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The economy ended 2021 on a strong note despite record inflation and
a resurgence of COVID cases due to the Omicron variant. With US GDP
expanding at an annualized rate of 6.9% in the fourth quarter, growth
exceeded expectations of many analysts.
Local data suggests Lancaster County’s economy was carried along on this
expansion. A look back on 2021 suggests the County’s economy is adapting
to COVID-related disruptions and finding some stability that should carry
through this new year. Unemployment in November fell to the lowest level
since May of 2019, indicating the County is at full employment. Employment
levels also appeared to “normalize.” Employment followed typical seasonal
demand, rising through the first half of the year and tapering slightly through
the fall and winter months.
Despite these gains, businesses had to navigate a tightening labor supply
throughout the year. Employment in the County averaged 264,360 in 2021,
falling short by 11,000 workers compared to 2019. Interviews with Lancaster
County businesses continued to call out the strain labor shortages and
turnover is placing on businesses operations and their employees.
While business leaders have remained positive, noting promising 2022
pipelines, consumer outlook and household conditions have deteriorated.
Consumer sentiment in the County remained weak through the fall and
winter months largely fueled by concern over inflation. January’s read on
consumer sentiment was promising. Local consumer sentiment ticked
up slightly, as the outlook on the local economy became less wary. This
improvement ran counter to the national trend.
Local economic conditions are promising. However, another year of strong
growth coupled with weak labor markets and high inflation are dynamics
that will need to be closely monitored.
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DATA SNAPSHOT
GDP: NATIONAL & PA
» GDP picked up in Q4, expanding at a rate of
6.9%. The net effect of quarterly fluctuations
was 5.7% GDP growth in 2021.
» 2022 GDP is expected to be strong but
more modest.
CONSUMER OUTLOOK
» Consumer sentiment in Lancaster County
rose five points in January to 73.5. US
consumer sentiment fell slightly to 68.8
reaching the second lowest level in a decade.
» Worry over inflation was a key concern.
EMPLOYMENT
» November’s unemployment rate fell to
3.3%, corresponding to the lowest level
of unemployment since May 2019.
» The total labor force was 275,660, with
266,690 employed persons.
SMALL BUSINESS CONDITIONS
» Businesses remain optimistic. Over 40%
of businesses across a range of industries
anticipate operations normalizing over the
next 6 months.
» Labor and supply chain challenges remain
at the forefront of headwinds in 2022.
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NATIONAL &
PENNSYLVANIA

having modest third quarter (Q3) growth, economic activity in Q4 grew at 6.9%. The rapid growth came
amidst headwinds reflecting economic fundamentals and ongoing COVID-induced challenges.
Q4 estimates for Pennsylvania are not available, but its economic growth has been robust. PA’s GDP
growth followed US movements through the first three quarters of 2021.
The outlook for this year is measured but optimistic. Most forecasts build in interest rate hikes and an
easing of both inflation and supply chain difficulties. Materials from the Federal Reserve Board meeting
in December show an unchanged 2022 real GDP forecast. The economy is expected to grow between
3.6 and 4.5%, which is slightly higher than forecasts by some analysts.

OUTLOOK

Robust growth is expected despite disruptions caused by record levels of COVID cases and high
inflation. Demand is expected to remain robust supporting solid growth as the economy adapts

and tries to normalize.

%  CHANGE  FROM  PRECEDING  QUARTER

US & PA REAL GDP: PERCENT CHANGE AS ANNUAL RATE
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The US economy ended the year with a 5.7% expansion, following strong fourth quarter activity. After

GDP:

Lancaster County residents appear to be starting the year with a less decidedly negative outlook on the

CONSUMER
OUTLOOK

economy despite COVID-19 variants and rapidly rising inflation. The score improved by five points, rising
to 73.5 in January. This shift ran counter to the nation where the national measure fell slightly to 68.8.
Inflation is weighing heavily on consumer attitudes – both nationally and locally. For several months
retail sales have held up despite consumer weariness. But in December, US inflation hit 7% and retail
sales dropped, which suggests households across the nation may finally be taking a more precautionary
stance to spending. University of Michigan researchers (responsible for the national survey) reported
three-quarters of consumers ranked inflation (over unemployment) as a serious problem facing the
nation. Comments shared in the local poll echoed national concern.
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OUTLOOK
(CONT’D)

OUTLOOK

The on-going weakness of current financial conditions for Lancaster County households is
a point of concern. The uptick in local consumer sentiment is a promising counterpoint to

this national picture. However, it needs to be followed by several more months of improvement to set a
positive tone for local consumer demand in 2022.
CONSUMER SENTIMENT: *NATIONAL & LANCASTER COUNTY
*Results from a national survey on consumer sentiment conducted by the University of Michigan

CONSUMER  SENTIMENT  INDEX  SCORE
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CONSUMER

Current headlines on the labor market emphasize that unemployment rates have fallen to levels that
signal full employment. The US unemployment rate hit 3.7% (seasonally unadjusted) in December.

EMPLOYMENT

In Lancaster County, the unemployment rate had returned to pre-pandemic territory in October.
November showed the total number of unemployed persons was below 2019 for Lancaster County.
These data points confirm the view that the County is at full employment.

#  UNEMPLOYED  PERSONS

TOTAL UNEMPLOYMENT IN LANCASTER COUNTY
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With low unemployment, labor supply continues to be a pinch point for employers. Labor force and

(CONT’D)

total employment data indicate that the County’s labor market is normalizing but still has much
ground to regain. Normal seasonal patterns in employment returned in 2021, but the overall level of
employment remained depressed.
Employment data shows how the pandemic disrupted this employment pattern in 2020. 2021
employment patterns, however, mirror pre-pandemic seasonality. Employment in Lancaster County
typically rises through the spring and summer months and falls through the autumn and winter months.
While the return of “normal” seasonal employment is positive, total employment remained well below
pre-pandemic levels. National and state data revealed GDP rebounded in 2021 at a rate that put the
economy back on track; it more than compensates for COVID-driven disruptions and losses. Lancaster
County’s economy likely shared in the 2021 gains. Businesses met the demands of this incredible
growth with a smaller than usual labor supply. Total employment for Lancaster County averaged
264,360 through 2021 – roughly 11,000 fewer workers than in 2019.

#  EMPLOYED  PERSONS

TOTAL EMPLOYMENT IN LANCASTER COUNTY
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EMPLOYMENT

OUTLOOK

Unemployment has returned to levels reflective of pre-pandemic times, but it speaks to
tightening labor market conditions. The labor market appears to be finding some stability

that should carry through the year. At the same time, labor force participation continues to be influenced
by local pandemic conditions. It is still too soon to determine if and when labor supply may improve.

Interviews with Lancaster County business generally convey a positive outlook for 2022 amidst

SMALL
BUSINESS
CONDITIONS

ongoing labor shortage and price increases. For many businesses, activity at this time of year
remains strong and overall employment levels remain stable. But, operations are challenged with
elevated employee turnover and disruptions due to COVID outbreaks. Strategies to attract and retain
workers, such as wage increases and workplace flexibility, are reported to have limited effectiveness.
These reports align with national surveys of businesses. According to the Small Business Pulse
Survey, conducted by the Census Bureau, over 80% of businesses nationally (and in PA’s two largest
metropolitan areas – Philadelphia and Pittsburgh) reported no change in the number of paid
employees during the first two weeks of January.

EDC’S CENTER FOR REGIONAL ANALYSIS

4

PUBLISHED ON: DECEMBER 1, 2021

Businesses are generally facing healthy customer demand, but the survey reveals it varies across

CONDITIONS

sectors. Manufacturing and retail trade continue to face steady or growing demand. Transportation

(CONT’D)

and warehousing along with professional and business services generally report little to no change
in demand. In contrast, accommodation and food services along with “other services” (catch all for
personal services) continue to face weak or decreasing demand.
Expectations around when business will return to its normal level of operations also varied across
sectors. Around 15% of surveyed businesses within key sectors (including food and accommodation,
construction, retail, warehousing) reported having returned to normal levels of operations. This was
down slightly from the fall months. Overwhelmingly, businesses anticipate more than six months
before things settle. Supply chain and labor ranked highest – particularly for manufacturing and
hospitality – as critical areas in the next six months.

OUTLOOK

Businesses appear to have settled into managing headwinds from supply chain bottlenecks,
inflation, and labor shortages and anticipate a strong year with robust demand.

%  OF  RESPONDENTS

HOW MUCH TIME DO YOU THINK WILL PASS BEFORE THIS BUSINESS RETURNS
TO ITS NORMAL LEVEL OF OPERATIONS?
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SMALL BUSINESS

SOURCE: SMALL BUSINESS PULSE SURVEY, COLLECTED 1/10/2022-1/16/2022. HTTPS://PORTAL.CENSUS.GOV/PULSE/DATA/
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METHODOLOGY

Detecting and interpreting local economic signals is challenging. At the county-level, data lags force a reliance on
national insight on the acceleration of contractionary dynamics and/or inflections in the business cycle (signaling
recovery). These monthly briefings draw upon quantitative and qualitative data. The report sources routinely
collected data at the national, state and local levels. Most of the data is heavily skewed towards the national
economy or the large urban centers. To overcome the national focus, these reports rely on in-depth interviews
with Lancaster-based business leaders from key industry sectors. The business surveys provide essential insight,
identifying emerging issues and confirming local relevance of national trends.

FOR MORE INFORMATION

Please contact Naomi Young, Director, EDC’s Center for Regional Analysis » nyoung@edclancaster.com.
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