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How To Guide:
How do | quickly determine if | have a competitive advantage in a given industry?

Calculating location quotients is a commonly used method for determining the relative competitiveness
of a given industry within a given region. This can allow practitioners to better understand the industries
that potentially have a regional competitive advantage. Location quotients are typically calculated using
employment data. In order to help practitioners, the U.S. Bureau of Labor Statistics has developed an LQ
calculator that uses data from the Quarterly Census of Employment and Wages (the most common
source of industry employment data). In this example we will use the BLS LQ Calculator to determine the
relative concentration of the transportation equipment manufacturing industry in the Lexington, KY,
region.

1. Go directly to the Location Quotient Calculator on the Bureau of Labor Statistics website.
(www.bls.gov).

2. Click on the subjects tab at the top of the page.
3. Under the section labelled EMPLOYMENT, click on State & County Employment.
4. This will bring you to the Quarterly Census of Employment and Wages (or, QCEW) website

(www.bls.gov/cew). Toward the bottom of the page you will see a section labelled ‘Calculators.’
Click on the Calculator button for ‘Location Quotient’.

5. Follow the steps to filling out the calculator:

a. Step 1: Select the most recent year. In this case, use 2014.

b. Step 2: On the left side, keep U.S. Total as the Base Area. On the right side choose your
area of interest. In this example choose the ‘Lexington-Fayette, KY MSA’.

i. It'simportant to note that Metropolitan Statistical Areas are listed at the
bottom of the drop down menu, after all the states and counties.

c. Step 3: Keep your base area as ‘Total, all industries.” For your analysis industry, select a
specific industry (on the right). In this example, we are going to look at NAICS 336—
Transportation Equipment Manufacturing.

d. Step 4: Press ‘Get Results.’

6. The next page will show your results. In this instance, you can see that the transportation
equipment manufacturing industry in Lexington-Fayette, KY MSA has a location quotient of 3.73.
This means that this industry is 3.7 times more concentrated in the region, than it is in the
national economy as a whole. As a result, we can assume that the region has a competitive
advantage in this industry, relative to many other parts of the country.
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SAFETY DISCLAIMER:

M-SAMC educational resources are in no way meant to be a substitute for occupational safety and
health standards. No guarantee is made to resource thoroughness, statutory or regulatory compliance,
and related media may depict situations that are not in compliance with OSHA and other safety
requirements. It is the responsibility of educators/employers and their students/employees, or anybody
using our resources, to comply fully with all pertinent OSHA, and any other, rules and regulations in any
jurisdiction in which they learn/work. M-SAMC will not be liable for any damages or other claims and
demands arising out of the use of these educational resources. By using these resources, the user
releases the Multi-State Advanced Manufacturing Consortium and participating educational institutions
and their respective Boards, individual trustees, employees, contractors, and sub-contractors from any
liability for injuries resulting from the use of the educational resources.

DOL DISCLAIMER:

This product was funded by a grant awarded by the U.S. Department of Labor’s Employment and
Training Administration. The product was created by the grantee and does not necessarily reflect the
official position of the U.S. Department of Labor. The Department of Labor makes no guarantees,
warranties, or assurances of any kind, express or implied, with respect to such information, including
any information on linked sites and including, but not limited to, accuracy of the information or its
completeness, timeliness, usefulness, adequacy, continued availability, or ownership.

RELEVANCY REMINDER:
M-SAMC resources reflect a shared understanding of grant partners at the time of development. In
keeping with our industry and college partner requirements, our products are continuously improved.
Updated versions of our work can be found here: http://www.msamc.org/resources.html.
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