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The Siena Colledeesearch Institute (SRI) in partnership with First Niagara Bank conductidgthanual

Survey oPennsylvani@8usiness Leaders betwedlovember 12and DecembeR2, 20®. This report
summarizes the survey methodology, presents the data fronV8t&surveyrespondents, reports thé L y RS E
of Pennsylvani®usiness Leadarsgroups and analyzes current and future confidence among execunas
describes the measured difference in the attitudes and expectations of business leaders in Western and
Eastern Pennsylvania

SRI has for three years conducted a similar study in Upbllte York Executives, economists, academics,
journalists and dlthose interested in business have found these measures to be both valid and reliable
SO2y2YAO AYRAOFG2NA® ¢CKAAd NBLER2NI LINPOJARSA YS! adzN.
for-profit business across Pennsylvania with annual salesd®t $5 million and $200 million. Additionally,

this studyreportsthe expectatios2 ¥ G K2aS odzaAySaa fSIFRSNARA F2NJ 0§KSAN
asset acquisitions, and workforce size as well as their current assessment of their top areas of concentration
and concern.

Methods and Data Collection

SRI developed a universelnfsinesses fromacross Pennsylvania including timetropolitan statistical areas

(a { ') ofAllentown, Erie, Harrisburg, Lancaster, Reading, Philadelphia, Pittsburgh, Scranton anthgork
universe included private, feprofit businesses with yearly s&l of $5 million to 300 million according to
publicly available records. Prior to contacting any of the businesses to request particifiaidiat was
cleansed using the telephone and internet to verify addresses and names of appropriate contabts. Ea
business receivedieannouncement card that described the project followed two weeks later with a survey
invitationthat includedi KA & & S| NDa &adz2NSe o

Each business had the opportunity to respond to the survey by 1) returning the paper survesnicicsed
prepaid envelope, 2) completing the survey on a website developed for that purpose
(www.siena.edu/sri/pacepor 3)completing a requested telephone interviewhose businesses that did not
respond to he mail invitation were then called via telephone with an additional invitation.

A total of 755unigue Pennsylvanidusiness leaders completed the sunthis year, a responsete of five

percent In this report, all businesses located in either the Philadelphia or Allenkd®#/(n=271) are

reported as Philadelphia/Allentown or Eastethoselocated in Pittsburgh or Erie (n=222) are reported as
Pittsburgh/Erie or Western; and those from the remagMSAQ &8 o0y THcH O | NB b i NBLRI
rather grouped together witkall respondents to construct the overall state of Pennsylvania sample. This
decision was made so as to feature the three meaningful groups or areas, Western, Eastern andestatewi

and also given that the remainidSAQ a4 R2 y 20 NBLINBaSyd Fy FylrfedAaol it
rather serve to proportionately represent their share of the state. In addition, while the number of

respondents overall and from both the Phiphia and Pittsburgh areasssifficiently large to draw valid
conclusions, the relatively smaller number of respondents from the dih®AQ yields a higher margin of

error if reported separately. Still, with the sample size caveat, we do report segntifioints of variation

between individuaMSAQ a4 | yR (GKS 2@SNItf adlriSs6ARS ydzYoSNB 6K
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Companies by Industry Categor
Service | 25%
Manufacturing | 17%
Retail | 16%
Wholesale and Distributior- 13%
Engineering and Constructio- 13%
Food and Beverage- 7%
Financial | 5%
0% 5I% 1(I)% 15I% 2(;% 2;%

Description of the Sample

Businesses from the Eastern region (Philadelphia/Allentown) represented 47 percent of the initial sample

and 3 percent of the respondents. Businesses from the Western region (Pittsburgh/Erie2Werxcent of

the sample but 2percent of the respondents and the oth1SAQ & O2 YLINAASR Hc LISNDSy(
35 percent of the respondents. The response rags highest inthiMsAQa 2 F | I NNAaodzZNHZ |
Reading, Scranton and York, followed by Pittsburgh/Erie.

The 755espondents from thestate of Pennsylvanigepresentseven major industry categories.

Service (25%) the industry sector yielding the highest percentage aprendents. Service was followed by
Manufacturing (17%Retail (16%), Engineering /Constructionydand Wholesale/Distribution (28).
Food/Beverage and Financial were represented but each dsegonly7 percent and percentrespectively
of the sample.

Respondents by industry were similarly distributed acrosswleeregionswith some variation.
Manufacturing was high iwestern PA but lower than the state figures in the East. Servicaligatly
higher in the East but lower than the statewide figure in the West.
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Companies by Industry by Regio
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M Service 28% 23% 25%
M Manufacturing 13% 21% 17%
M Retail 18% 15% 16%
H Wholesale and Distributior 14% 14% 13%
M Engineering and Constructio 10% 10% 13%
H Food and Beverage 7% 6% 7%
H Financial 4% 6% 5%

Confidence in the Economy

A major goal of the survey is to measure the current and future confidence of these business leaders in the
economy ofPennsylvanién general, and specifically, as that climate impacts their industry. Each respondent
answered a sequence of four questions that addressed their attitude towards the current economy, as
compared with six months ago, both in general avithin their indugry as well as questions that probed

their expectations of the state of the econorag we move into and through 20b@th in general and in

their specific industry. Each of these four questions had identical response categories.
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e As you think about theurrent business or economic conditiondHannsylvanias compared to six
months ago, would you say they are considerably better, a little better, about the same, a little
worse, or considerably worse?

0 ___ Considerably better
o __ Alittle better

0 ___ Abotithe same

o __ Alittle worse

0 ___ Considerably worse

e Looking forward from today through neyear, that is, the entire 2019ear, how would you describe
your expectations for the economy Rennsylvania

¢ Now thinking specifically about your industry, hawuld you describe the current business or
economic conditions iPennsylvanias compared with six months ago?

e And looking forward from today through the next year, how would you describe your expectations
for your industry here ifPennsylvania

We first show the percentage responses to these questions among the entire sample followed for each
guestionwith the percentagebreakdown byregionfor each question. We then describe the manner in

GKAOK (KS NBaLlRyaSa KI @S 0SSyen@vanadyaS\R Siaza  Q 25y aRISNE

report and compare the index bhggion industry and outlook.

Attitude Towards Current Business Climate
"As you think about the current business or economic conditions in Pennsylvania as compz
to six months ago..."

Considerably better
Considerably worse 204

17%

A little better
24%

A little wor
23%

About the same
35%
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Companies by Region: Attitude Towards Current Busines
Climate
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i Considerably better 3% 3% 2%
A little better 22% 23% 24%
i About the same 37% 30% 35%
H A little worse 20% 25% 23%
Considerably worsg 18% 20% 17%

At first glance these numbers,$h OdzNNBy G FaaSaavySyd Fy2y3a /9hQa 27
things gotten betterorworsey @ 6 S RA&02dzN} IAy I @ a2NB /9hQa on ks>
of late than those (26%) théelieve conditions have improved. Still, 0%ein ten now say that things have
SAGKSN) adl &SR alo2dzi GKS alyYSé 2N 320GSy o0SaGaGSNW
2008 ended that the economy had worsened while only 2 percent then saw improvement. Today, 47

percent of UpstateéNew York business leaders say the economy has worsened as compared to 28 percent

that beieve it has improved. GivénKS &AAYAf I NAGE& 2F G2RIFI&Q& ydzYoSNAE ¢
as well as our knowledge of economic conditions overpthst yearjt followsti K| & t Syyaet @l yAl
would have been significantly lower a year ago as well.

We note little difference by geography on this question with the exception of Pittsburgh/Erie reporting a
slightly higher negative assessment of current condgi

/
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little better. Giventhat30p@®Sy i ' YIAOALI S O2yRAGAZ2Y A NBYlFAYAyYy3
anticipate better conditions than those (25%) that beli@a®nomic conditions will worsen.
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While it remains concerning th&5 perceniof Pennsylvania 9 h Q&4 SELISO( lygaeweKd@eNJ 6 2 NI

GKFG G0KS 2LIXAYAAY NBTESOGSR Ay (KAA ljdSadizy Aa 3
41% worse) today and far greater than New York a year ago (11% better, 17% same, 72% worse).

Interestingly, and perhaps reassuri@gft  / 9 h Q& F LIJISFNJ G2 FSSt Y2NB 2LIAY
doestt5 ISYSNI f Lzt AOd 2 KA %8 thigk $hiePRdnsylvaiigcanoy will Be Y I y &
better next year as those that think it will be wer§23%), among public opiniothe sentiment ifar less

optimistic. Among 625 randomly selected Pennsylvadiats polled in October at the same time as these

surveys were taken,&percentexped over the next twelve months Pennsylvamidl havegood times

financially whileb1 per@nt anticipate bad times.
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Expectations for Pennsylvania Economy
"Looking forward from today through next year... how would you describe your expectatiol
for the economy in Pennsylvania?"
Considerably worse Considerably better
9% 6%

A little worse
16%

A little better
40%

About the same
30%

Companies by Region: Expectations of Pennsylvania Econt
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M Considerably better 8% 4% 6%
H A little better 39% 41% 40%
i About the same 26% 27% 30%
H A little worse 16% 17% 16%
M Considerably worsg 11% 12% 9%
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Attitude Towards Business Climate Within Industry

'...thinking specifically about your industry... current business or economic conditions
Pennsylvania as compared with six months ago?"

Considerably Cortl)selgz:ably
worse ote

17% A little better

20%

A little worse
29%

About the same
31%

Companies by Region: Attitude Towards Business Climate With

Industry
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M Considerably better 4% 3% 3%
H A little better 19% 18% 20%
i About the same 30% 32% 31%
H A little worse 31% 27% 29%
M Considerably worsg 17% 21% 17%
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The third and fourth index construction questions asked respondents to focus on their industry. In the first
2F GK2aS G¢2 ljdzSadAz2yas /9hQa FaaSaa GKS Odz2NNBy i
last, the expectations they have overtisoming year for their industry iBennsylvania

The current assessment of improvement as opposed to worsening economic conditions relative to their
AYRdAzZAGNE FY2y3 /9hQa Aa afAakKiGte g2NAS 6KSy O2YLJ
economy. Where 26 percent feel that the state econorunditions have improved of late, only 23 percent

feel that those conditions have improved for their specific industry and where 40 percent feel that overall
economic conditions have worsened 46 percent say that conditions of late have worsened fandistiry.
h@dSNIXrftsx /9hQa aSS NBOSyd O2yRAGAZ2YaEa & Y2NB RATT

CKS F2tff2gAy3 (GlofS akKz2ga GKS LISNOSydar3asS 2F /9hQa
either improved or worsened ctently or expect those changes in the future relative to their industry.

Current Impact of Economy on Industry Future Expectations for Industry
Better Worse Better Worse

Industry

Eng/Const

23% (7%)

50% (18%)

39% (6%)

30% (7%)

Manufacturing

28%(2%)

42% (22%)

39% (5%)

24% (7%)

Retail

23% (4%)

47% (15%)

49% (8%)

28% (8%)

Service

22% (2%)

48% (16%)

36% (4%)

33% (11%)

Whole/Dist

23% (00

44% (15%)

39% (2%)

219% (10%)

() indicate percent that stated considerably better/worse

Future Expectations Within the Industry 2010

"...looking forward through next year, how would you describe your expectations for yo!
industry here in Pennsylvania?"

Considerably worse Considerably better
8% 6%

A little worse
19%

About the same
32%

A little better
35%
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Companies by Region: Future Expectations Within Industr
2010
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i Considerably better 7% 5% 6%
H A little better 35% 32% 35%
i About the same 30% 32% 32%
H A little worse 20% 20% 19%
H Considerably worsg 8% 11% 8%

/ 9hQa KI @S |y 2LWGAYAAGAO FLIWNFA&LE 2F GKS ySEG (o
3:2 with 41 percent arguing thaixpectations for their industry are either a little or considerably better as
comparedto 27 percent that expect aalitions in their industry to get a little or considerably worse. About
one-third expect conditions to remain the same. Expectations are slightly higher in the Philadelphia area as
compared to the Western part of the state. Still, overall there isigtgikegional similarity.

By industry, Manufacturing has the most positive outlook on how recent conditions have affected their
industry with 28 percent saying things have gotten better as compared with 42 percent saying conditions

have worsened Engineering/Construction and Service expressed the most negative current position with
Y2NB GKIFIy (G46AO0S Fa Yirye /9hQa aléAy3d GKIFG O2yRAGA
industries that say conditions have improved.

Looking to the futureS @3S N® Ay RdzZa GNE KIF & Y2NB /9hQa aleéeiay3da (Kl
next twelve months than those that expect conditions to worsen. Leading the industries is Retail with 49
percent anticipating better times this year as against only 28¢& that predict bad times. Service stands

out as the least optimistic with only 36 percent anticipating better conditions compared to an almost equal

33 percent still thinking economic conditions will worsen.

h@SNFftx RSALIAGS ftnndg ® anficizyievdis@ningcanditiolshthe dact diat i

plurality believe conditions will improve within their industry demonstrates a growing albeit guarded
2LIAYAAY Ay GKS tSyyaeftdryil SO02y2Yed avethNdR thé y R Y
economy and their place in it will improve.
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Index of Pennsylvania Business Leaders

/ 9hQa Ay tSyyaetgdryiAl KIFIGS gAGKAG22R 'y SO2y2YAO
Of SIFNJ GKI G Y2NB / 9 h Qditions Hakefwbrseadd dver ik lasii six SnGnghy & Yoingare® 2 y
to those that say things have gotten better. But, when treating those that now say things have either stayed
the same or improved whether overall or in their indusff, percent or more indicatthat the worst is in

their view, over. Looking to the future, over 40 percent now say that over the next yearaheray will

improve and 73 percerdr more say that Pennsylvania and their industry within the state economy will not

have aworseningyedr ¢ KSaS AYRAQDGARIzZ f ljdzSadAazya LRAyd G2 3
Pennsylvania.

In order to facilitate discussion of this data as well as to compare business leaders in opne féd§on and

in one industry with anothemnve construct and report th Index ofPennsylvani&8usiness Leaders. The index

is based on these four questions that measure current attitudes and future expectations both of the state
economy and within industry prospects. We build the index by establishing a relationship beteeen
percentage of respondents that see or expect improvement with those that recognize or anticipate decline.
The index for the entire sample or of any identified subset can be determined and ranges from an absolute
low of zero to a high of 200. Ifedua ydzYo SN&E 2F NBaALRYRSyda AyRAOIGSR
guestions the index would be 100. Thenef@ny score below 100 points demonstratesre respondents

seeing and/or expecting things to worsen as opposed to improve.

In constructing therdex ofPennsylvanid.eaders, we provide three separate indices; the overall, the current
(based on the two questions that assess attitudes towards the current climate as compared to six months
ago) and the future (based on the two forward looking questions).

The overall Indx ofPennsylvani@usiness Leaders99.6in 2009. As a measure of overall confidence,

t SyyaetoglryAlr /9hQa aAiAd NRAIKG Fd GKS YARLRAYyG 0Sis
overall index is considerably lower at 86.4 in 2009 but umfeofrightening low 39.0 in 2008Vhile

t Syyaet gryAiAlQa 208Nl ft AyRSE tN&drénindd@alesBeowthe ( (K
index breakeven point of 100 at a rate of 82.3. It is the collective confidence in the future as measured

the future index of 117.0 that draws the overall index score higher.

LyGSNBadAYIt&s b Gal)isrdaiki@s YOENNS ile XoEh I By YAl Q4
difference is in future confidence where New York remainghel G KS wmnn YIFNJ F 4 dn oy
/ 9hQa NBEO2NR wmMMT ®n

No doubt seeing a current index below 100 remains an honest assessment adBtodaketplace. For many,
conditions have worsened over the last year or six months. Still, as that index toaagds 100 we see

GKFG FS6SNI/9hQa FNB al@dAy3d GKIFIG O2yRAGAZ2YEa O2y (A
dSSAy3 +y AYRSE 4SSttt 20SNIwmnn AYyRAOIGS& GKFG FI NJ
improve over the neixyear than to worsen. Recovery is a product of future confidence that moves from a
sentiment to a reality which ultimately will be validated with increasing current confidence. Today,
Pennsylvania demonstrates an overall optimistic sentiment that gdlishin a recovery.
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82.3

117.0

Future

Overall Index Current Index Future Index

PennsylvaniaOverall 99.6 82.3 117.0
Western, 94.0 77.0 111.0
Pittsburgh/Erie

Eastern, 98.7 80.6 116.8
Philadelphia/Allentown

Allentown 97.4 74.5 120.4
Erie 90.6 77.5 103.8
Harrisburg 108.1 93.2 122.9
Lancaster 98.7 86.2 111.2
Philadelphia 99.0 82.0 116.0
Pittsburgh 94.8 76.9 112.6
Reading 93.5 79.0 108.1
Scranton 110.3 88.8 131.9
York 116.4 95.7 137.1

Overall, current and future confidence is slightly greater in Eastern than it is in Western Pennsylvania. Still,
both Eastern (Philadelphia/Allentown) and Western (Pittsburgh/Erie) are lower than the statelada w

given the higheconfidence of HarristeNA X { ONI y G2y | yR |, 2N] @ lY2y3 (K2
(Harrisburg (59), Scranton (58) and Lancaster (58)), Scranton has the greatest overall confidence at 110.3,
Harrisburg the greatest current confidence at 93.2 afwtkthe highest future at 137.1

Interestingly, the lowest confidence of any single MSA is Erie at 90.6 overall, 77.5 current, and 103.8 future.
¢tKSaS ydzYoSNBE IINB Y2NBE aAYAEFNI G2 ! LBAGIGS bSse |, 2N
9 point margin in future bodes well for it when compared to all of upstate New York and even more so when
O2YLI NBR (G2 .dzZFFlI 22 bSg ,2N]l Q4 1Thdc 20SNIfftx TmMOD

Siena College Research Institet®r. Donald P. Levy, Director
www.siena.edu/sri Pagell



