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In 2006, Baby Boomers will begin entering 
their sixties. This change in the population 
will dramatically boost the demand for 
medical products and services—a health 
care trend that had already been rising 
steadily since World War II.1 Along with 
this increasing demand have come a host 
of medical and biological breakthroughs 
that have spawned the development of a 
broad range of diagnostic and therapeutic 
treatments.

These factors have helped fuel a robust 
expansion of the medical manufacturing 
industry. Medical manufacturing, which 
includes the production of medical devices 
and pharmaceuticals, is currently one of the 
few U.S. manufacturing industries adding 
workers. Although the pharmaceutical 
industry and, to a lesser extent, the 
medical device industry have experienced 
consolidation in recent years, the demand for 
their products has continued to expand. And 
while the nascent biotechnology industry is 
not yet a major employer, many view it as the 
future of pharmaceuticals, destined to create 
jobs as well as lead to extraordinary cures 
and treatments. The overall economic impact 
of medical manufacturing is limited by the 
industry’s small size, but its relative returns 
are enhanced because it pays good wages 
and employs an above average proportion of 
high-skilled workers. 

The promise of medical manufacturing 
has not gone unnoticed by those concerned 
about the vitality of their local economies, and 
many communities are looking to become the 
next medical manufacturing hub. In this issue 
of The Regional Economy of Upstate New 
York, we describe the medical manufacturing 
industry generally and examine the industry’s 
presence in upstate New York and its 
metropolitan areas.2 We show that upstate has 
a considerable employment concentration in 
the manufacture of both medical devices and 
pharmaceuticals. This activity is distributed 
widely among the region’s metropolitan 
areas, with Buffalo, Glens Falls, Rochester, 
Syracuse, and Utica specializing in the 

industry overall and Albany showing strength 
in two subindustries. 

What is Medical Manufacturing? 
The medical manufacturing industry includes 
firms that research, develop, and manufacture 
products for the prevention, diagnosis, 
treatment, and cure of disease. It is divided 
into two broad categories: medical devices 
and pharmaceuticals. The medical device 
sector includes businesses that produce a vast 
array of instruments, supplies, machines, 
and other medical equipment intended 
for diagnostic and therapeutic purposes. 
Medical device firms range from producers 
of commodities such as disposable hospital 
supplies to high-tech manufacturers of 
medical implants and imaging machines.

 The pharmaceutical sector comprises 
companies involved in the production of 
drugs and related products such as vitamins, 
herbs, blood derivatives, and antiseptics. 
Included in this sector are firms engaged in 
biological and medical research (also known 
as life sciences research). Many such firms 
focus on biotechnology: the application of 
biological knowledge and techniques to 
the development of products and services. 
Biotechnology has applications in a wide 
range of industries (such as agriculture, 
food processing, and chemical engineering), 
yet it is used most in health and medicine. 
Most biotechnology firms are involved 
primarily in research and development and 
do not manufacture drugs themselves; they 
typically sell or license their technology 
to pharmaceutical firms capable of large-
scale production and distribution. Although 
not technically manufacturers, research 
biotechnology companies and other types of 
biomedical research firms are an integral part 
of drug development, and so are considered 
in our study to be a component of the medical 
manufacturing industry. 

Despite being distinct industries 
with few direct linkages, medical devices 
and pharmaceuticals have a great deal in 
common. They often serve the same markets 
and have similar concerns about Food and 
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Table 5
Medical Manufacturing Industry Employment Location Quotients1 
Upstate New York and Its Top Metropolitan Areas, 2000

Medical Devices Pharmaceuticals Medical Manufacturing

Location

Optical 
Instruments 

& 
Lenses

Electro-
medical 

Equipment

Medical 
Equipment 

& 
Supplies 

Medical 
Devices Total

Pharma-
ceuticals 

& 
Medicines

Life 
Sciences 
Research2 

Pharmaceuticals 
Total

Medical 
Manufactur-

ing
 Total

Employ-
ment

Rochester 4.1 1.0 3.1 2.6 1.6 0.2 1.2 2.0 6,164
Buffalo 4.4 0.9 1.4 1.5 1.4 2.2 1.7 1.6 4,732
Syracuse 0.1 1.8 2.5 2.2 1.8 0.3 1.4 1.9 3,570
Glens Falls 0.0 20.5 23.0 21.3 0.0 0.0 0.0 12.1 3,337
Albany 1.3 0.7 0.3 0.4 0.3 3.9 1.6 0.9 2,074
Utica 10.7 8.5 1.5 3.6 0.0 0.3 0.1 2.1 1,358

Upstate 2.6 1.5 2.0 1.9 1.4 1.4 1.5 1.7 26,118

Sources: U.S. Bureau of the Census, County Business Patterns (2000); Census of Professional, Scientific, and Technical Services (1997); authors’ calculations.
Note: In some cases, employment was estimated from ranges of values.
1Location quotients are a common measure of industry employment concentration. A quotient of 1.0 means that a region’s concentration of employment in an industry is 
identical to that of the nation. Quotients above 1.2 (in bold) suggest specialization in a particular industry. 
2Life sciences research employment values are from the 1997 Economic Census—the only government data source that separates the industry from physical and 
engineering research.

Although the overall economic return of medical 
manufacturing is limited by its small size relative to the 
economy as a whole, the industry is growing in upstate New 
York. And while this growth has lagged that of the nation, the 
performance is encouraging in view of the general decline 
in the region’s manufacturing sector. Significantly, medical 
manufacturing activity is widely dispersed upstate, with five 
metro areas—Buffalo, Glens Falls, Rochester, Syracuse, and 
Utica—exhibiting overall strength in the industry. Each of 
these areas, along with Albany, also specialized in at least two 
medical manufacturing subindustries.

Upstate New York has been struggling to adjust to the 
post-industrial economy. For the most part, the region has 
lagged in the development of the high-growth, technology-
intensive industries that are creating good jobs and helping to 
transform local economies. However, this study suggests that 
medical manufacturing is a bright spot in the upstate New York 
economy.

Notes:
1 From 1969 to 1999 alone, the amount spent on health care rose fourfold, to 
$1.2 trillion, or more than 13 percent of GDP—up from just 6 percent of GDP 
three decades earlier (Health Care Financing Administration, National Health 
Expenditures 1969, 1999; U.S. Department of Commerce, Bureau of Economic 
Analysis, National Accounts 1969, 1999).
2 Upstate New York refers to a fifty-county region of New York State that is 
distinct from downstate. Downstate is the New York State portion of the New 
York/Northern New Jersey/Long Island consolidated metropolitan statistical 
area, which includes the New York State counties of Bronx, Dutchess, Kings, 
Nassau, New York, Orange, Putnam, Queens, Richmond, Rockland, Suffolk, 
and Westchester.
3 Medical equipment & supply manufacturing represents about 68 percent 
of the medical device industry. The pure manufacturing component of 
pharmaceuticals (not including life sciences research & development) 
represents about 70 percent of the pharmaceutical industry.
4 U.S. Bureau of the Census, County Business Patterns (2000).
5 Location quotients are calculated by dividing the percentage of a region’s 
employment in an industry by the percentage of total U.S. employment in that 

Syracuse also specialized in pharmaceuticals and medical 
equipment & supplies. Bristol-Myers Squibb, a multinational 
drug firm headquartered in New York City, has a sizable 
manufacturing plant there. Welch Allyn, a producer of medical 
instruments, has a large Syracuse operation as well. 

Glens Falls had the highest medical manufacturing 
location quotients. Despite its small size, the metro has 
developed a relatively substantial medical device industry. A 
number of medium-sized medical device manufacturers have 
located there, including Boston Scientific/NAMIC, C. R. Bard, 
and Kendall Sheridan. 

Utica showed a high employment concentration in optical 
instruments & lenses and electromedical equipment. Conmed 
Corporation, a producer of medical devices for surgery and 
critical care, accounted for over half of Utica’s medical 
manufacturing employment.

Albany had an average concentration of medical 
manufacturing employment overall, but showed specializations 
in optical instruments & lenses and life sciences research. A large 
portion of the metro’s life sciences employment is attributable 
to Albany Molecular Research, Inc., a biotechnology company 
that provides contract research services. 

Conclusion
Medical manufacturing is a technology-intensive, well-paying 
industry with promising long-term prospects. Upstate New 
York plays a significant and diverse role in the industry, with 
specializations in the manufacture of both medical devices and 
pharmaceuticals.  The region has demonstrated a particularly 
strong position in medical devices and is among the top U.S. 
locations for this industry. 
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