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Local Economy in Perspective:

Business Outlook Survey: Businessesre- | Local factors perceived to improve business outlook:
mained optimistic about local economic
conditions. However, they were less op-
timistic this quarter than the previous
guarter as the Business Outlook Index

declined slightly from 129.7 to 128.
(Full story on page 2)

«  Greater employment opportunities

« Increased funding for non-profit organizations

» Increased business in serving an aging population

« Commercia and educational construction and remodeling

« Higher ail prices, booming Stock Market, and increased consumer
confidence

Consumer Sentiment Survey: Households Question Better | Same | Worse

expressed greater optimism about local - q, your family is doing financially com- | 37% | 52% | 11%
economic conditions. The Consumer pared to one year ago?

Sentiment Index rose from 117 to 123. 51% | 42% 7%

(Full storyonpage 3)  [The most likely financial situation of your
family one year from now?

Nonfarm Employment decreased by 500

or at an annualized rate of 1 percent. Seasonally adjusted unemployment rate rose from 9.8 to 10.7 percent.
Over the past four quarters, however, Kern County created jobs at a rate equal to that of California, but
faster than that of the United States. (Full story on page 5)

Weekly Hourly Earnings: When adjusted for the cost of living, manufacturing workers in Bakersfield met-
ropolitan area made $113 per week more than the state average, whereas those who worked in San Diego
earned $102 less. (Full story on page 6)

Commercial Real Estate: Throughout 2000, Bakersfield will continue to gain the attention of national re-
tailers as they expand into California's Central Valley. Two such tenants expected to announce locationsin
2000 are Borders Books and Best Buy. And Orchard Supply Hardware, located on Ming Avenue and Ashe
Road, is actively pursuing two additional Bakersfield locations. (Full story on page 8)

Kern County’ s population grew at avery rapid

rate last decade and is expected to continueto | Ethnic Composition 1990 2000 2010

grow t_hl S deca_\de. Whl lethe c_ounty's_age Struc- |\ hite 63 57 49
ture will remain fairly stable, its ethnic compo-

sition is going to change in favor of the minor- | Hispanic 28 33 40
ity groups. African-American
(Full story on page 13) ' Aqjan and Pacific ISlanders
American Indians 1 1

Kern County'sincome disparity is more pro-

nounced than California and the United States. For example, for each family making more than $75,000,
there are 4 familiesin Kern County, 2 in California, and 3 in the United States with incomes less than
$25,000. Also, Kern County with 52.2 percent of its familiesincluded in the $25,000 to $75,000 income
bracket has a smaller middle class than the state and nation. (Full story on page 15)
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KERN BUSINESS OUTLOOK SURVEY

ABBAS P. GRAMMY, PROFESSOR AND CHAIR OF ECONOMICS

Between the fourth quarter of
1999 and the first quarter of
2000, the Business Outlook Index
fell dightly from 129.7 to 128.0.
This decline indicates that business
managers are still optimistic about
local business conditions, but their
degree of optimism isless than that
of the previous quarter.

Survey respondents, however, ex-
pressed varied level of optimism
with respect to individua questions.

Company Employment

An overwhelming mgjority of sur-
vey respondents reported that the

number of jobs in their companies
stayed the same as the previous
guarter and anticipated employment
to remain unchanged next quarter.
Nearly one-third of the respondents
stated that more jobs were available
this quarter and about one-fourth of
them expected adding jobs next
quarter. Although less than one-
tenth of the managers reported aloss
of jobs this quarter, no one expected
the job loss to continue next quarter.

Company Financial Conditions

Over one-half of business managers
perceived that their financia condi-
tions (sales or profits) improved this

quarter. Forty percent felt no change
intheir sales or profits, but less than
one-tenth perceived worsening fi-
nancial conditions this quarter.
Fifty-two percent of business man-
agers perceived their sales or profits
to increase next quarter. But, the re-
maining forty-eight percent expected
their financial conditionsto stay
constant next quarter.

Industry Employment and Genera
Business Conditions

Nearly seventy percent of business
managers felt that current empl oy-

(Continued on page 4)
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Question Response
Number
Better Same Worse
(Percentage of Total Responses)
1 Employment in your company this quarter was 32.0 60.0 8.0
2 Employment in your company next quarter will be 24.0 76.0 0.0
3 Financial condition (sales or profits) of your company this quarter was 52.0 40.0 8.0
4 Financial condition (sales or profits) of your company next quarter will be 52.0 48.0 0.0
5 Employment and general business conditions in your industry this quarter were 20.0 68.0 12.0
6 Employment and general business conditions in your industry next quarter will be 44.0 48.0 8.0
7 Employment and general business conditions in Kern County this quarter were 28.0 60.0 12.0
8 Employment and general business conditions in Kern County next quarter will be 32.0 56.0 12.0
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BAKERSFIELD CONSUMER SENTIMENT

i
INTERIM DEAN, EXTENDED UNIVERSITY DIVISION ‘E\

SURVEY

MARK EVANS,

-

he Bakersfield Consumer

Sentiment Index increased
from 117 in the final quarter of
1999 to 123 in the first quarter of
2000. The index is compiled from
telephone surveys administered to
arandom sample of 250 house-
holds listed in the Bakersfield
section of the phone book. Index
values over 100 are indicative of
consumer optimism, while values
below 100 suggest pessimism.
The index also is disaggregated
into sub-indexes relating to recent
trends and future expectations.
Both sub-indexes increased in the
first quarter. The Index of Recent

Buying and Financia Trendsin-
creased from 113 to 116, while
the Index of Future Expectations
increased from 121 to 130.

The Index of Recent Buying and
Financia Trendsis constructed
from responses to questions rel at-
ing to expenditures on discretion-
ary items, financial status of the
household compared to one year
ago, and perceived financial con-
dition of acquaintancesin Kern
County. One-half of the house-
holds reported no change in their
financial condition, while more
than three households reported

improved conditions for each one
that reported financial conditions
had worsened. One-third of the
respondents reported making a
major discretionary purchasein
the past 30 days (e.g., furniture,
appliance, electronics, automo-
bile, home improvement).

To assess consumer expectations,
households were asked how they
thought the financial situation of
their families would change over
the coming year. One-half of the
respondents expected the finan-
cial situation of their household

(Continued on page 4)

Most Recent Qtr. Previous Qtr. OneYear Ago
Bakersfield Consumer Sentiment Index 123 117 117
Subindex: Recent Buying & Financial Trends 116 113 109
Subindex: Expectations 130 121 123
Morethan usual Same as usual Lessthan usual
Y our recent spending on discretionary items 21 % 61 % 18 %
(dining out, weekend outings, entertainment)
Better off Same Wor se off
How your family is doing financially compared 37% 52 % 11%
to one year ago.
How your acquaintancesin Kern County are 25 % 68 % 7%
doing financially compared to one year ago.
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Business Outlook (Continued from page 2)

ment and financial conditions of
their industries were the same this
quarter. One-fifth of the respondents
perceived better employment and
financia conditions at the industry
level this quarter. But, about ten
percent of the managers stated that
current employment and financia
conditions have worsened in their
industries. Nearly half of there-
spondents expected that employment
and general business conditions at
the industry level would be un-
changed next quarter. Over forty
percent anticipated improvements,
whereas about ten percent felt wors-
ening industry outlook.

Employment and Genera Business
conditions in Kern County

An overwhelming majority of busi-
ness mangers perceived that employ-
ment and general business condi-
tions of Kern County were the same
asthe previous quarter. Nearly
thirty percent of survey respondents
felt that current business conditions
were better this quarter, but over ten
percent experienced worsening em-
ployment and business conditions.
Likewise, the majority of respon-

dents expected employment and
general business conditions of Kern

County to stay constant next quarter.

Over thirty percent of business man-
agers felt local economic conditions
will improve, whereas over ten per-
cent expressed pessimism about
Kern’s business outlook.

Factors Affecting Business Outlook

Survey participants were asked to
comment on local, regional, na
tional, or international factors that
have affected employment and fi-
nancial conditions of their compa-
nies.

Major factors perceived to hinder
employment and business were:

» Rising interest rates, affecting
business |oan consolidation and
debt

Rising insurance premiums and
increased cutthroat competition
Small pool of skilled labor
Take-over and merger in finan-
cial markets

Tight oil supplies and increased
drilling by all and water-well
companies

YV VV 'V

Major factors perceived to improve

employment and business were:

v' Greater employment opportuni-
ties

v" Increased funding for non-profit
organizations

v Increased businessin serving an
aging population

v' Commercia and educational
construction and remodeling

v' Higher oil prices, booming
Stock Market, and increased
consumer confidence

In summary, business managers are
less optimistic about local business
outlook. Although many business
managers perceived no changein
employment this and next quarter,
they expected improved sales and
profits. These expectations suggest
many companies continue to pro-
duce more with same resources due
to improvements in technology and
productivity. A wide range of posi-
tive and negative factors has contrib-
uted to forming business percep-
tions. In additional to external fac-
tors such as higher oil prices and in-
terest rates, many internal factors
such as unavailability of skilled la-
bor and continued construction
boom have impacted local economic
performance.

Consumer Sentiment (Continued from page 3)

to improve or become more sta-
ble over the coming year, while
less than 10 percent feared things

would become worse or more
risky. Finally, households were
asked if now isasafe or risky
time to use savings or incur debt
to purchase expensive goods.

One-third (33 percent) thought it
was a safe time to buy, while 26.5
percent thought it was arisky
time.

Better or more stable

About the same

Worseor morerisky

coming year.

The most likely financial situation of your family 51 % 2% 7%
one year from now

Optimistic Neutral Fearful
How your acquaintances in Kern County view the 51 % 37% 12%

Safe time to buy

Neutral response

Risky time to buy

Is now a safe or risky time for most people to use
savings or incur debt to buy expensive goods?

33%

40 %

27 %




Kern Economic Journal

Page 5

NONFARM EMPLOYMENT AND UNEMPLOYMENT IN

KERN COUNTY

ABBAS P. GRAMMY, PROFESSOR AND CHAIR OF ECONOMICS

easonally adjusted data indicate that

the labor force and total employment
declined between the fourth quarter of
1999 and first quarter 2000 in Kern
County. While the farm sector recorded
employment gains, jobs were lost in the
nonfarm sector and also for self-
employed workers and those who worked
outside their areas of residence. Among
the nonfarm industries, transportation
equipment, wholesale trade, health ser-
vices, state and local government, and
local education added jobs, whereas retail
trade, transportation, business services,
and federal government reduced employ-
ment. Overall, the rate of unemployment
rose by less than one-percentage point.

Over the past quarter, the nonfarm sector
lost 500 jobs. Nonfarm employment de-
clined at an annualized rate of 1 percent.
Asshown in Table 1, nonfarm employ-
ment increased at an annualized rate of
2.8 percent in California and 2.6 percent

in the United States in this quarter. How-
ever, over the previous four quarters,
nonfarm employment growth averaged
2.8 percent in both Kern County and
Californiaand 2.2 in the United States.

Chart 1 compares nonfarm employment
trends. For the purpose of comparison,
nonfarm employment has been indexed to
avalue of 100 for the first quarter of
1997. In Kern County, nonfarm employ-
ment increased continuously to an index
value of 108.1 in the fourth quarter of
1999 before falling to 107.8 in the first
quarter of 2000. The employment index
roseto 109.4 in Californiaand 107.6 in
the United States.

Table 2 and Chart 2 compare unemploy-
ment rates. Historically, the unemploy-
ment rate of Kern County hasbeenin
double digits. Twicein the 1990s, the
first quarter of 1997 and fourth quarter of
1999, Kern's unemployment rate fell to

single digits. Between thefirst quarter of
1997 and thefirst quarter of 2000, the
unemployment rate rose from 9.2 to 10.7
percent in Kern County, but fell from 6.7
to 4.8 percent in California, and from 5.3
to 4.1 percent in the United States. Since
four quarters ago, the unemployment rate
has declined from 12.4 to 10.7 percent in
Kern County, 5.7 to 4.8 percent in Cali-
fornia, and 4.3 to 4.1 percent in the
United States.

In summary, total wage and salary non-
farm employment fell in the first quarter
of 2000. Asaresult, the unemployment
rate rose to double digits again. How-
ever, this small decline in nonfarm em-
ployment should not signal alonger-term
trend because many workers find jobsto
help accommodate the fourth quarter's
holiday seasons. |n retrospect, Kern
County created jobs at arate equal to that
of California, but faster than that of the
United States over the past four quarters.
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Nonfarm Employment

Tablel Table2
Annualized Growth of Nonagricultural Employment Unemployment Rate (Seasonally Adjusted, %)
(Seasonally Adjusted, %)
Kern California United States Kern California  United States
10.7 48 41
L atest Quarter 10 28 26 Latest Quarter
Previous Quarter 9.8 49 41
Previous Four 28 28 22
Quarters Four QuartersAgo 124 57 4.3
Chart 1 Chart 2
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! The United Sates Department of Labor provided seasonally adjusted data. Data for California and Kern County were collected from the
Sate's Employment Development Department. | have adjusted data for Kern County for seasonality by using the ARIMA X-11 time-series,

using the SPSS statistical software package.
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WEEKLY EARNINGS IN MANUFACTURING

ABBAS P. GRAMMY, PROFESSOR AND CHAIR OF ECONOMICS

he California Employment Devel-

opment Department provides
monthly data on hourly earnings and
weekly hours of work in various indus-
tries for seventeen major metropolitan
areas including Bakersfield. Although
the industry coverage varies across these
areas, data for smaller areas like Bakers-
field are limited to manufacturing indus-
tries.

As shown in the following table, San
Jose leads all metropolitan areas with
$17.46 in hourly earnings, whereas
Fresno ranks last with only $12.34. Ba-
kersfield is placed 10th with an average
hourly rate of $14.01. Orange County
|eads Californiain weekly hours of work
with 43.2. In contrast, San Diego is
placed last with 39.5 hours. Bakersfield
with an average of exactly 40 hours per

week ranks next to the last. Multiplying
hourly earnings by weekly hours of
work, we find the amount of weekly
earnings. Once again, San Jose offers
the highest weekly earnings of $718.
Fresno, on the other hand, paysits
manufacturing workers only $501 per
week. Bakersfield is ranked 12th with
weekly earnings of $560.

(Continued on page 7)

Consumer Real Real Difference
Hourly Hourly | Weekly | Weekly | Weekly | Weekly Price Weekly | Weekly From
Earnings | Earnings | Hours | Hours | Earnings | Earnings Index Earnings | Earnings | California

Amount Rank | Amount | Rank | Amount Rank Amount Rank Amount
California 14.07 412 580 1.399 414
Bakersfield 14.01 10 40.0 16 560 12 1.063 527 3 113
Fresno 12.34 17 40.6 13 501 17 1.063 471 5 57
Los Angeles-Long Beach 13.19 14 425 2 561 11 1.735 323 14 91
Modesto 14.13 8 41.0 11 579 10 1.063 545 2 131
Oakland 15.85 3 42.4 3 672 2 1.735 387 7 27
Orange County 13.47 12 43.2 1 582 9 1.735 335 13 -79
Riverside-San Bernardino 12.53 16 42.0 4 526 16 1.735 303 17 -111
Sacramento 15.00 4 40.8 12 612 4 1.735 353 9 -61
Salinas 14.10 9 42.0 4 592 7 1.063 557 1 143
San Diego 13.69 11 39.5 17 541 14 1.735 312 15 -102
San Francisco 14.91 5 40.2 14 599 5 1.735 345 10 -69
San Jose 17.46 1 41.1 10 718 1 1.735 413 6 -1
Santa Barbara-Santa Maria 14.33 7 41.2 9 590 8 1.735 340 12 -74
Santa Rosa-Petaluma 14.85 6 40.1 15 595 6 1.735 343 11 -1
Stockton-Lodi 13.46 13 415 7 559 13 1.063 525 4 111
Vallejo-Fairfield-Napa 16.14 2 415 7 670 3 1.735 386 8 -28
Ventura County 12.88 15 419 6 540 15 1.735 311 15 -103
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Earnings (Continued from page 6)

Obviously, income comparisons are
only meaningful when we consider the
cost of living differences. However, we
note that a cost of living index is not
available for all metropolitan areas of
Cdlifornia. The Bureau of Labor Statis-
tics publishes monthly data on the Con-
sumer Price Index (CPI) for the nation,
regions, and selected local areas includ-
ing Los Angeles-Riverside-Orange
County and San Francisco-Oakland-San
Jose. Also, the American Chamber of
Commerce Research Association
(ACCRA) collects quarterly data on
relative price levels of basic consumer
goods and services. The index provides
useful and reasonably accurate measure
of cost of living differences among par-
ticipating urban areas. But, the most
recent ACCRA report covers only seven
metropolitan areas in California, exclud-
ing Bakersfield.

To overcome the unavailability of uni-
form cost of living data, we use the pub-
lished CPI for Western urban areas ac-
cording to size. The average CPI value
for the first three months of 2000 is
173.5 for urban areas with population
over 1.5 million and 106.3 for urban ar-
eas with population between 50 thou-
sand to 1.5 million. Then, we divided
weekly earnings by appropriate CPIl val-
ues to adjust for the cost of living. This
adjustment yields interesting results.
Less populated agrarian economies of
Central Californiarecord higher real
weekly earnings than the larger metro-
politan areas. Thetop ranking areas are
now Salinas, Modesto, and Bakersfield,
whereas the low ranking areas include
Riverside-San Bernardino, Ventura
County, and San Diego. The following
chart exhibits the real weekly earnings
differential between each metropolitan
areaand California. For example, work-
ersin Bakersfield make 113 morein

constant dollars, but San Diego's manu-
facturing labor force earns 103 less than
California's average. Interestingly, San
Jose, which had the highest unadjusted
weekly earnings, records real weekly
earnings almost equal to that of Califor-
nia

In general, workersin less populated
areas of Central Californiaare paid
lower hourly wages and work smaller
weekly hours. As a consequence, their
weekly incomes are much lower than
those who work in larger metropolitan
areas. However, when wages are ad-
justed for the cost of living, the latter
group or workers makes more and the
former group earns less than the state
average.

Real Weekly Earnings Differentialsfrom California
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