Part I.
March 2015

Introduction
The national press and local newspapers typically report the damage from the Great Recession of 2008 with statistics and
stories the average adult can readily relate to: lost jobs, lost homes, and lost retirement savings. The recession’s impact on the
nation’s small businesses and their owners seems to receive less frequent and less probing coverage, at least outside of specialized or
1
academic publications. Of course, not everyone is a small business owner. But given that by some estimates small businesses employ
half the private workforce and have generated over half of net new jobs, the fate of such firms should concern us all.
This three part series of reports is about loans, or “debt capital” in the parlance, a very necessary ingredient to the continued
success of a small firm. Many small businesses and owners do not have good access to private equity outside their own pockets or
those of their friends, family, or close associates. Thus they continue to be dependent on traditional debt capital from banks (along
with other forms of business finance) to maintain cash flow over normal business cycles, to fund the development of new products
and processes in order to stay competitive, and to seize opportunities and grow. When debt capital dries up, some businesses fail and
others miss out on opportunities to grow. In the end, people miss out on jobs that might have been retained or created.
Because the welfare of small businesses matters to the economy, and because small businesses are still reliant on traditional
debt capital, this report examines trends in bank lending to small businesses in Allegheny County and fifteen of its peers during and
since the recession. Trends in employment, firm size, and other relevant economic indicators are also examined at a high level for
context.
This analysis originated from a student project for a revolving loan fund serving Allegheny County. Two questions that
emerged from the project included whether demand for debt capital (and gap financing in particular) from small and medium sized
businesses in the County had finally “recovered” from the recession, and to what degree supply met demand.
The data necessary to fully answer these questions was and is not available. But the since the subject seemed worthy of
further investigation, the Center for Economic Development decided to take a second look. The first report begins the series by
setting the context for lending activity with a quick assessment of aggregate economic indicators for each of the sixteen areas. The
second report in the series will provide a brief analysis of small business lending, based on loan data collected from lenders under the
Community Reinvestment Act (CRA). The third brief will compare patterns and trends in small business establishments at a high level.
The series will conclude with key findings and suggestions for further research. Comments and suggestions from local policymakers,
practitioners, and academics interested in this space are very welcome and should be sent to glagana@andrew.cmu.edu.

Selection of Urban County Areas
To put Allegheny County’s trends in context we compared them to fifteen other “urban county areas”. These fifteen areas
were a convenience sample based on the benchmark regions of Pittsburgh Today (http://pittsburghtoday.org/), a long running
website started by John Craig, former editor of the Post-Gazette, and Paul O’Neil, former Treasury Secretary of the United States.
Pittsburgh Today features a “dashboard” of aggregate indicators that allow the user to compare the seven county Pittsburgh region to
fifteen peer regions along a number of dimensions. Indicators are presented for the arts, demographics, education, housing, public
safety, transportation, health, government, environment, sustainability, positivity (social media coverage), and the economy. The site
tracks several economic indicators, but not business loan activity (although it does track bankruptcies).
The regions covered by Pittsburgh Today include: Pittsburgh, Philadelphia, Boston, Baltimore, Cleveland, Cincinnati,
Columbus, Detroit, Indianapolis, Kansas City, St. Louis, Milwaukee, Minneapolis, Denver, Charlotte, and Richmond (VA). Each is a
multi-county metropolitan area. Many of these regions are anchored by “rustbelt” Midwest and Northeast cities with industrial
legacies, with populations comparable to Pittsburgh. Also included are regions in the South and West like Charlotte, Richmond,
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See for example: “The State of Small Business Lending: Credit Access during the Recovery and How Technology May Change the Game”: Working Paper 15-004, Mills
and McCarthy, Harvard Business School, July 2014.
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Kansas City and Denver. Although not in the rustbelt, cities in these regions are of comparable scale to Pittsburgh, and serve as peers
in governance and as competitors for jobs, people, and entrepreneurs.
Since we were interested at loan activity at the county level, we limited our analysis to loans received within what we call
“urban county areas”. Generally these are just the county or counties that contained the core cities of each region. In most cases,
this was simply the county that contained the city proper. For example Allegheny County wholly contains the City of Pittsburgh, and
2
Cuyahoga County wholly contains Cleveland. In some cases, such as our selection of Jackson County (the Missouri side of Kansas
City) only a portion of the actual urban core is assessed. In the case of Richmond an additional county was added to the core city and
3
county to “construct” an area comparable in population to the others. The composition of each area is shown below.
Core City
Pittsburgh, PA
Philadelphia, PA
Boston, MA
Baltimore, MD
Cleveland, OH
Cincinnati, OH
Columbus, OH
Detroit, MI
Indianapolis, IN
Kansas City, MO
St. Louis, MO
Minneapolis, MN
Milwaukee, WI
Denver, CO
Charlotte, NC
Richmond, VA

Counties and independent cities included in the
“urban county area”
Allegheny County
Philadelphia County
Suffolk County
Baltimore County, Baltimore city
Cuyahoga County
Hamilton County
Franklin County
Wayne County
Marion County
Jackson County
St. Louis County, St. Louis city
Hennepin County
Milwaukee County
Denver County
Mecklenberg County
Richmond city, Henrico County, Chesterfield County

There are many reasons why one county might experience different patterns and trends in small business lending than
another. The degree and nature of lending in any given area is driven by such factors as the number, assets, financial condition,
business strategies, lending policies of individual lenders that do business in the area (supply), and the number, financial needs,
financial conditions, available collateral, credit worthiness and credibility of local borrowers (demand).
For the supply side, the presence and prevalence of a banking sector in an area, the capacities and appetites of banks in the
sector for small business lending (vs. other lines of business), the extent to which loan officers are locally focused (e.g. conduct
relationship banking and/or participate in community development initiatives), whether or not a bank is headquartered in an area,
and (in theory) the current state of bank compliance with federal regulations such as the Community Reinvestment Act all influence
local bank policies and the numbers and amounts of loans disbursed. All of the above are also likely influenced by corporate-level
bank responses (regarding lending) to the recession, federal monetary responses to the recession, and recovery. On the demand side,
the number, nature, interdependence, and vitality of the small businesses in the area also matter, as do local economic conditions,
including how the base industries of each area weathered the storm.
In fact many of the areas examined in this report exhibited small, sometimes minute changes and differences across the
measures inspected. There are reasons to expect that economic trends, including small business lending trends, might be similar for
some of the areas selected. One is that this particular set of areas purposely contains many places that have similar scales,
economies, and industrial heritages. The other reason is that on the supply side, at least initially, many banks appear to have
4
responded to the unfolding crisis in a similar way: pulling back hard from small business lending. Also, even before the Great
Recession, the structure of the broader banking industry as a whole was changing in ways that had implications for small business
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Note that such a selection excludes urbanized areas inside of the MSA but outside the core county.
The areas we selected for analysis are by no means definitive, and other reasonable choices could have been made. Limiting the analysis to core areas rather than
entire regions also may have occluded some important parts of the story that the numbers seem to be telling us.
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See for example “Small Business Still Reeling from Credit Crunch”, CNBC, http://www.cnbc.com/id/101009116 accessed March 2015. As one interviewee for this
story put it, "When the banking industry gets soft and becomes risk adverse, small business lending is the first to go and the last to recover."
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lending nationwide. Despite these similarities, as we shall see, some of these areas are “not like the others”, or at least “not like
Pittsburgh”, in striking ways.
Scope
Conducting a comprehensive assessment of economic, demographic, small business, or banking industry trends and how
they might have influenced lending in each area was not within the scope of effort available for this report. Instead, this series offers:
a quick, dirty, and very aggregate analysis of a limited number of economic indicators for each urban county area, including
population, employment, unemployment, and employment in the finance and banking sectors (Part I);
an assessment of patterns and trends in the number, amount, and recipients (by firm size) of small business loans in each area
according to CRA data (Part II); and
a brief and high level look at patterns and trends in business establishments by size in each area, with a focus on smaller
businesses, including non-employers (ex: sole proprietors) (Part III).
Most figures presented are annual (or annualized), and for the time period from 2007 to 2013. Most percentage figures are
presented in or rounded to the nearest percent or tenth of a percent. In the text, urban county areas will be referred to by their
primary cities for easier reading. Although this series purposely sticks with relatively aggregated data, more detailed investigations
may follow depending on public interest and the time available to the Center for continued research.

Results in Brief
The numbers for Part I confirm many things about Pittsburgh’s recession experience you may have already read about from
the local newspapers. The good news is that Pittsburgh did not lose as many jobs as most of its peers during the recession, it ended
the 2007-2013 period with significant growth in its banking sector, and maintained an unemployment rate below the national
average. The not so good news is that its estimated population remained flat, and its unemployment rate, while still under the
national rate, slipped against its peers by 2013.
As for Pittsburgh’s peers, there are those to keep an eye on, those to envy, and those to sympathize with.
Which bear watching? Charlotte remains a top peer competitor to Pittsburgh in the banking business. The numbers suggest
that Pittsburgh has yet to overtake Charlotte in banking employment, and Charlotte’s population and overall employment growth
between 2007 and 2013 outpaced our own. However, from 2007-2013 Pittsburgh’s banking industry enjoyed a larger increase, and it
ended 2013 with a lower unemployment rate. Like Pittsburgh, St. Louis and Cincinnati experienced little population growth, but
notched significant gains in banking employment. As of 2013 however, neither St. Louis nor Cincinnati had managed to recover the
employment levels they enjoyed before the recession, while Pittsburgh did and (again) enjoyed a lower unemployment rate than
both. Philadelphia, like Pittsburgh, also did relatively well during the worst of the recession and it enjoyed stronger population
growth. However it also suffered a large drop in banking employment, and a ballooning unemployment rate relative to its peers.
Perhaps the peer to be most envious of, at least for this set of indicators, is Minneapolis. It enjoyed a trifecta of above
average population growth, employment growth, and banking growth, while ending 2013 with the only unemployment rate out of the
group under 5%. On the other end of the stick are Cleveland and Detroit, suffering large population and general employment losses,
and even stiffer banking employment losses over the study period. The numbers for all of the above and more are below. The
remainder of the report provides more tables, charts, and discussion for the detail oriented.
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Population
According to population estimates from the Census, from 2007 to 2013:


The populations of Pittsburgh, Cincinnati, and St. Louis populations remained relatively flat (under +1%);



Cleveland and Detroit were the only areas estimated to have lost population at around -3% and about -7% respectively;



seven areas exceeded the rate of population growth rate for the United States (about 5%), starting with Indianapolis (5%),
including Minneapolis, Richmond, Columbus, Boston, and led by Charlotte, and Denver (both about 15%); while



four other areas grew more modestly, including Baltimore (2%), Kansas City, Milwaukee, and Philadelphia (4%);

Employment
On the employment front, along with the rest of the country, most areas hit rock bottom in 2010 and began to recover
thereafter. As of 2013, however, only seven areas had gained back the level of employment they enjoyed in 2007. Of these seven:


Pittsburgh and Philadelphia had recovered by 2013, just exceeding their 2007 employment level by a few percentage points;



employment in Pittsburgh and Philadelphia also enjoyed “softer landings” circa 2010 than their peers;



Columbus, Denver, and Minneapolis employment levels experienced harder landings, but appeared to match Pittsburgh’s
recovery by 2013;



Richmond and Charlotte also fell harder than Pittsburgh and Philadelphia, but they hit bottom in 2009 rather than 2010; and



employment in Richmond and especially Charlotte noticeably outpaced the other five areas by 2013 (ex: while Pittsburgh had
recovered 1% more employed persons, Charlotte recovered 7%).

As of 2013, nine had peers yet to recover 2007 employment levels, with St. Louis (-7%), Cleveland (-7%), Cincinnati (-9%), and Detroit
(-9%) farthest out from pre-recession levels.

Unemployment
While seven areas recovered their pre-recession employment levels by 2013, all sixteen still had higher unemployment rates
in 2013 than they did in 2007, as did the country.
In 2007:


ten areas had unemployment rates within a percentage point of the national rate of 4.6%;



Boston, Baltimore, Denver, Minneapolis, Pittsburgh, and especially Richmond (3.1%) enjoyed unemployment rates below the
national rate; and conversely



Detroit was at 8.6% unemployment before the even recession began.

By 2013:


eleven areas still had rates within a percentage point of the national rate, but that rate was higher at 7.4%, all rates were
higher than 2007 rates, and the range of rates was wider;



four areas where increases in unemployment rates outpaced the increase in the national rate (+2.8%) included Indianapolis
(+3.1%), Charlotte (+3.4%), Baltimore (+3.6%), and Philadelphia (+4%);



the rates for Cincinnati, St. Louis, and Columbus dropped below national rate by 2013, while Baltimore’s rate exceeded it;



Minneapolis enjoyed the lowest rate of all areas at 4.7%, the only rate to drop below 5%, a figure near its 2007 rate of 4.2%;



Philadelphia and Detroit had the highest rates of 10 and 10.5% respectively; and



Pittsburgh’s rate went from 4.1% in 2007 to 6.5% in 2013, still under the national rate, but slipping in rank from 2 to 4
lowest unemployment out of its peers.

nd
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Banking Presence
For the finance sector, broadly defined as NAICS sector 52, “Finance and Insurance”, the following differences and changes
were noted.
In 2007:


fourteen areas had disproportionately larger shares of employment in finance than the nation as a whole (about 5%), with
Kansas City (8%), Columbus (8%), Minneapolis (9%), and Charlotte (11%), and Boston (15%) leading the pack, with location
quotients (LQs) for these five ranging from 1.5 to 2.8; while



only two areas had shares of finance employment under the U.S. share: Cincinnati and Detroit, with LQs of .95 and .78
respectively.

By 2013:


seven areas saw substantial percent decreases in employment in this sector, including Indianapolis (-9%), Boston (-12%),
Baltimore (-13%), Detroit (-13%), Milwaukee (-15%), Philadelphia (-15%), and especially Cleveland (-20%);



four areas experienced increases in employment for the sector including Cincinnati (+11%), St. Louis (+7%), Pittsburgh (+6%),
and Minneapolis (+2%); and



Boston, Cleveland, and Philadelphia registered the largest decreases in sector location quotient, Cincinnati, St. Louis,
Pittsburgh, and Minneapolis registered the largest increases, and Charlotte’s remained basically unchanged.

For the more narrowly defined industry group NAICS 5221, “Depository Credit Intermediation”, a category that encompasses most
banks engaged in small business lending save for credit card issuers, the following differences and changes were noted.
In 2007:


only seven areas (vs. fourteen for NAICS 52) had disproportionately larger shares of employment in this industry than the
nation as a whole, although range of shares was much smaller, with Charlotte (5%), Boston (3%), Pittsburgh (3%) and
Cleveland (2%) leading the pack; and



the range of location quotients was much wider, led by the same four above Charlotte (2.9), Boston (1.9), Pittsburgh (1.8),
and Cleveland (1.4), with Cincinnati (.56) bringing up the rear.

By 2013:


seven areas saw substantial decreases in employment in this industry, including Indianapolis (-9%), Richmond (-9%), Boston (13%), Milwaukee (-16%), Philadelphia (-23%), Detroit (-33%), and Cleveland (-35%);



while Baltimore experienced a -13% drop in employment in the overall finance sector, but by 2013 its employment level in
this more narrowly defined industry was the same as it was in 2007;



five areas saw substantial percent increases in employment in this industry, led by Cincinnati (+113%), and including
Minneapolis (+38%), Kansas City (+29%), and Pittsburgh and St. Louis (both +14%);



four areas registered the largest increases in their location quotient for the industry, led by Cincinnati (which leapt from .56
to 1.3), and also including Minneapolis, Kansas City, Pittsburgh, and St. Louis;



five areas saw substantial LQ decreases, including Milwaukee, Boston, Philly, Detroit, and especially Cleveland (each of these
except Boston ended 2013 with LQs nearing or below 1.0); and



Charlotte experienced only a modest increase of employment in this sector of 2%, but it maintained the highest LQ of the
peers at 3.0.
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I.A. Population Trends
The chart below is based on estimates produced by the U.S. Census Population Estimation Program (PEP), sorted by 2013
6
figures. The figures are only estimates, constructed from several data sources. Only three years of numbers are shown, but together
they give us an adequate picture on what the Census thinks happened with respect to population growth or decline during the time
7
period.

Despite their role as peers, the areas certainly vary in population size. Eight areas started and stayed over 1M (purple line)
through 2013. The remaining eight started and stayed under 1M. Wayne County, home of Detroit, had the largest estimated
population in 2007 at 1.9M, and while it dropped it was still largest by 2013.
Also, at least according to the PEP, the populations of these areas are not all moving in the same direction. The table below
provides more details about the absolute and percentage change from 2007 to 2013. From 2007-2013, Detroit and Cleveland
appeared to experience substantial declines in population. St. Louis, Cincinnati, and Pittsburgh saw relatively flat “growth”.
6

Estimates form the Census PEP Program (see http://www.census.gov/popest/methodology/index.html). Note that figures are not from the same set of estimates.
2007 estimates are based on the PEP program’s 2000-2010 intercensal estimates, while 2010 to 2013 figures are from county level PEP estimates (for the most recent
“vintage”: 2013).
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Outside of the decennial census, hard annual estimates of county level population are hard to come by. The next best thing is the American Community Survey, and
its multiyear estimates based on annual surveys of a sample of the population. The Census itself advises on relying on the ACS to measure changes in the level of
population or households for small areas, as opposed to changes in composition. Because we are more interested in trends than multiyear windows, we opted to use
the PEP.
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Baltimore, Kansas City, Milwaukee, and Philadelphia grew more, although at lower rates than the U.S. Seven areas grew faster than
the U.S. overall, with Denver and Charlotte leading the charge. The absolute estimated population change from 2007 to 2013 for
Mecklenburg County, home of Charlotte is particularly impressive. Charlotte appears to have gained more people than Detroit lost for
the same period.
Area

Est. Change
2007-2013
85,100

% Change
from 2007
15.1%

Mecklenburg County, NC - Charlotte

128,800

14.9%

Suffolk County, MA – Boston

62,135

9.0%

Franklin County, OH - Columbus

85,089

7.5%

Richmond, VA

59,225

7.4%

Hennepin County, MN - Minneapolis

72,193

6.4%

Denver County/city, CO

Marion County, IN - Indianapolis

44,690

5.1%

14,897,632

4.9%

Philadelphia County/city, PA

59,856

4.0%

Milwaukee County, WI - Milwaukee

24,570

2.6%

Jackson County, MO - Kansas City

17,001

2.6%

Baltimore, MD

28,740

2.0%

Allegheny County, PA - Pittsburgh

9,045

0.7%

Hamilton County, OH - Cincinnati

2,705

0.3%

US

St. Louis, MO

2,512

0.2%

Cuyahoga County, OH - Cleveland

(38,386)

-2.9%

Wayne County, MI – Detroit

(125,719)

-6.6%
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I.B. Employment Trends
The chart below sorts each area by “employed persons” as of 2013. Figures are from the Local Area Unemployment Statistics
(LAUS) program of the Bureau of Labor Statistics, and are generated from a (complicated) mix of survey and administrative data
related to employment status. The numbers are annualized estimates (derived from monthly surveys) of the number of people who
worked in at least one (or more) job(s), or worked for their own business. Although only estimates, they represent one of the best
county level datasets we have on employment, and provide a good rough sense of employment changes from year to year.

In 2007 employment ranged from around 800K workers in Detroit to about 300K in Denver. Wayne County still had the most
employed persons in 2013 and Denver, if no longer last, was still second to last in employment. According to the National Bureau of
Economic Research, the Great Recession officially began in December 2007 and officially ended in June of 2009. Eyeballing the chart
confirms that most areas (including Pittsburgh) saw employment levels trough in 2010 (middle bars). Denver, Kansas City, Boston and
Allegheny County appear to have “eased” into this trough, others had harder landings, particularly Detroit, Cleveland, Cincinnati, and
St. Louis. Most areas saw steady if gradual increases in employment after 2010. Cleveland was an exception, in that it saw little
employment growth through 2013. Minneapolis, Columbus, and especially Charlotte employment grew visibly faster than the rest.
Here is the same data, with numbers for each year for each area expressed as a percentage change over its 2007 “baseline”.
The purpose of this chart is to show how hard things fell for each area after 2007, how much each recovered thereafter, and where
they seemed to be going as of 2013. Each line begins at zero, which represents the level of employed persons in the area as of 2007.
Those lines that “return to zero” have regained or exceeded this number. We might say then that the area “recovered” its pre9
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recession level of employment. Keep in mind that our data is historical, and does not reflect the continuing recovery of the economy
through 2014-2015 .

By 2013 seven areas had recovered 2007 employment levels. Minneapolis, Pittsburgh, Philadelphia, Columbus, and Denver
just exceeded 2007 levels (from 1.4% to 2.3%), just inching past where they once were. Richmond and especially Charlotte recovered
more rapidly, by 2013 achieving 4.4% and 7.4% of their employment levels of in 2007.
While the recession may have officially ended by 2009, by 2013, nine urban areas had yet to regain the number of employed
persons they had in 2007. These included Boston and Baltimore, both of which were at least close to 2007 levels by 2013, and
Indianapolis, which appeared to be rapidly closing in on recovery. Faring less well were Kansas City, Milwaukee, St. Louis, and
Cleveland, which still stood between 4.1% and 7.1% below 2007 employment levels by 2013. Hardest hit were Cincinnati and Detroit:
at 8.9% and 9.3% below employment levels at the start of the recession. Cleveland did not fare as badly as these two, but it was the
9
only area that did not see a material increase in employment between 2010 and 2013.
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“Recovery” does not mean that everyone that lost a job got it back (or got a better one). But it is still a good sign that (comparatively) better days are ahead for the
region, or at least that the worst is over. Also, note that recovery is measured here on an annual basis, i.e. LAUS’s 2007 annualized estimates of month to month
employment.
9
Again most of the research for this report was conducted in the fall of 2014, and thus we exclude 2014 numbers, which were not available at the time.
10

I.C. Unemployment trends
The chart below shows estimates of annualized unemployment rates for each area, again from the BLS LAUS program.

10

In 2007, the average unemployment rate for the United States was 4.6%, indicated by the purple line. By 2013 that rate had
fallen from peak levels, but remained high at about 7.4% (yellow line). In 2007 annual rates for most areas clustered around 5%, with
most starting the recession above the national rate. Given that most of these areas contain rustbelt legacy cities, the fact that they
had higher rates going into the recession should not be a surprise. Areas entering the recession with lower rates included Baltimore,
Denver, Minneapolis and Pittsburgh (from 4.3 to 4.1% respectively), and especially Richmond (3.1%). Most of the areas with higher
rates are clustered together, with the exception of Detroit, which is an outlier here, both in where it started the recession (higher),
and the punishment it took during the recession (peaking at over 16%).
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An area’s unemployment rate can be described as u = unemployed job seekers/the labor force, where the labor force = unemployment job seekers + employed
persons. An area’s labor force includes people of working age who are not institutionalized (ex: prison, hospital), are eligible for work, and either have a job or are
actively seeking one. The unemployment rate is the percentage of the labor force that is still looking. The tricky thing to remember here is that the “unemployed”
component of the rate excludes “discouraged workers”, i.e. people who are eligible for work, without a job, but have stopped looking. A wave of discouraged workers
can leave the labor force during a pronounced or prolonged recession. This is certainly not a good thing, but it has a strange side effect of mathematically reducing the
unemployment rate, which can make the labor market look better than it is. As the economy recovers, some discouraged workers will hopefully rejoin the labor force
by finding work or by starting to look again.
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Unemployment rates peaked for most areas in 2010, in tandem with the 2010 employment “trough” noted earlier and fell
afterwards. Detroit was again unique in that its rate peaked much higher one year earlier (and this is no doubt related to the auto
industry crisis). Philadelphia also appeared to have a unique trajectory, with its rate rising higher than its peers, and only turning the
corner in 2012. While seven areas had “recovered” their prerecession employment levels by 2013, all sixteen areas still had higher
unemployment rates in 2013 than they did in 2007, with year to year rate changes ranging from 4% to 0.5%, as shown in the table
below.

Unemployment Rates Per Area and Change
Area

2007

2013

2013-2007

6

10

+4

Baltimore, MD

4.3

7.9

+3.6

Mecklenburg County, NC – Charlotte

4.6

8

+3.4

Marion County, IN – Indianapolis

4.6

7.7

+3.1

Denver County/city, CO

4.2

7

+2.8

U.S.

4.6

7.4

+2.8

Richmond, VA

3.1

5.8

+2.7

Milwaukee County, WI – Milwaukee

5.7

8.3

+2.6

Suffolk County, MA – Boston

4.5

7

+2.5

Allegheny County, PA – Pittsburgh

4.1

6.5

+2.4

Hamilton County, OH – Cincinnati

5

7.1

+2.1

Wayne County, MI – Detroit

8.6

10.5

+1.9

St. Louis, MO

5.4

7.1

+1.7

Jackson County, MO – Kansas City

5.8

7.5

+1.7

Franklin County, OH – Columbus

4.7

6.2

+1.5

Cuyahoga County, OH – Cleveland

6.3

7.7

+1.4

Hennepin County, MN – Minneapolis

4.2

4.7

+0.5

Philadelphia County/city, PA

Minneapolis was the only area to fall below 5% unemployment for 2013, and its rate of 4.7% was fairly close to its 2007 rate
of 4.2%. Otherwise, despite the fact that many areas had recovered in terms of number of “employed persons”, there remained a
noticeable amount of slack in the labor market for the remaining areas, the extreme cases being Detroit and Philadelphia, which were
still experiencing 10% unemployment as of 2013. Milwaukee, Charlotte, and Baltimore also had relatively higher rates (around 8%) by
11
2013.
The scatterplot below places 2013 unemployment rates against the percent change in employment from 2007 to 2013. As
might be expected, the areas on the left, which had yet to recover their 2007 employment levels (zero on the horizontal scale), had
rates that were higher than the areas on the right (which had recovered). Most of these had rates that were close to or above the
national rate in 2013 (blue line). As might be expected, most areas with more employed persons in 2013 than in 2007 exhibited lower
rates than their unrecovered peers, and of these all had lower rates than the nation as whole.
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As with the employment numbers, these figures are annualized estimates of monthly employment figures, which mask month to month changes.
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Philadelphia and Charlotte were the outliers of this group. Philadelphia employment recovered to the tune of 2% between
and 2013, but its unemployment rate ballooned from 6 to 10% during the same period, the largest change of its peers. Charlotte’s
employment grew faster than any peer by far, but at the same time it appeared to experience the third largest increase in
unemployment rate, from a comfortable 4.6 to an uncomfortable 8%. Pittsburgh’s growth since 2007 was modest, but its annualized
unemployment rate was one of the lowest, exceeded only by Columbus, Richmond, and Minneapolis.
The last chart below shows raw increases in employment, labor force, and for reference, population from 2007 to 2013.
Areas with increased employment also saw larger increases in labor force, but the balance between the two differed. For example,
Charlotte’s employment increase is matched by a very impressive labor force increase, which exceeded employment growth by 20K
people. Philadelphia is even more striking with labor force growth 28K larger than employment growth. Recall that both had
relatively high unemployment rates in 2013. Minneapolis’s employment level did not grow much, but its labor force grew only a little
more, and it enjoyed the lowest unemployment rate by 2013.

13
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I.D. Finance, Insurance, and Banking “Presence”
Many of these counties contain the corporate headquarters of some of the largest banks in the United States, some of which
are more accurately described as credit card lenders, rather than commercial banks. Examples include Bank of America in Charlotte,
US Bancorp in Minneapolis, PNC in Pittsburgh, Santander Bank (formerly Sovereign Bank) in Boston, Ally Financial in Detroit, Fifth
12
Third Bank in Cincinnati, KeyCorp in Cleveland, Huntington Bank in Columbus, and Scottrade in St. Louis. Until it was taken over by
13
PNC in the wake of the banking crisis, National City Bank maintained its headquarters in Cleveland. Of course the largest banks,
including credit card banks, lend to small businesses across the country, not just those in their home turf. At the same time, even
14
banks headquartered in a particular area must compete with other lenders near, far, and virtual to make loans to local businesses.
Strength of banking presence seems likely to be linked to business lending, but in more than one way. On the one hand a
strong on-the-ground commercial banking presence in an area indicates increased capacity (and hopefully increased competition for)
business lending. Ceteris paribus, the more active loan officers present in an area, and the more capital they have access to, the more
15
favorable the lending environment should be for local borrowers.
On other hand, the more dependent a region was on the financial sector in the first place (ex: as a base industry), the more
likely that the sector was negatively impacted by the initial crises of the Great Recession, along with its regional local supply chain, and
the households the sector or its supply chain employed. This chain of events could make the local lending effects from a national
“credit crunch” even worse. To the extent these effects result in even greater declines in aggregate demand locally, the need for debt
capital for some local firms could increase just as its supply dries up.
Painstakingly untangling these effects is beyond the scope of this report. Instead we examine just the level and change in
employment level, employment share, and the “concentration” of employment in the finance and banking sectors for each area. To
assess area dependence on the finance sector, we first examined each area’s employment for NAICS Sector 52, “Finance and
Insurance”. This sector is broad, and includes (but is not limited to) depository banks, non-depository credit card banks, investment
banks, securities and commodities brokerages and exchanges, and insurance carriers. The table is sorted by the share of all
16
employment represented by NAICS 52 (second column). Also included are employment change for NAICS 52 vs. all industries
between 2007 and 2013, as well as location quotients for NAICS 52 for both years.
17

Our measure of “concentration” is the employment location quotient. A location quotient (LQ) indicates the extent to
which an industry is disproportionately over or under represented in a region vs. the nation as a whole. An LQ above one indicates
that the industry is more highly concentrated in the region than it is in the nation, which may (or may not) indicate some degree of
specialization, comparative advantage, and/or agglomeration effect for the industry.
All but two of the areas started the period with a higher concentration (LQ) in NAICS 52 than the nation as a whole, which
should not be unexpected given that such firms often locate near the core of metropolitan regions. Boston, Charlotte, Minneapolis,
Columbus, Kansas City, Cleveland and Pittsburgh started 2007 with relatively high shares of employment, relatively high location
quotients, or both. From there Cleveland, Philadelphia, Milwaukee, Baltimore, Boston, Detroit suffered the largest (percentage)
losses in the sector, and of these, Cleveland, Philadelphia, and Boston experienced the most noticeable declines in employment
concentration. Conversely Cincinnati, St. Louis, Pittsburgh, and Minneapolis experienced employment gains for the period, with all
four registering higher location quotients.
12

For one recent list of the largest banks, see http://blogs.wsj.com/moneybeat/2014/09/15/ranking-the-biggest-u-s-banks-a-new-entrant-in-top-5/
Businesses in Philadelphia also surely benefit from being close to New York City, a world financial capital.
14
As for online small business lending, we aren’t there yet. Its share of small business loans is still very small, but growing fast. See for example:
http://www.forbes.com/sites/hbsworkingknowledge/2014/09/23/alternative-online-lenders-fill-funding-needs-for-small-businesses/
15
Another factor of course is the financial condition of banks, which we do not attempt to examine here.
16
Here employment refers to the number of jobs (not unemployed persons) according to the Quarterly Census of Employment and Wages program of the Bureau of
Labor Statistics. Figures in the table were pulled from the BLS’s location quotient calculator on February 11, 2015. See: http://data.bls.gov/location_quotient/
17
The employment location quotient for an industry in an area can be defined as the ratio of the industry’s share of employment in the region vs. the industry’s share
of employment for the nation. A ratio above one suggests that employment is more concentrated in the region than in the nation.
15
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NAICS 52 – Finance and Insurance

Employment '07

Share of
employment '07

Employment
change in
NAICS 52
'07-'13

Employment
change, all
industries
'07-'13

LQ '07

LQ '13

Suffolk County, MA – Boston

75,124

15%

-12%

4%

2.81

2.50

Mecklenburg County, NC – Charlotte

53,917

11%

-3%

2%

2.03

2.03

Hennepin County, MN – Minneapolis

69,338

9%

2%

1%

1.72

1.84

Franklin County, OH – Columbus

48,089

8%

-4%

0%

1.58

1.60

Jackson County, MO - Kansas City

24,260

8%

-4%

-5%

1.51

1.61

Cuyahoga County, OH – Cleveland

47,829

7%

-20%

-5%

1.41

1.24

Allegheny County, PA – Pittsburgh

43,832

7%

6%

1%

1.36

1.51

Philadelphia County/city, PA

36,236

7%

-15%

0%

1.31

1.17

Milwaukee County, WI – Milwaukee

30,046

7%

-15%

-5%

1.30

1.23

Denver County/city

25,398

7%

-2%

1%

1.29

1.32

Baltimore, MD

38,842

7%

-13%

-4%

1.26

1.21

Richmond, VA

13,074

6%

-6%

-2%

1.16

1.17

Marion County, IN – Indianapolis

28,800

6%

-9%

-2%

1.08

1.06

St. Louis, MO

40,192

5%

7%

-6%

1.02

1.22

5,992,373

5%

-6%

-1%

1.00

1.00

Hamilton County, OH – Cincinnati

23,295

5%

11%

-5%

0.95

1.17

Wayne County, MI – Detroit

26,405

4%

-13%

-6%

0.78

0.77

U.S. TOTAL

Most areas began the period with more 7% or more of their total jobs in this sector, with Boston and Charlotte leading the
pack with 15% and 11% of employment in this sector respectively. Between 2007 and 2013, all but four sectors saw net declines in
jobs in the sector, with Cleveland (-20%), Philadelphia (-15%), Milwaukee (-15%), Baltimore (-13%), Detroit (-13%), and Boston (-12%)
falling the hardest. Net gainers included Cincinnati (+11%), St. Louis (+7%), Pittsburgh (+6%), and Minneapolis (+2%).
Nationwide the number of NAICS 52 jobs declined more severely than for the economy as a whole. This was also true for
Cleveland, Detroit, Milwaukee, Baltimore, Indianapolis, and Richmond. Philadelphia and Columbus were similar, but saw flat job
growth in all sectors rather than decline. Areas that saw net gains in all sectors but declines in NAICS 52 included Boston, Charlotte,
and Denver. Kansas City was the only area that saw a larger decline in total employment than for NAICS 52. St. Louis and Cincinnati
saw employment grow for NAICS 52, but declines across all sectors. Only Pittsburgh and Minneapolis saw net gains across all sectors
and NAICS 52. The largest movement in location quotient from 2007 to 2013 included declines for Boston, Cleveland, and
18
Philadelphia, and gains for Cincinnati, St. Louis, Pittsburgh, and Minneapolis.
Trends in NAICS 52 provide an idea as to the amount of damage to the financial sector that each region suffered from the
events of the financial crisis and Great Recession. But not every industry under NAICS 52 is directly involved in commercial banking,
much less small business lending. As a proxy for “bank presence”, we repeated the analysis above for NAICS industry group 5221,
“Depository Credit Intermediation”, a category which includes depository lending institutions such as commercial banks, savings banks
and savings and loans, credit unions, and depository industrial banks. This category excludes an important source of small business
19
debt capital for some: credit card issuers.
Results are shown below, sorted by 2007 employment share. NAICS 5221 is a subset of NAICS 52, so its overall share of
employment for each urban county area is smaller, ranging from as little as 1 to 2%, to up to 5%. In 2007 the share of jobs in NAICS 52
18

Changes in LQs here should be viewed with caution for two reasons. Trends in LQs for small areas or narrowly defined industries can be “noisy”, and so a
comparison of two data points can be misleading. Also, a high or low LQ is only an imperfect indicator, not proof of the presence of some sort of competitive
advantage (or growing advantage) for an industry in a specific region, although it can be interpreted as a leading indicator of the same.
19
Another known problem with NAICS categorized data is classification. Bank headquarter establishments often house units that engage directly in lending activity
along with typical central administrative “back office” functions. Under the NAICS system, however, some headquarters might be classified under NAICS 55
“Management of Companies and Enterprises”. We did not investigate the possibility of classification effects, but to the extent they exist, they likely underestimate
banking presence or change from year to year.
16

represented by NAICS 5221 was typically between 17 and 23% depending on the area, but lower than the U.S. share of 30%. Notable
exceptions include Detroit (44%), Charlotte (43%) Pittsburgh (41%). A lower share of NAICS 52 indicates that an area’s financial sector
is not as limited to commercial banking vs. other financial institutions.

Employment '07
23,301

Share of
employment '07
5%

Share
of
NAICS
52 ‘07
43%

Suffolk County, MA - Boston

15,572

3%

21%

-13%

4%

1.92

1.67

Allegheny County, PA - Pittsburgh

17,906

3%

41%

14%

1%

1.83

2.16

Cuyahoga County, OH - Cleveland

14,818

2%

31%

-35%

-5%

1.44

1.02

Philadelphia County/city, PA

10,894

2%

30%

-23%

0%

1.29

1.03

8,157

2%

27%

-16%

-5%

1.16

1.07

NAICS 5221 – Depository Credit Intermediation
Mecklenburg County, NC - Charlotte

Milwaukee County, WI - Milwaukee
Wayne County, MI - Detroit

Employment
change in
NAICS 5221
'07-'13
2%

Employment
change, all
industries
'07-'13
2%

LQ '07
2.90

LQ '13
3.01

11,506

2%

44%

-33%

-6%

1.13

0.84

1,817,503

2%

30%

-5%

-1%

1.00

1.00

5,924

2%

23%

-1%

1%

0.99

1.01

Hennepin County, MN - Minneapolis

11,860

2%

17%

38%

1%

0.97

1.38

Jackson County, MO - Kansas City

4,570

1%

19%

29%

-5%

0.94

1.33

U.S. TOTAL
Denver County/city

Franklin County, OH - Columbus

8,144

1%

17%

0%

0%

0.88

0.92

St. Louis, MO

10,599

1%

26%

14%

-6%

0.88

1.11

Baltimore, MD

7,245

1%

19%

0%

-4%

0.77

0.84

Marion County, IN - Indianapolis

5,695

1%

20%

-9%

-2%

0.70

0.68

Richmond, VA (results exclude City of Richmond)

2,348

1%

18%

-11%

-2%

0.68

0.64

Hamilton County, OH – Cincinnati

4,156

1%

18%

113%

-5%

0.56

1.30

From both tables, one can see that the national change in NAICS 52 vs. 5221 employment for the period examined was -6%
and -5% respectively. However, NAICS 5221 did not change in “lockstep” with NAICS 52 for every area. For example while Pittsburgh
saw employment increase by 6% for NAICS 52, its employment in NAICS 5221 actually increased by 14%. Other areas where
employment growth in 5221 noticeably exceeded 52 growth include Cincinnati (11%, 113%), Minneapolis (2%, 38%), Kansas City (-4%,
29%), and St. Louis (7%, 14%). Areas that ended the period with comparable changes for NAIC 52 and 5221 include Denver (-2%,-1%),
Indianapolis (-9%, -9%), Charlotte (-3%, 2%), Milwaukee (-15%,-16%) and Boston (-12%,-13%). Finally, those that ended the period
with a decline in NAICS 52 and a noticeably different result for NAICS 5221 includes four areas where 5221 fell harder: Cleveland (20%, -35%), Detroit (-13%, -33%) and Philadelphia (-15%,-23%), and Richmond (-6%, -11%); and two areas that saw declines in 52 but
better results for 5221, Baltimore (-13%, 0%), Columbus (-4%, 0%).
As with NAICS 52, nationwide the overall decline in the number of NAICS 5221 jobs from 2007 to 2013 was more severe than
the decline across all sectors (-5% v. -1%). This was also true for Cleveland, the extreme case with declines of -35% v. 5% respectively,
and Detroit (-33% v. -6%), Philadelphia (-23% v. 0%), Milwaukee (-16% v. -5%), Richmond (-11% v. -2%), and Indianapolis (-9% v. -2%).
Boston saw decline in NAICS 5221 but growth overall at -13% and +4% respectively. Areas that saw growth in NAICS 5221 but declines
for “all industries” included Cincinnati (+113% v. -5%), Kansas City (+29% v. -5%), and St. Louis (+14%, -6%). Finally, those that finished
the period with growth in NAICS 5221 and all industries included (once again) Minneapolis (+38% v. +1%) and Pittsburgh (+14% v.
+1%), and also Charlotte (+2% v. +2%).
In 2007 only two areas (Cincinnati .95, and Detroit .78) had LQs for NAICS sector 52 below 1.00, suggesting that they had a
smaller share of this sector than the nation as a whole. But for the same year nine areas had LQs under 1.00 for NAICS 5221, ranging
20
from Columbus’s .56 to Minneapolis’s .97. For the same year LQs for NAICS 52 exceeded LQs for NAICS 5221 the same area all but

20

This is to be expected; when moving from a more aggregate category to a more specific one, the values tend to “spread” higher and lower.
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three areas: Detroit (.78 v. 1.13), Pittsburgh (1.36 v. 1.83), Charlotte (2.03 v. 2.90). Areas with the highest LQs in 2007 for NAICS 5221
were led by Charlotte, Boston, Pittsburgh, Cleveland, and Philadelphia.
From 2007-2013, LQs for NAICS 5221 changed as follows. The largest gains in LQ went to Cincinnati, Minneapolis, Kansas
City, St. Louis, and Pittsburgh (in declining order). The largest declines in LQ (from largest to smallest decline) went to Cleveland,
Detroit, and Philadelphia. By 2013, Charlotte continued to lead the pack with an LQ of 3.01, up slightly from 2.90, but this was based
on a relatively small change in employment growth for the industry. Pittsburgh followed with a much bigger leap from 1.83 to 2.16,
and despite a sizable decline, Boston still held a sizable LQ of 1.67 (down from 1.92). Cincinnati, Minneapolis, Kansas City’s increases
in LQ are worth noting as each began the period under 1.00, but finished at well over 1.00 at 1.30, 1.38, and 1.33 respectively. Finally,
three areas dropped from over 1.00 to under or very near 1.00: Cleveland (1.44 to 1.02), Philadelphia (1.29 to 1.03), and Detroit (1.13
to .84).

Next Steps
Will Pittsburgh’s relatively soft landing, early recovery, and gains in the banking sector translate to favorable small business
lending trends? Will Charlotte and Minneapolis do better? Will Cleveland Rock? Place your bets (but not on Detroit). In Part II we’ll
take a look at small business lending for these areas, including trends in loans, loan values, and size of borrower firms.
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