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About IEDC

The International Economic Development Council (IEDC) is a non-profit membership
organization serving economic developers. With 5,000 members, IEDC is the largest
organization of its kind. Economic developers promote economic well-being and quality of life
for their communities by creating, retaining and expanding jobs that facilitate growth,
enhance wealth and provide a stable tax base. From public to private, rural to urban, and
local to international, IEDC’s members are engaged in the full range of economic development
experience. Given the breadth of economic development work, IEDC members are employed
in a wide variety of settings including local, state, provincial and federal governments, public
private partnerships, chambers of commerce, universities and a variety of other institutions.
When IEDC succeeds, members create high-quality jobs, develop vibrant communities, and
improve the quality of life in their regions.

Overcoming the Workforce Conundrum

This paper aims to provide a brief overview of the current U.S. labor market and background
as to why the nation is grappling with a workforce conundrum. Undeniably, human capital is
a valuable asset and shifts in the 215t century spotlighted the importance of nurturing a skilled
workforce pipeline to ensure economic mobility for workers and increase revenue for a
community. But the U.S. has not kept pace with other countries in terms of training the
workforce for the future, and the shortage of qualified talent has challenged economic
development organizations since the Great Recession.

The Covid-19 pandemic exacerbated the workforce dilemma across the nation, laying bare
inherent inequities. As such, overcoming the workforce conundrum is imperative for any
meaningful economic recovery. Having a skilled workforce broadens economic opportunities
and fosters a community’s resilience to future disruptions. Our nation’s economic
development organizations are vital actors in helping to keep businesses of all sizes afloat and
in advocating for cross-sector strategic partnerships for workforce development. As the
economy resets, practitioners will be the critical link in helping workers and firms adapt to
transformations in the labor market.
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The Workforce Conundrum

Human capital is a valuable asset that can enhance a location’s competitiveness and in 2019,
the Brookings Institute reported that the collective knowledge of the U.S. population was
worth approximately $240 trillion, exceeding the value of other inputs to economic growth.
Manifestly, having a qualified workforce supports economic mobility for workers and
enhances the quality of life for a community. However, since the turn of the 21t century
human capital has been tested by globalization, offshoring, rapid advances in technology
and a global pandemic. This led to a decrease of jobs, but an increase in productivity, as
workplaces moved towards digitization and automation.

Despite indications that certain skills would not be relevant in the future, the U.S. was not
keeping pace with other nations in terms of training a workforce for imminent changes, and
labor imbalances have been negatively affecting economic growth. The Bureau of Labor
Statistics (BLS) data has shown that the U.S. labor force participation (LFP) rate has steadily
declined since the Great Recession.! Whereas the U.S. unemployment rate was 6.1% for
April 2021 - a notable improvement from the April 2020 rate of 14.7% during pandemic
related shutdowns - the LFP rate demonstrates something different.

e The LFP rate was 67.3% in 2000, and dropped to 62.9% in 2018. By June 2020, the
LFP rate was 61.5% and rose by a fraction to 61.6% in May 2021, despite the reported
improvement in the unemployment data.?

Notably, the conventional U.S. unemployment rate does not take into account undocumented
workers, discouraged workers, the working poor, the long-term unemployed and
underemployed. In February 2020, there were 1.1 million long-term unemployed,
representing 19% of the total unemployed, despite the concurrent national unemployment
rate of 3.5%, illustrating that a large swath of underutilized workers did not have adequate
opportunities in the labor market.? Ostensibly, the pandemic exacerbated the situation as
businesses leveraged technologies for remote work and enhanced e-commerce.

The Uneven Landscape

As baby boomers left the workforce and technology changed the workplace at the turn of
the 213t century, few communities had blueprints in place for the new economy. In some
places, positive unemployment data in the years after the Great Recession encouraged
leaders to simply continue with the status-quo. The pandemic underscored the deficiencies
of that approach, as inequalities that linger below the surface during good times are often
exposed during a disruption, and the pre-COVID positive economic figures masked some
realities.

While the Great Recession officially ended in June 2009, over a decade later many Americans
were still struggling, despite soaring corporate profits. Those who were most impacted by the

1The LFP rate refers to the number of people available for work as a percentage of the total population.
2 For reference, the national unemployment rate hovered between 9.5% and 10.1% at the peak period between 2009-2010.
3 BLS defines long-term unemployment as an ongoing spell of unemployment that has lasted 27 continuous weeks or more.



Great Recession found it tough to bounce back, and this unevenness spurred pockets of
inequity and poverty in communities across the U.S. Therefore, many were still distressed
when the Covid-19 pandemic hit, and the reports of pre-pandemic low unemployment rates
belied the difficulties for economic development practitioners and regions to attract qualified
talent.

Today, many communities lack appropriate education and job-training programs that align
with employers’ needs and shifts in the labor market. Already in 2019, IBM estimated that
by 2022 approximately 54% of all employees would require significant reskilling and/or
upskilling.* The McKinsey Global Institute (MGI) likewise suggested that as many as 375
million workers would need to switch occupational categories by 2030, due to automation.

e The Manufacturing Institute and Deloitte also have reported that nearly 3.5 million
manufacturing jobs will likely be needed in the economy, and 2 million jobs may go
unfilled due to the skills gap.

The National Skills Coalition reports that 52% of jobs require training beyond high school,
but less than bachelor’s degree. Yet, only 43% of workers are receiving relevant training,
and according to the Conference Board, just one worker is entering the trade industry for
every four that leave.

e BLS reports that in all trades combined, 62% of employers in the skilled trades are
struggling to fill important positions.

The living standards of many American workers have not matched the country’s overall
economic growth.

e If the minimum wage had kept up with U.S. productivity growth since 1968, it would
be over $24 an hour today, according to the Center for Economic Policy research.

The widening wealth gap has notably inhibited the buying power of Black and Latinx people.

¢ The National Equity Atlas reports that this wealth gap has cost the U.S. economy about
$2.3 trillion per year. Meanwhile, at least 55 of the top companies paid nothing in
federal income tax in 2020.°

The workforce dilemma is even more complex today. Some sectors may never recover to full
employment, based on changes in consumer behavior and technological advances. The labor
market is tighter, and BLS reports that the number of job seekers per job in the Northeast
region fell to 1.2 this March from 4.9 in April 2020.

e The ManpowerGroup’s 3Q 2021 Employment Outlook Survey shows that 70% of
firms have difficulties in hiring skilled workers.

4IBM Training Newsletter, “Artificial Intelligence presents an opportunity not a threat (Part 1)”. August 2019.

5 “55 Companies Paid $0 in Federal Taxes on 20202 Profits”, Institute of Tax and Economic Policy, M., Gardner, S., Wamhoff,
April 2021



Hence, despite the fact that there are over 9 million people out of the labor force, there are
many businesses that cannot find workers, especially in the hospitality/restaurant,
manufacturing and construction sectors. The reasons span from a dearth of childcare options,
to unemployment benefits providing a similar income to wages, to insufficient skills needed
for available jobs, to unsatisfactory wages being offered.

Moreover, many workers lack both paid leave and the ability to work from home. This has
most impacted part-time workers, the youngest and oldest people in the workforce, women
and workers who fall below the 25th percentile of earnings.

e The Shecession refers to the impact of the pandemic-related downturn on women,
and in the first months of the pandemic, more than 2.3 million women left the labor
force, bringing the women’s LFP rate to 57%, the lowest since 1988, according to the
National Women’s Law Center.

o Despite job gains in 2021, there are still 1.8 million fewer women in the
workforce today than in February 2020.

Likewise, with many others working remotely since the pandemic began, migration patterns
in the U.S. shifted. Updater’s 3rd Annual Moving Destinations Report demonstrated that
smaller cities attracted more people, as remote workers sought less dense areas.

e Regions like Spokane, WA, Raleigh, NC, and Fort Meyers, FL saw spikes in their
populations.

The pandemic has additionally highlighted the severity of the nation’s digital divide as a hurdle
to economic inclusion and opportunity. Internet access is a necessity just like electricity and
is critical for workers, senior citizens seeking telemedicine options, students learning virtually,
entrepreneurs, and displaced workers seeking to gain access to unemployment forms or to
apply for a job online.

e Forbes predicts that by 2025 about 70% of the workforce will work remotely - at least
part of the time - but, the FCC estimates that 30 million Americans do not have
broadband access. In some rural areas, 6 in 10 do not have an internet connection.

Fostering the Workforce

Over the past twenty years, economic development organizations (EDOs) have adjusted to
economic and social shifts to maintain their community’s competitive advantage in the same
manner that business leaders balanced global changes in supply chains and corporate
models. The nation’s competitiveness hinges on the ability to be innovative and resilient in
the face of disruptions, and EDOs are the primary resource for site selectors and private
sector leaders seeking to establish or relocate a business. EDOs assist with pertinent services
that range from site grant financing, business incentives and talent attraction.

Significantly, the presence of a qualified workforce has been a primary consideration for
corporations seeking a new location in this competitive economy, and will become even more
important over the next five years, according to a recent report from the Site Selectors Guild
and Development Counsellors International.



e IEDC’'s 2020 Annual State of the Industry Survey demonstrated that 65% of EDOs
found the lack of a qualified labor force to be their number one challenge, keeping with
the trend in the survey results since 2014.

The recent transformations in the workforce landscape have impelled economic development
professionals to be more creative in developing comprehensive strategies that address
technological innovation, assist displaced workers, close the skills gap and keep local
businesses solvent. In addition to assisting local firms, best practices that EDOs undertook
to support resiliency and recovery have included:

e Advocating for and facilitating equitable cross-sector strategic partnerships to help
workers and firms transition to shifts in the labor market.

e Rewriting strategic plans to reflect immediate short-term and longer-term needs.

e Marketing the region to remote talent.

¢ Doubling efforts to encourage economic inclusion.

Importantly, the issues of racism and inequity are priorities for IEDC and its members, and
the organization is partnering with the Rockefeller Foundation for an Equitable Economic
Development Playbook that will aim to eliminate racial disparities and center equity as the
way forward in economic development.

In terms of attracting firms and investment, organizing a state economic development
strategy around the nurturing and placing of talent is indispensable.

e In Missouri, the state's "Show Me Strong Recovery” Plan, was designed as a
coordinated effort to reopen and rebuild the economy in the midst of the pandemic.
The region’s skilled talent, strong technology ecosystem and the relationships between
government, business, academic and community partners made St. Louis an attractive
place for Accenture Federal Services (AFS) to select for a new Advanced Technology
Center in June 2020, creating 1,400 new technology jobs.

e The Ohio to Work initiative was launched in September 2020 as a pilot program in
Cleveland - Cuyahoga County. The program brings together JobsOhio's network
partners, several non-profits, the Urban League of Greater Cleveland, and an array of
employers to support workers displaced from jobs during the pandemic. This includes
enhancing existing resources, linking workers to jobs through evaluation tools and
coaching, and providing workers with a mix of accelerated training and financing.

Regions with a high volume of workers in the hospitality/tourism sectors were adversely
impacted by the pandemic, and diversifying the local economy is essential.

e In Broward County, Florida, the Prosperity Partnership was established with local
businesses and community partners to drive a strategic plan for economic mobility,
high wage jobs, entrepreneurship and global competitiveness. In April 2021, the
Federal Reserve Bank of Atlanta signed a Memorandum of Understanding with the



Greater Fort Lauderdale Alliance Foundation to help support economic mobility in six
of the most economically challenged zip codes in the county.

Since the Great Recession, Community College and EDO partnerships with industry have
proven to be crucial to developing a qualified workforce. The 2020 IEDC State of the
Industry survey highlighted the value of these collaborations, with 69% of respondents
stating that they worked with Community Colleges to offer training programs. For instance,
when Hyundai Motor Manufacturing Alabama announced a $410 million, 200-job expansion
in 2019 in Montgomery, AL, it was largely due to the local schools’ focus on science,
technology, engineering and math (STEM) education that ensures training, certifications and
apprenticeship programs.

e In September 2020, Alabama was one of eight states to win a $17.8 Reimagine
Workforce Preparation (RWP) grant through the coronavirus relief bill. The Alabama
Community College System (ACCS), the Alabama Technology Network (ATN)
and Alabama Industrial Development Training (AIDT) will deliver training programs
over a three-year period to ensure a robust workforce pipeline in the state.

Apprenticeships could help to offset the impact of the pandemic on the next generation of
workers, and they have been gaining ground as tool to enhance economic opportunity. In
2019, U.S. colleges received $183 million to expand apprenticeship opportunities.

¢ At Dallas College in Texas, programs align with the identified needs of industry and
the community. The college has a goal of 50,000 apprentices by 2030 in key sectors
like construction, healthcare, IT, manufacturing and logistics. In 2021, the college
began a partnership with Amazon to offer mechatronics and robotics apprenticeships
to prepare for in-demand jobs.

For those disadvantaged by inefficient or no broadband access, at least 40 Governors
launched new broadband initiatives and program expansions in their state budget proposals
in 2021. In addition, recognizing that communities that can attract the remote workforce are
set to prosper in the post-pandemic economy, some regions are offering local and statewide
remote worker incentives like relocation reimbursement or grants, tax breaks, housing
assistance, and a strong broadband infrastructure.

e The Tulsa Remote program in Oklahoma - initiated in 2018 - saw a 36% increase in
applications when the pandemic began. In 2021, it launched an additional home
ownership program to provide select recipients with $10,000 to put toward buying a
home.

o Following the lead of the Tulsa Remote program, West Virginia kickstarted a
program in October 2020 to lure people to live in the state. It offers out of state
participants $12,000 and free access to outdoor recreational activities.

In this period of extraordinary uncertainty, economic developers will continue to adapt and
revise strategies to overcome the workforce conundrum and boost the competitiveness
of regions across the nation. IEDC will concurrently continue to provide vital resources, tools
and guidance to its members in order to help them achieve their missions.



