rather disturbing developments. A prolonged industrywide
steel strike occurred in 1959; a national recession took place in
1960 and 1961; and in 1962 the steel industry suffered badly from
slackened demand. By the end of 1966 the Nation had had five years
of uninterrupted improvement in economic conditions and Johnstown
had had four. Some of the effects of these fluctuations on Johns-
town's economy can be traced in the figures in Table 26.

>

Development of Personal Income in the Johnstown Area

Between 1959 and 1966, personal income in the Johnstown

labor market incrcased 37 percent—-from $429.7 million to $586.8

114
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million. The major types of payments that made up these totals,
and comparablce fipgures for two inteirvening ycars, arce showa in
Figurce 18. The sheve of total dincome representoed by various com-—
ponents has also changed. The changes iun relative importancrs are

as follows:

Labor income (wages, salarices, and fringe bencefite)
increcased as a percentage of total;

Propexty income increased;

Proprietors' income declined:

Transfcxr payments incrcecasced or declined depending
upon whether economic conditions werce bad or
gcod;

Deductions for social insurance contributions increascd.

Labor income and proprictors'’

income together accounteoad
for more than four-fifths of all Johnstown's personal income in
1966. The sourcas of this kind of income can be identificed by
ndustry type, and the relative importance of the various types
are shown as percentages of all earn