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Targeting Industry
NEW STUDIES TO FOCUS REGIONAL DEVELOPMENT IN VIRGINIA

by John L. Knapp

Recently,
the Center for Public Service

completed target studies for four
areas of Virginia ....

The challenge was to pinpoint
industries that would see
opportunities for profit

in one or more of the areas.

The author is research director of the Business and Economics
Section, University of Virginia Center for Public Service. He
was the project director for the target industry studies discussed
in this News Letter.

Attracting business to bolster local economies has
itself become an increasingly competitive business.
To bring new industries within their borders, states
and communities use meth-
ods ranging from tax incen
tives to advertising, from
improvements in their infra
structure to red-carpet site
visits for prospective execu
tives. Most sophisticated
economic development pro
grams, in fact, take an eclec
tic approach that draws on
several techniques. Fre
quently, an important part
of the strategy is industry
targeting.

A target industry study systematically chooses
industries that are likely to locate in the target area,
thus helping to focus industrial development efforts
on the most promising candidates. Recently, the
Center for Public Service completed target studies
for four areas of Virginia-Alleghany Highlands,
the Eastern Shore, the Nortllem Neck, and Southside.
The four studies, prepared .over a thirteen-month
period, were funded by the Virginia Department

of Housing and Community Development as part
of its Community for Opportunity program. They
built on research done earlier at the Center in a 1987
target industry study for Southwest Virginia. The
new project involved a study team of seven research
ers, as well as members of local advisory commit
tees in each of the target areas.1 This article explains
the purpose of the studies, how they were done,

the results, and the limita
~ions and advantages of the
targeting technique.

The four areas in the
studies offer unique chal
lenges to economic develop
ment. All have had stable
or declining population and
high unemployment in re
cent years. All are predomi
nantly rural and sparsely
populated. However, the
large Southside area em-
braces the Danville Metro

politan Statistical Area (MSA) and has close ties to
other urban areas; Alleghany Highlands borders the
Roanoke MSA; and the Northern Neck feels the pull
of development in the Golden Crescent. Topogra
phically, the Eastern Shore and the Northern Neck

1 Besides the project director, the study team included David A.
Argue, Robert W. Cox, Andrew J. Holliday, Richard D. McGrath,
Lucie L. Vogel, and Harold L. York.
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The targeting process
casts a wide net
over as many types
of industry as
possible.

are oriented towards the Chesap
eake Bay; Alleghany Highlands has
a mountainous terrain; and
Southside, stretching across the
piedmont into the coastal plain, is
largely flat. The challenge was to
pinpoint industries that would see
opportunities for profit in one or
more of the areas.

The selection Process in Brief

The study team evaluated a broad
spectrum of industries for attrib
u-tes pertinent to t-fie -targeting
process. Industries accumulated
points at each of a series of stages
according to their relative strength
or weakness for the variable in
question. Each industry's scores
were weighted and aggregated
across all stages to yield the final
score. The top-ranked industries

FIGURE 1
Target Industry selection Process

were then further evaluated in
detail to check their suitability for
targeting. Lastly, the local advi
sory committees provided ad~i

tional information used to help
determine the final list. Figure 1
illustrates these steps in the selec
tion process.

Industry Inclusion

The targeting process casts a wide
net over as many types of industry
as possible. Each of the four studies
cevered a1 45Z-four-digit manufac
turing ind ustries in the 1977
Standard Industrial Classification
Manual and a group of 129 four
digit nonmanufacturing industries.

Several sectors of the econ
omy, however, were not consid
ered appropriate for the targeting
approach. Agricultural production

was omitted because of insufficient
data, the impracticality of recruit
ing small family farms, and the
overlap with existing research and
promotion for agriculture. Min
ing and extractive industries were
not included since they depend on
mineral resources in the target area,
and this information was not read
ily available. The construction
industry was not included because
its dependence on new local busi
ness investment and population
growth makes it difficult to target.
Most retailing and banking serv
ices -were nor included because
they depend on access to local
markets, and will enter an area only
when there is sufficient local
demand. Also excluded were some
industries in the transportation and
public utilities sectors, some serv
ices, and the public sector.
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452 MANUFACTURING INDUSTRIES
129 NONMANUFACTURING INDUSTRIES
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Areas

The targeting process focused on
all localities within a target area.
For example, the target area for
Alleghany Highlands is composed
of Alleghany, Bath, and Highland
counties and the cities of Clifton
Forge and Covington. The proc
ess was designed to yield indus
tries that are suitable for at least
one of the localities within the area.

In addition to the target area,
an important concept used
througho t the studies is the
reference rea. A reference area
is a generally accepted mechanism
for comparing the target area with
similar regions of the United States.
This study used two types of refer
ence areas, a general one common
to all four target areas, and a cus
tom one unique to each target area.
The general reference area repli
cates the process businesses use to
select a section of the country for
locating their operations. For all
the target areas, this general ref
erence is the Census Bureau's

South Atlantic division, containing
Delaware, Maryland, Virginia,
West Virginia, North Carolina,
South Carolina, Georgia, Florida,
and the District of Columbia.

The custom reference areas
were made as similar as possible
to the target area in order to be
useful in drawing conclusions
about industry location decisions.
Boundaries were based on ques
tionnaire responses from the ad
visory committee members and on
the following criteria drawn from
the industrial location literature:
labor availability, labor cost, edu
cationallevel of workers, access to
markets, and access to resources.

As an exan1ple, Figure 2
shows the Alleghany Highlands
target area and its custom refer
ence area. The reference area
covers fifteen counties and six cit
ies in Virginia and thirteen coun
ties in West Virginia. The custom
reference area for the Eastern Shore
contains four counties in Virginia,
four in Maryland, two in Delaware,
and ten in North Carolina. The
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Northern Neck reference area
covers three counties in Virginia,
seven in Maryland, one in Dela
ware, sixteen in North Carolina,
and four in South Carolina. And
the reference area for Southside
contains five counties and two cit
ies in Virginia, forty-one counties
in North Carolina, thirty-two in
South Carolina, and one hundred
and six in Georgia. Each custom
reference area contains approxi
mately ten times as many locali
ties as its target area.

Stages

The fourteen stages in the selection
process fall into three groups or
subsets. The first subset, consisting
ofperformance variables, measures
the well-being of industries on the
basis of employment. These varia
bles emphasize employment rather
than output, since job growth is the
main objective of the targeting pro
cess. The second subset, consisting
of "revealed preference" variables,

FIGURE 2
Target and Reference Areas for Virginia's Alleghany Highlands

., Target Area
1««1 Reference Area
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Limitations

other instances, some types of
businesses are expected to locate
in an area without extra encour
agement when market conditions
become appropriate. For some in
dustries there was not enough in
formation for us to evaluate their
potential, but entrepreneurs with
special knowledge might still see
opportunities in these businesses.

Target industry studies for primar
ily rural areas face a number of
limitations. The first of these is the
availability and suitability of data.
Some studies rely on original sur
veys to identify locational factors;
ours, in contrast, was limited to ex
isting data sets, collected for pur
poses other than target studies and
not always in a readily usable
format. We supplemented and
modified these data bases in or
der to use them in our study.

In addition, there is often a
serious time lag in the availability
of data. We used the most current
data available for our overall se
lection process, but were aware that

The performance
variables emphasize
employment rather
than output, since
job growth is the
main objective of the
targeting process.

4

assesses the current level of an
industry's activity in the target or
reference area. By observing the
recent location decisions of indus
tries, one can draw conclusions
about the feasibility of an in
dustry'S locating in an area. The
final subset looked at the locational
requirements of industries. These
last stages try to match the
resources of the target area with

• the needs of the industries.
Each of the fourteen stages

received a particular weight in the
selection process that varied from
one target area to another. Crite
ria used to establish these differ
ent weights included the quality
and availability of data and the
importance of the variable in the
location process. For exampIe,

• branch plant information was only
available for manufacturing indus
tries, so all nonmanufacturing
industries received a zero weight
for this variable. As another ex
ample, the large amount of exist
ing industry in Southside instilled
more confidence in the location
requirement variables. Hence, they
were given more weight in
Southside than in the other areas.

• The fourteen stages and the
weights used for the four target
areas appear in Table 1.

Vsing these steps, industries
were ranked based on the weighted
sum of their scores at each stage.
For each target area preliminary
lists of the top manufacturing and
nonmanufacturing industries were
presented to the local advisory
committee. From this list the study
team...selected several proposed
industries that appeared most
promising and prepared a brief
profile of each in order to assist
each local advisory committee in
evaluating them. The oral and
written opinions from the advisory
committee and additional research
were the basis for selecting the final
list of industries.

Results of Targeting Process

The targeted industries are shown
in Table 2. As the table indicates,
three industries were selected for
all four areas; three were common
for three areas; three were common
for two areas; and seven were se
lected for one area only. This
overlap was anticipated, since sev
eral of the areas have similar char
acteristics, and all were subject to
the same performance variables,
although with slightly different
weights. Not all the industries
shown are glamorous high-tech,
high-wage operations; this was not
the goal of targeting. Instead, these
are industries that have shown a
willingness to locate in the target
area or its reference area and have
requirements that blend with what
the target areas can provide.

Omission of an ind ustry
from the final target list did not
mean there was no chance of at
tracting the industry. Industries
well represented in the target area
or the reference area were excluded
because there was no need to
publicize the area to an industry
already knowledgeable about it. In

TABLE 1
Stages and Weights in the Targeting Process

Stage

Performance Variables
1. National employment levels .
2. National employment growth rates .
3. Regional employment growth rates .
4. Projected national employment levels .
5. Projected national employment growth rates .
6. Projected state employment levels .
7. Projected state employment growth rates .

Revealed Preference Variables
8. Branch plants .
9. New plants &expansions in target area .

10. New plants & expansions in reference area .
11. Existing industries .
12. Industry concentration .

location Requirement Variables
13. Market linkages .
14. Industry-location matching .

Weight(% )

3.6 to 6.8
3.6 to 6.8
5.3 to 10.2
4.3 to 7.4
4.3 to 7.4
1.4 to 2.5
1.4 to 2.5

0.0 to 2.0
4.5 to 7.4
6.1 to 7.5

10.7 to 14.3
12.0 to 16.1

8.9 to 16.7
6.7 to 20.8



Table 2
Target Ind stries Selected

SIC

Manufacturing

Industry
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2511/2512
2751/2752

2834
3076
3573
3662
3674
367
371
3841
3842

Nonmanufacturing

4221/4225/4226
7011
7331
7374
7391

Wood household furniture .
Commercial printing .
Pharmaceutical preparations .
Miscellaneous plastic products ..
Electronic computing equipment ..
Radio & television communications equipment ..
Semiconductors & related devices .
E\ectron\c components (not elsewhere classified) .
Motor vehicle parts & accessories ..
Surgical & medical instruments .
Orthopedic j prosthetic &surgical appliances &supplies .

Farm j general & special products warehousing .
Hotels j motels j & tourist courts ..
Direct mail advertising services .
Data processing services ..
Research & development laboratories ..

SIC = 1977 Standard Industrial Classification number.

this information may not have
refl.ected current developments. In
the detailed industry profiles in
cluded for each of the selected in
dustries, we secured more data to
mitigate this problem.

Another limitation of the
targeting approach is not unique
to rural are s. In addition to such
traditional actors as proximity to
resources, markets, and local labor,
some studies indicate that firms
look at an area's quality of life and
other assets that are not strictly
economic. These nonquantifiable
factors are difficult to incorporate
into a quantitative approach.

A final observation is that
some very promising industries
may not appear in the historical
data base, either because they are
too new or because they have re
cently reversed historical trends.
Manufacturers of motor vehicles
and their suppliers are examples
of industrie that are restructuring

and relocating and may offer po
tential that does not show up in
most data series.

Strengths

Despite these limitations, the tar
get approach offers many advan
tages. Targeting is systematic and
inclusive since a broad universe of
possible choices is examined. This
approach limits the chances that
the biases of the researchers will
cause them to overlook a promis
ing candidate. In fact, our method
does not eliminate any manufac
turing industry at any stage and
subjects every manufacturing
industry to every test. An indus
try could receive a low score in an
early stage without being elimi
nated from the remaining stages.

A major innovation in this
study is the effort to identify
nonmanufacturing as well as

manufacturing industries. Very
few previous target studies have
included a large data base of
nonmanufacturing ind ustries,
although it is well known that this
is a much more rapidly growing
sector of the economy. We in
cluded only those nonmanufac
turing industries that we thought
would stimulate the local economy
in some way. The targeting litera
ture provides several approaches
to making this selection, but each
is ad hoc and unduly restrictive.
Our approach was to concentrate
on "basic" industries, as defined
by the Virginia Department of
Economic Development:

Basic employment is de
fined as that which brings
new income into an area,
stimulates additional em
ployment, and is the basis
for further economic growth.
Examples of operations 5



The four studies, Alleghany Highlands Target Industry Study, Eastern
Shore Target Industry Study, Northern Neck Target Industry Study, and
Southside Target Industry Study, as well as a Methodology for Target In
dustry Studies, are available for $10.00 each from the Center for Public
Service, 2015 Ivy Road, 4th Floor, Charlottesville, Virginia 22903-1795.
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which would most often be
considered basic are: manu
facturing, regional distribu
tion, research and develop
ment, corporate headquar
ters, and regional offices....
The test to determine
whether or not 1/other estab
lishments" qualify will be
whether or not at least 50
percent of the firm's business
is from outside Virginia. For
example, in order for a dis
tribution facility to qualify,
50 percent or more of its
business must corne from
outside Virginia.2

We provide a detailed analy
sis ofeach of the selected industries,
with information about location,
size of a typical establishment,

2 Virginia Department of Economic
Development, "Policy Consideration:
Industrial Access Road Funding Pro
gram," unpublished document, No
vember, 1986.

recent trends and outlook, major
inputs, labor requirements, mar
kets, and environmental concerns.
This analysis should help focus
local development work and shed
light on the requirements of a
selected group of industries. Local
decision makers can see how their
area compares to others and how
their resources match the needs of
different industries.

Conclusion

Although these studies took full
advantage of published infor
mation on targeting and incorpor
ated the latest available data, the
results come with no guarantees.

Industriallocation is ultimately a
decision by the private sector acting
on its appraisal of anticipated
economic conditions and the risks
inherent in the free enterprise
system. The studies incorporate
many of the variables considered
in the industriallocation process,
but it is impossible for researchers
to anticipate exactly how the
private sector will pursue a location
decision. The industries high
lighted in the studies have a
greater-than-average probability of
being attracted; if a community in
one of the target areas desires to
develop a marketing plan directed
toward certain ind ustries, those
recommended in the study should
be among the first considered.
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