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Executive Summary

The North Shore Workforce Investment Board (NSWIB) regularly undertakes an analysis to

study the labor market trends in the nineteen communities in its southern Essex County service
area in order to determine the region's workforce training needs. Based upon information gathered
from North Shore business leaders, educators, and community leaders, the NSWIB issues a report
entitled the Labor Market Blueprint that also includes an analysis of demographic research relating
to the region. The Blueprint provides a picture of the North Shore labor market and its strengths,

weaknesses and challenges.

In 2010, the NSWIB added an additional perspective
to its periodic review of the region’s Labor Market and
its attendant workforce training needs and issued a
complementary piece to its Blueprint in collaboration
with its strategic partner the North Shore Alliance
for Economic Development (North Shore Alliance).
This report, known as the North Shore Investment
Snapshot, approached its analysis through the prism of
economic development evaluating investment trends
being experienced in the North Shore’s predominant
business sectors. This economic development approach
undertook an assessment of those sectors experiencing
investment as well those that were either stagnant
or experiencing disinvestment. It was believed that
an additional indicator might be identified that
would assist with forecasting the North Shore’s job
training and educational needs if the region’s capital,
construction and real-estate communities were realizing
growth and investment patterns in the same business
sectors as identified in the Lador Market Blueprint.

The North Shore Alliance is a private, non-
profit entity formed by business, institutional and
government leaders to enhance economic opportunities
in the 30 communities that comprise Boston’s North
Shore. In 2008, the Alliance commissioned the Center
for Economic Development & Sustainability (CEDS)
at Salem State University to study and identify the
six (6) predominant business clusters in its service
area, and subsequently, in late 2013, CEDS issued the
North Shore Cluster Update that again identified the
predominant business clusters of the region. In its 2013
North Shore Cluster Update, CEDS identified the Life
Sciences/Bioscience, Health Care, Manufacturing,
Tourism/Recreation, Creative Economy and the
“Local” Food industry as the most significant business
sectors in the region. For purposes of this analysis, the
Investment Snapshot also evaluated investment patterns

and growth activities in two additional business
sectors of importance to the NSWIB’s service area and
Labor Market Blueprint—Construction and Financial
Services—two robust business sectors that also have a
significant presence across the Alliance’s service area
and Boston’s North Shore.

Focusing on these identified business clusters, the
Alliance conducted an interview process engaging
area bankers, real estate agents, managers and brokers,
government officials, construction company executives
and representatives from non-profits.

As a result of those interviews, four clusters emerged
as the North Shore’s dominant clusters from the
perspective of the region’s investment community

® Health Care

= Construction

m Life Sciences/Bioscience
® Manufacturing

Interview Process

Prior to the interviews, participants were provided a
copy of the 2010 North Shore Investment Snapshot, and
they were informed that we were again asking them

to look at growth activity and investments that they
were seeing in the predominant business clusters in the
North Shore WIB service area—Construction, Creative
Economy, Financial Services, Health Care, Life
Sciences/Bioscience, Local Foods, Manufacturing and
Tourism. As previously stated, area bankers, real estate
agents, managers and brokers, government officials,
construction company executives and representatives
from non-profits were the interview targets.

The interview participants were promised that their
identities would remain confidential and that any
direct quotes would not be attributed so as to assure
that we received the most candor in responses received
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Top of the Order

Health Care

Within the banking, construction and real estate
communities, health care is still viewed as a critical
driver in the region’s economic engine. While one real
estate developer and an office park manager indicated
that there were some “skittish feelings” within the sector
as a result of the implementation of the Affordable Care
Act, the industry remains active and strong.

In one office park, they see at least one new practice
in a health care related field opening every six months.
Others have seen some practices sold back to hospitals
after “business/reimbursement issues” arose and the
apprehension of being out on “their own without the
security of the institutional support became a reality.”

One real estate broker opined that the North
Shore’s attractiveness as a region with an abundance of
cultural, historical, recreational and natural resources
appeals to the health care workforce. Another real
estate broker offered that a “lot of medical professionals
prefer being the bigger fish in the North Shore’s
‘smaller pond””

Another banker said that his business portfolio
showed robust growth within the health care sector
citing expansion of specialized group practices and
specialized care facilities with a particular spike
with growth in dialysis treatment centers across the
North Shore.

Another banker echoed what became a universal
opinion that health care was alive and well as
his bank’s portfolio saw a steady increase in their
health care lending with smaller medical and dental
practices spinning off as individual doctors left larger
organizations like Partners or as a result of mergers
like Lahey Health and Northeast Health Systems.
‘This particular bank also saw a noticeable rise in
chiropractic practices and acupuncture practices
sprouting up across the region.

An SBA lender offered that the alternative medicine
practices like chiropractic offices and physical therapy
and optometry offices—are “bankable” and get
financing because their numbers are predictable. The
Northeast Office of the Massachusetts Small Business
Development Center has also seen an increase in
the number of clients it services in the “wellness or
alternative therapy” business fields.

Almost without exception, everybody in the banking
industry stressed the importance of the “ripple effects”
that the health care industry had in their business and
the communities they serve. As one banker succinctly
described it, “ Health care related jobs are well paying
with career paths that usually result in people having
more disposable income and using additional services,
eating at local restaurants, shopping at local stores and
renting local apartments, growing into condominiums
and eventually looking to purchase homes. They all
could be my customers.”

Interestingly, some office park managers saw
“investments” being made in the health care sector
as medical practices and even hospitals “right size” as
opposed to downsizing in an effort to fit more into
less space as a means of cost containment as practices
adapt to the new delivery of health care. Those in
the construction field, on the other hand, while
acknowledging that health care was still an important
market sector for the construction industry saw a “bit
of flattening” in the investments in health care. One
construction executive attributed the cuts in capital
investments in the sector as being caused by concerns
about reimbursements under the new health care law.
Another executive in the construction industry offered
that a sense of uncertainty slowed the normal pace of
spending in his company’s health care portfolio while
expressing optimism that there is now built-up work in
the sector that will be coming soon.

Looking to the future, it is anticipated that an
aging population and changing health care needs will
continue to fuel the economic engine in this business
sector. In fact, one banker indicated that his bank’s
portfolio is witnessing a new shift in investment
occasioned by the change in the manner of delivery
of health care to the aging population with an uptick
in investment in assisted living facilities and semi-
independent senior communities. Similarly, one
construction company executive, whose company
does work in the assisted living and nursing home
market sectors, anticipates a continued rise in demand
for these facilities that will incorporate technology
that allows patient monitoring and reporting to
health care providers/facilities. While discussing the
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exercise/recreation centers, access to restaurants, dry
cleaners and the like. The phrase “live, work and
play” came to dominate the discussions around the
housing sector.

While multi-unit housing remains strong, the
banker also noted that his bank has recently seen
growth activity from its architectural and engineering
customer base. He sees this as further signs of
rebounding and a couple of condominium project
proposals have him “wondering if this activity
foreshadows a trend.”

'The construction industry and bankers also cited
increased investments in the education sector as being
one of the main drivers for the rebound over the last
3-4 years. Construction in the education market sector
has occurred in both the private and public sectors
and at the K-12 level as well as higher education
institutions. The work in this sector has been described
as consistent, and projects were identified in the
following communities—North Reading, Billerica,
Newburyport, Salem, Danvers, Woburn and Beverly
and at private schools , including Shore Country Day,
New England Academy, Brooks School, Phillips
Andover, Brookwood and Saint John's Prep to name
only a few.

Public higher education institutions like Salem
State University and its on-going construction work
at Viking Hall and the Sophia Gordon Center for
Performing Arts as well as its plans for construction
of a parking garage and new science labs and North
Shore Community College and its planned addition
and renovations to its Lynn campus also have fueled
the construction sector. Private colleges also undertook
major projects like Endicott College, which is currently
building the Bourque Hockey Arena after recently
finishing the construction of the Gerrish School of
Business and Judge Science Center, and Merrimack
College’s construction of the Deegan Dormitory.

Real estate brokers and office park managers also
mentioned investments being made in the build-outs
of space for collaborative schools that serve students
with special needs and provide education services
like college preparation and tutorial services. Charter
Schools were also mentioned by real estate managers as
feeders to this market sector.

Others have witnessed growth in retail construction
as one banker has seen spending for “bricks and
mortar” by a few of his customers while another banker
cited some investment activity in his portfolio in retail
strip mall construction.

A construction professional with a company
that offers full service from design through
construction indicated that his company has been
in an unprecedented and constant flow of work
with construction along “almost every automile in
Massachusetts.” The company was involved with
construction of new and/or expanded facilities for
Infiniti, Mercedes, GMC and other dealerships from
Cape Cod to the South Shore to metro Boston and the
North Shore.

The Massachusetts SBDC has seen an increase in
its case flow from its smaller contractor client base,
particularly crafts like framers, electricians and
painters, who are seeing a boom in home improvement
projects, Similar growth is being experienced by home
improvement businesses that saw a complete drop
off during the depth of the recession. One contractor
simply said, “People are comfortable spending
some money again, New kitchen construction/
renovations and room additions are being made and
driving business.” While the construction sector has
rebounded, one banker speaking generally about his
commercial clients, including some smaller builders,
said, “Small businesses are healthier and stronger
than they were in 2010-11, but I don’t see them hiring
as many employees. They tightened their belts and
learned they could do work with fewer employees and
don’t want to get stuck again.”

Without exception, the construction company
representatives said the recession (starting in 2007-
2008) took a hard toll on the construction sector and
scores of subcontractors disappeared simply going out
of business or with some trades chasing work to other
parts of the country. Construction executives validate
what the banker observed and are now faced with the
challenges of finding qualified people to staff up to
keep up with the incoming work. As work continues
to flow, construction companies are starting to see
construction costs rising with each bid.

The construction industry sees a particular shortage
in finding people who are qualified engineers and
estimators and others that specialize in pricing as well
as those with project management and construction
management skills. One construction executive simply
had one request saying, “Tell people the construction
industry is back, and you can make good money. Help
us get the word out.”

Looking to the future, Salem is poised to move
forward with a new downtown mixed-use development
project that will include construction of a hotel as
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'The companies in this sector that call the North
Shore home are “dependent upon the founder or
CEO having a personal North Shore connection.”
Interviewees were also quick to point out the rising
stars and spinofls in the life sciences/bioscience/
medical device sectors that chose to expand here on
the North Shore like Sage Science, Enzymatics and
Microline Surgical as further evidence of the growth
potential for this sector in the region. Similar findings
and conclusions were reported in the previously
mentioned 2013 Life Science Industry Report.

Recent press coverage of the launch of a non-profit,
the Gloucester Marine Genomics Institute (GMGI),
by one of the Boston-area’s biotech wizards, Gregory
Verdine (owner of a Gloucester home) and his partners,
will go a long way in reimaging the North Shore as a
home for the bioscience cluster. GMGI was formed by
its principals, in part, to bring their expertise to study
the populations of Atlantic cod.

While this work would be critical to Gloucester’s
commercial fishing fleet, according to press reports,
plans for the future envision much more, including the
development of a research center on the waterfront and
an academy in the city that would train high school
graduates for jobs in the area’s bioscience cluster.
Building on its relationship to the ocean, Gloucester
would become a hub of the biotech cluster.

Recommendations

B Market the North Shore and its lower rental

costs, ease of access to the metropolitan Boston/
Cambridge and quality of life advantages to the
Boston/Cambridge life science/bioscience companies
and community.

Connect the Boston/Cambridge life sciences/
bioscience venture capital and angel investment
comnmunity to the North Shore’s life sciences/
bioscience cluster.

Strengthen the connections between educators

and the industry at the K-12, college and post
graduate levels.

Work with North Shore Technology Council to
promote increased awareness of and to demystify the
STEM fields of study for parents and children in
grades K-12 in all North Shore communities.

= Promote both internship and externship programs
with North Shore life science/bioscience companies.
Increase the dialogue between local elected

officials and boards, workforce development and
economic development professionals, the local
banking community and the life science/bioscience

businesses in order to develop a better understanding
of the needs of the industry and avoid unintended
consequences of local regulations and/or zoning
ordinances.

® Promote the unique partnership embodied by
the Life Consortium of the North Shore and the
North Shore’s higher educational institutions and
the Life Science industry to advance educational
and workforce training programming for the
region’s present and future workforce needs in the
life science/bioscience cluster.

= Encourage the development of multi-unit housing
and engage the business communities in the public
hearing process as advocates for the need for such
housing for their employees as they are dependent
upon having skilled workers available.

= Advocate for improvements to public transportation,
including, but not limited to, more frequent rail
service with links to a coordinated shuttle service
provided by employers.

Manufacturing

In January 2014, Michael A. Tyler, CFA, Chief
Investment Officer of Eastern Bank Wealth
Management, made a presentation entitled What's the
Forecast? 2014 U. S. Economic & Investment Overview
at a meeting of the North Shore Alliance for Economic
Development. In his presentation, Tyler pointed to a
pent-up demand for cars and trucks as a significant
factor in what might occur in 2014 citing the average
age of cars on the road at 11.4 years old—the oldest in
American history. Tyler also saw a pent-up demand for
durable goods in the American economy as businesses
and households alike had been making do with old
products. This pent-up need for new cars and trucks
and replacement and upgrades, including refrigerators,
stoves, microwaves dishwashers, for long-lived assets
would spur investment predicted Tyler. The experiences
of commercial bankers, construction companies and
others have validated Tyler’s prediction.

One banker cited an increase in his bank’s lending
to its manufacturing customers—machine shops with
5-15 employees showing steady increased activity.

A number of these manufacturers produce parts for
American automakers like Ford and General Motors.
Work was steady and demand high. The same banker
also observed a spike in the manufacturing portfolio
with companies supplying parts incorporated into
renewable energy projects—both solar and wind, The
same banker also referenced investments being made in
larger solar projects on the North Shore.
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Reliable and Steady Contributor

Financial Services

The North Shore is home to a robust array of financial
institutions that stand ready to serve the region’s
banking needs. Fortunately, the North Shore’s local and
regional banks continue to prosper and they remain a
source of good jobs with career paths with good salaries.

North Shore banks, for the most part, are
community banks with their roots firmly planted in the
communities they call home and serve. While there
have been some mergers and acquisitions that have
been accompanied by concerns that the newer, larger
entities would lose their community connections, in
most cases, it has not proven true. More than one
banker anticipates that the financial services sector will
continue to see mergers and further consolidations in
the future,

During the interviews, there were concerns
expressed that new banking regulatory structure,
particularly at the federal level, makes it more difficult
for smaller local community banks to continue to do
business as usual. Additional reporting requirements
and rigid standards make it unprofitable for them to do
business as their customers have come to expect.

The costs of compliance make it unprofitable
to pursue certain lines of business, and you have
employees doing compliance instead of pursuing
business. As one banker said, “I'm not sure that it
matters in Washington that community banks did not
cause the problems. We're all treated alike and our
hands are tied where we once had flexibility to make
judgment calls we no longer do. It prevents us from
doing things with our customers.”

Another banker opined that “the costs of staying
current and relevant” pose a challenge within the
banking community especially for smaller banks.
On-line banking services and the like are expensive
and change frequently. Again, the smaller banks don’t
and won't have the same resources and access to the
changing technology that larger banks will have.

Despite the challenges, those within the industry
still see it as a good career opportunity with good
salaries and opportunities for growth. Additionally,
one banker indicated that his bank had an aging
workforce and that it was something that concerned
banks, but for which they usually planned.

For a number of reasons, including the increased use
of on-line banking, it is anticipated that the “density
of branches” will decrease, and banks will see less of a
need to have as many locations. Branch locations will
be smaller, and services delivered at branch locations
will change becoming less transactional and more
service oriented. Branches will have fewer employees
and be smaller in size.

Recommendations

= Ensure that the partnership between the region’s
financial institutions and workforce development
officials continues and promote the marketing of the
program as an entry point for good, secure career
path employment opportunities.

® Continue the dialogue between educational
institutions, workforce training community and the
industry to anticipate the changing work skill needs
of prospective employees as on-line banking changes
the nature of the services offered in bank branches
from transactional in nature to a more service
oriented nature.
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Creative Economy

The North Shore Cluster Update highlighted successful
cluster development citing ever growing support
networks in place locally and at the state level making
the Creative Economy ripe for potential further growth
across the North Shore.

The Creative Economy sector includes design,
including computer system and software design,
business and management consulting, engineering/
R&D, artists, the performing arts and advertising/
marketing. According to studies commissioned by the
Creative Economy Association of the North Shore
(CEANS), creative economy commerce generates over
$3 billion in annual sales.

'The CEDS Update demonstrates the significant
impact that this sector has on the region’s economy as:

B 2,656 businesses are engaged in the Creative
Economy, 87% of which have 5 or fewer employees.

# ‘The Creative Economy in Essex County employs
over 13,600 people and has reported annual revenues
in excess of $1.2 billion.

A report commissioned by the Creative Economy of
the North Shore in 2008 concluded that this business
cluster represents 10-12% of the North Shore private
sector employment.

Generally, one thinks of musical performances
(Shalin Liu Performance Center) and theatre (North
Shore Music Theatre) and the arts (Peabody Essex
Museum and Rocky Neck) as the most visible
examples of a healthy North Shore Creative Economy.
However, the North Shore is home to hundreds of
businesses that provide creative services or create
and promote intellectual property. They include web
designers, chefs, marketing companies, architects,
engineers, consultants and product designers.

Despite these impressive statistics and significant
economic impacts, the Creative Economy barely shows
up on the investment community’s radar. Interestingly,
several bankers and contractors mentioned architects
in connection with the construction industry sector,
but did not associate an architect or engineer as being
within the creative economy. One banker admitted
that he never considered an architect or engineer
as part of the creative economy. He said, “T guess
I'saw it in context. I was talking about financing a
building project, and in my mind, they were part of the
construction business.”

When one considers that creative economy
businesses are entities comprised predominantly of
five or fewer employees, it is also not surprising that
creative economy businesses are less likely to come in
contact with the commercial banking sections of the
North Shore banking and investment communities.
One commercial banker offered that his lending
portfolio handled larger businesses and the creative
economy ventures were probably utilizing other
banking products and services like home equity loans
or credit lines to finance their business.

Recommendations

= Continue to support opportunities for creative
economy businesses to network and create more
business-to-business events to “introduce smaller
businesses up to” larger prospective customers on the
North Shore and across the Commonwealth.

® Support the development of collaborative work space
on the North Shore and promote Transformative
Development Initiative of Mass Development in the
Gateway cities.

® Advocate for development of affordable housing.

® Develop an inventory of artist spaces and creative
work spaces available on the North Shore.

® Remain engaged with the efforts of Creative
Economy Association of the North Shore,
MassCreative and the Creative Economy Network of
the Northeast lead by Montserrat College of Art.
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In Salem, Jacqueline’s Wholesale Bakery now sees
annual sales of over $30 million, shipping its cookies
to hotels, cruise lines and food distributors from all
over the world. The bakery recently expanded its
facility with private investment of $2.8 million dollars
supported by an Investment Tax Credit (ITC) from
the Commonwealth, and a Tax Increment Financing
(TIF) agreement from the City of Salem. This
investment will create 36 new jobs at the Salem facility.

Similarly, in Lynn, Kettle Cuisine, a leading
manufacturer of artisan quality fresh, refrigerated
frozen soups for food service and retail channels,
will nearly double in size at its new facility creating
100 new jobs and retaining 138 full-time jobs. A
$14.5 million private investment will allow for the
leasing and retrofit of 200,000 square feet and new
construction of 67,500 square feet of new advanced
manufacturing space. The City of Lynn is supporting
the project with a 15 year TIF of over $4.5 million and
the Commonwealth approved an ITC in the amount of
over $1.1 million of further public investment.

The City of Lynn made further public investment
in the food sector partnering with D’Amici’s Bakery
that invested $1.05 million to acquire an abandoned
building for retrofit that is now home to I’Amici’s
Café, and Rosetti’s Italian restaurant. The location
of these establishments is mentioned because of the
synergy between the creative economy sector and
the food industry as the restaurant is one block from
Lynn’s City Hall Auditorium that hosts sellout crowds
at a wide range of musical performances.

The City of Gloucester and the Commonwealth
also made public investments in the local food cluster
of the North Shore to leverage a private investment
of $12.6 million to support the acquisition of a vacant
seafood processing facility, building improvements
and purchase of food processing and manufacturing
equipment. The expansion project by the Mazzetta
Group, a wholesale distributor of premium frozen
seafood to restaurants, retailers and hospitality
organizations across North America, will create
125 net-new jobs in Massachusetts. Gloucester
development officials indicate that they have received
other inquiries from seafood related entities about the
possibility of opening locations in Gloucester,

One banker mentioned that his lending portfolio
had a familiarity with the food production sector
and found it a good business in which to be engaged.
Customers in the sector have had success and have
expansion plans.

'The Local Food Initiative has identified three
primary areas of need to support the further growth
of the cluster in the region Food Working Group
established at the Enterprise Center at Salem State
University:
® Need for more shared Commercial Kitchen Space;
® Need for an effective and efficient Distribution

System to get local product from growers and

producers to local restaurants and consumers; and
® Need for a Coordinated Marketing and Promotion

plan of the Cluster

A couple of final interesting notes on the local food
industry, earlier in this Snapshot there was mention
of the Gloucester Marine Genomics Institute, part of
the vision of the founders is the possible development
of fish farms off the Gloucester coast. Mayor Carolyn
Kirk recently traveled to Japan and met with investors
that are interested in pursuing further discussions
about this possibility.

And finally, on the lighter side, yet no less of a
serious observation, when one interviewee was asked
about the local food cluster, he joked that “all he knew
about food was that he liked to eat it.” However, he
noted the popularity of local farm markets that have
popped up across the North Shore—referencing
those in Salem, Marblehead, Newburyport, Lynn
and Beverly. These farmer’s markets are the breeding
grounds for the local food cluster.

Although only a blip on the investment community’s
radar, there appears to be opportunities on the horizon
for further growth and development of this business
cluster on the North Shore—think food trucks and
food tourism as examples of those opportunities.

Recommendations

= Continue to promote the development of shared
commercial kitchen on the North Shore.

= Continue to support the Local Food Initiative at the
Enterprise Center at Salem State University to offer
programming and workshops on basic business skills
for those starting a business in the food industry.

= Engage local building and health departments in
discussions with the Local Food Initiative to avoid
confusion and delays in permitting.

® Support the development of a manageable food
distribution system whereby food producers can
get product to markets, restaurants and consumers
desirous of supporting local foods.

® Market the North Shore as a food destination
incorporating lifestyle, tourism and recreation.
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