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Local Economy in Perspective:

B usinesses were optimistic about local | Local factors perceived to improve business outlook:
economic conditions. The Business

Outlook Index increased from 125.1 in the
second quarter to 129.4 in the third quarter of

Higher prices for crude oil
Distribution of funds to provide child care

2000. (Full story on page 2) «  Continued economic and employment growth

»  Affordability of housing

«  Emergence of golf as a popular sport
H ouseholds expressed greater optimism |Question Better | Same | Worse

about local economic conditions. The |How your family is doing financially com-| 43% | 47% 10%

Consumer Sentiment Index rose from 111 in |pared to one year ago?
the second quarter to 125 in the third quarter 47% | 49% 4%
of 2000. (Full story on page 3) The most likely financial situation of your

family one year from now?

on-farm employment increased by 4,000 or at an annual rate of 6 percent. The rate of unemployment declined

from 11.7 percent in the second quarter to 10.1 in the third quarter of 2000. Over the past four quarters, Kern
County created jobs at a rate of 2.4 percent compared with California at 3.1 percent and the United State at 3.0 per-
cent. (Full story on page 5)

P ersonal income increased at an average annual rate of 2.9 percent, while population grew at 2.3 percent. As a
result, personal income per capita rose at only 0.6 percent annually. While Kern’s income growth rate was
equal to that of California and faster than that of the United States, its rapid population growth resulted in an increas-
ing income disparity between the local economy and state and national economies. (Full story on page 12)

he local child care industry supports 3,727 jobs and generates $125.8 million dollars in gross receipts annually.
With such a significant economic contribution, we must integrate the child care language into local economic
development plans. (Full story on page 6)

K ern Economic Development Corporation reports that its business recruitment and retention efforts helped cre-
ate 3,000 jobs in the fiscal year ending June 2000. Likewise, the Employers’ Training Resource placed more
than 1,250 workers in the first six months of 2000. The Department of Human Resources reports that more than
12,000 welfare grants have been reduced and more than 4,800 grants have been terminated since 1998. However,
most of these jobs are in low-skilled service sectors with an average wage of $7. The challenge to local economic de-
velopment planners is the creation of higher-paying jobs. (Full story on page 15)

K ern County has the highest probability of being selected for a prison location, while Orange County the lowest
among fifty-eight counties in California. The determinants of this probability include higher rates of poverty,
population growth, and unemployment, but lower number of manufacturing firms, level of education, and housing
prices. (Full story on page 18)
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KERN BUSINESS OUTLOOK SURVEY

ABBAS P. GRAMMY, PROFESSOR AND CHAIR OF ECONOMICS

his article presents opinions of

business managers regarding
current and anticipated economic
conditions of Kern County in the
third quarter of 2000. On October 2-
6 and 9-11 we telephoned a random
sample of 400 members of the
Greater Bakersfield of Commerce,
of whom 150 replied. Responses
were enumerated to construct the
Business Outlook Index (BOI). The
BOI value of 100 indicates neutral-
ity about local business conditions,
greater than 100 expresses optimism,
and less than 100 pessimism.

Between the second and third quar-
ters of 2000, the BOI rose from
125.1to 129.4. This increase indi-
cates that business managers are
more optimistic about local business
conditions. Compared with one year
ago, the BOI rose by over 15 points,
indicating greater optimism in the
business community.

The majority of survey respondents
reported that the number of jobs in
their companies stayed the same as
the previous quarter. They expected
the number of jobs available in their

companies to remain unchanged in
the next quarter.

Over one-half of business managers
perceived that financial conditions
(sales or profits) of their companies
improved this quarter and project
improvement into the next quarter.

The majority of business managers
perceived that current employment
and financial conditions of their in-
dustries were the same this quarter

(Continued on page 4)

Business Outlook Index
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Question Response
Better Same Worse
(Percentage of Total
Responses)
Employment in your company this quarter was 35.2 52.0 12.8
Employment in your company next quarter will be 26.2 65.1 8.7
Financial condition (sales or profits) of your company this quarter was 53.4 324 14.2
Financial condition (sales or profits) of your company next quarter will be 57.2 33.3 9.5
Employment and general business conditions in your industry this quarter were 40.9 47.0 121
Employment and general business conditions in your industry next quarter will be 35.6 55.0 9.4
Employment and general business conditions in Kern County this quarter were 34.2 55.9 9.8
Employment and general business conditions in Kern County next quarter will be 38.5 52.4 9.1
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BAKERSFIELD CONSUMER SENTIMENT SURVEY

MARK EVANS, INTERIM DEAN, EXTENDED UNIVERSITY DIVISION A &3
\.w

he Bakersfield Consumer Sen-

timent Index bounced back
sharply in the third quarter after re-
treating in the second quarter, in-
creasing from 111 to 125. The index
is compiled from telephone surveys
administered to a random sample of
households 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 second
quarter. The Index of Recent Buying
and Financial Trends increased from
104 to 123, while the Index of Fu-
ture Expectations increased from
118 to 127.

The Index of Recent Buying and Fi-
nancial Trends is constructed from
responses to questions relating to
expenditures on discretionary items,
financial status of the household
compared to one year ago, and per-
ceived financial condition of ac-
quaintances in Kern County. One-
half of the households reported they
spent at normal levels and experi-
enced no change in their financial
condition. Three households spent
more than usual on discretionary
items for every two households who
spent less than normal. More than
four households reported improved
conditions for each one that reported
financial conditions had worsened.
Nearly 15 respondents thought the
financial situation of their acquaint-
ances in Kern County had improved

over the past year for every respon-
dent who thought their local ac-
quaintances had become worse off.

To assess consumer expectations,
households were asked how they
thought the financial situation of
their families would change over the
coming year. Although one-half of
the families thought their status
would remain about the same, more
than ten families expect financial
improvement for each that expects
its situation to worsen. Respondents
also were asked to reflect on the ex-
pectations of friends, relatives, and
other acquaintances living in Kern
County. Over three households re-
ported that local acquaintances seem
to expect their financial situation to

(Continued on page 4)

TABLE 1
INDEX VALUES
Most Recent Previous One Year
Quarter Quarter Ago
Bakersfield Consumer Sentiment Index 125 111 110
Syb |n(_Jex: Recent Buying & 123 104 108
Financial Trends
Sub index: Expectations 127 118 112
TABLE 2
RECENT BUYING AND FINANCIAL TRENDS
More than | Same as | Less than
usual usual usual
Yoyr recent spe_ndlng on discretionary items (dining out, weekend 31 % 50 % 19 %
outings, entertainment)
Better off Same Worse off
How your family is doing financially compared to one year ago. 43 % 47 % 10 %
How your acquaintances in Kern County are doing financially com- 26 % 72 0 204
pared to one year ago.
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Business Outlook (Continued from page 2)

and are likely to remain constant in
the next quarter.

Over fifty percent of business man-
agers felt that employment and gen-
eral business conditions in Kern
County were the same as the previ-
ous quarter. They expected employ-
ment and general business condi-
tions in Kern County to stay con-
stant in the next quarter

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 loan consolidation and
debt

« High gasoline prices, increasing
transportation cost and reducing
tourism

« Small pool of skilled labor, but
large pool of unskilled labor,
which make it difficult to place
workers

«  Lower reimbursement for medi-
cal services and shortage of
qualified nurses

«  Small business facing competi-
tion from large business over
sales

«  State regulations and guidelines,
increasing production cost

Major factors perceived to improve
employment and business were:

« High prices for crude oil

Distribution of funds to provide

child care

» Continued economic and em-
ployment growth

«  Affordability of housing

»  Emergence of golf as a popular

sport

Overall, business mangers are very
optimistic about local business out-
look. A wide range of positive and
negative factors has contributed to
forming business perceptions. In
addition to external factors such as
higher oil prices and interest rates,
many internal factors such as un-
availability of skilled labor and in-
creased funding for child care have
impacted local business outlook.

Consumer Sentiment (Continued from page 3)

improve over the coming year for
each one that reported acquaintances
seem to fear things will worsen or
become more risky. Finally, house-
holds were asked if now is a safe or

risky time to use savings or incur
debt to purchase expensive goods.
Thirty-seven (37) percent thought
this is a prudent time to draw down
savings or incur debt, while 21 per-
cent thought it is a risky time.

TABLE 3
FUTURE EXPECTATIONS
Better or more | About the |Worse or more
stable same risky
The most likely financial situation of your family one year from now 47 % 49 % 4 %
Optimistic Neutral Fearful
How your acquaintances in Kern County view the coming year. 31 % 59 % 10 %
Safe time to Neutral Risky time to
buy response buy
Is now a safe or risky time for most people to use savings or incur debt 37 % 42 % 21 %
to buy expensive goods?
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EMPLOYMENT AND UNEMPLOYMENT IN

KERN COUNTY

ABBAS P. GRAMMY, PROFESSOR AND CHAIR OF ECONOMICS

Seasonally adjusted’ data indi-
cate that Kern County experi-
enced rapid employment growth
in the third quarter of 2000.
While the labor force increased
by 4,100, total employment grew
by 8,100. The increase in total
employment consisted of 6,500
farm jobs plus 4,000 non-farm
jobs less 2,400 jobs in the market
for self-employed labor and those
who worked outside their resi-
dential locations. This quarter’s
unemployment rate of 10.1 per-
cent was calculated as 29,100 un-
employed persons out of 288,300
members of the labor force. This
rate was 1.6 percent lower than
that of the previous quarter.

In the non-farm sector, employ-
ment increased in service produc-

ing, retail trade, services, con-
struction, and local education.
However, jobs were lost in manu-
facturing, wholesale trade, and
transportation equipment. In the
third quarter of 2000, non-farm
employment increased at an an-
nual rate of 6.0 percent in Kern
County, 2.4 percent in California,
and only 0.4 percent in the United
States. Over the previous four
quarters, non-farm employment
growth averaged 2.4 percent in
Kern County, 3.1 percent in Cali-
fornia, and 3.0 in the United
States.

The chart below illustrates unem-
ployment trends in the local,
state, and national economies.
Historically, the rate of unem-
ployment in Kern County had

been in double digits. Twice in
the 1990s, the first quarter of
1997 and fourth quarter of 1999,
Kern’s unemployment rate fell to
single digits. Between the second
and third quarter of 2000, the un-
employment rate fell from 11.7 to
10.1 percent in Kern County.

The quarterly unemployment rate
stayed constant at 5.0 percent in
California and 4.0 percent in the
United States. Compared with
the third quarter of 1999, the un-
employment rate declined from
11.1 to 10.1 percent in Kern
County, stayed at 5.0 percent in
California, and fell from 4.2 to
4.0 percent in the United States.

Unemployment Rate

Percentage

0.0

10.0 —+ ~ - - e

5.0 ——*—
——— ]

1997

1998 1999

Quarters

2000

K ern County @EESSNNNSC glifornia ==———————9|jnited States

! Quarterly data are adjusted for seasonality by the X-11 procedure of the ARIMA model using the SPSS statistical software

package.
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THE EcoONOMIC IMPACT OF CHILD CARE IN

KERN COUNTY

MARY McCABE, FACILITATOR, LOCAL INVESTMENT IN CHILD CARE PROJECT

hild care is big business in Kern

County. If you did not know that,
you are not alone. Child care provid-
ers, policy makers, and business peo-
ple recognize that quality, affordable
child care is important to children and
families, but many do not make the
link between child care and the Kern
County economy.

Kern County’s child care industry pro-
vides a social infrastructure that is
critical to the county’s overall eco-
nomic vitality and its quality of life.
The industry alone supports over
3,727 local jobs and generates $125.8
million in gross receipts. It is compa-
rable in output to some other key in-
dustries in Kern County, including, for
example, in the agricultural sector, the
production of carrots ($104.8 million)
and cotton ($150.8 million). More-
over, child care sustains the county’s
growing workforce by enabling par-
ents to take new jobs, to return to pre-
viously held jobs sooner, and to in-
crease productivity and advancement
where they are already employed.

From a public policy perspective, in-
creased investments in quality, afford-
able child care and early childhood
education are needed to decrease pub-

lic expenditures in criminal justice,
remedial education, and social ser-
vices while helping low-income fami-
lies make the transition from welfare
to work. From a business standpoint, a
stable supply of quality licensed child
care is crucial for staff productivity
and retaining the best employees.

In Kern County, quality, affordable
child care is in short supply. More
than 5,329 children are estimated to
be on a waiting list for subsidized
child care in the county. To help
meet this need, the Community Con-
nection for Child Care has embarked
on the Local Investment in Child
Care (LINCC) project, a facilities
and business development initiative
funded by the David and Lucile
Packard Foundation.

The purpose of the LINCC project is
to increase licensed child care in
Kern County by incorporating busi-
ness strategies into local develop-
ment priorities and activities. This is
accomplished by the following four
goals:

1. Integrate child care language
into local economic develop-
ment plans.

Kern County
Child Care is Good Business

2. Encourage lending institutions
to offer better loan products for
the child care industry.

3. Develop business skills of child
care providers.

4. Disseminate information in Kern
County as well as state-wide
with the goal of changing the
perceptions and attitudes of the
economic development field, the
lending institutions, policy mak-
ers, and the child care sector to
recognize the economic value of
the child care industry.

The following information focuses

on the economics of child care in

Kern County and reasons why in-

vesting in child care makes good

business sense:

Key Findings — 1999 Size and Gross
Receipts

* Child care is a $125.8 million
industry. Child care centers ac-
count for $102.4 million in gross
receipts and family child care
homes $23.4 million.

(Continued on page 7)
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Child Care (Continued from page 6)

Employment

e Licensed child care directly em-
ploys 2,473 people, representing
almost one percent of civilian
employment in Kern County.

» Licensed child care creates
1,254 jobs in other industries
(“indirect” jobs) in the county.

Recent Expansion, Existing Short-
ages, and Future Needs

« In Kern County, there are almost

95,000 children under the age
of 14 with a single parent or
both parents in the workforce —
but only 25,306 licensed child
care spaces available. This
means that nearly 3 out of 4
children of working parents do
not have access to licensed
child care.

* Increases in labor force partici-
pation rates of Kern County
women will increase the num-
ber of children requiring care.

25,306
spaces

e The implementation of Cal-
WORKS has significantly in-
creased child care demand.

Economic Benefits of Local Invest-
ment in Child Care

» Licensed child care is fully inte-
grated into the local economy
through the purchase of goods
and services that insure quality

care and compliance with busi-
ness formalities.

The licensed child care industry
supports business formation and
creates indirect jobs that are not
supported by consumer expendi-
tures on unlicensed
“babysitting”.

Virtually all jobs supported by
the total dollars spent, or final
demand, for child care remain in
the local community in contrast
with other local industries that
are more global. For instance,
each increase of $1 million in
final demand for petroleum sup-
ports up to 26 jobs, but 40 per-
cent of these jobs are located
outside the United States.
Licensed child care not only cre-
ates a significant number of lo-
cal jobs, it also supports parental
employment, which increases
local labor force participation,
output, personal income, busi-
ness formation, and taxes. Li-
censed care is typically a more
stable support for parental em-
ployment than unlicensed, infor-
mal care.

Investment in high-quality child
care reduces local public sector
expenditures in other categories,
such as criminal justice, welfare,
and other social programs. Other
studies show that licensed child
care is often higher quality than
unlicensed care, and thus pro-
duces more public sector sav-
ings.

One national study, which
tracked children for more than
25 years, found that each dollar
spent on high-quality preschool
programs saved $7 in future
spending on criminal justice,
welfare, and other social pro-
grams.

What Kern County Business Leaders
Can Do

Incorporating child care into all fac-
ets of economic development will be
a significant challenge for Kern
County. However, short-term action
is necessary while comprehensive,
county-wide reform is formulated:

1. Existing dollars for child care
services should be protected and
expanded.

2. Business and the local govern-
ment benefit from child care ser-
vices and should support the in-
dustry by expanding the avail-
ability and accessibility of fi-
nancing mechanisms. Lending
institutions can provide low in-
terest loans for start-up, en-
hancement, or expansion of
child care businesses.

3. Concerted efforts to build child
care supply should not preclude
concerns about the quality of
that care.

It is our hope that child care provid-
ers will see themselves as business
people and entrepreneurs, and that
the financial lending community will
embrace the development of child
care facilities. The LINCC project
provides technical assistance to pro-
viders and lenders who are interested
in facility development or expan-
sion.

The findings contained in this report
are a first step towards reframing
child care from a supportive social
service to an established industry
that is helping to fuel Kern County’s
overall economic growth.
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ISSUES AFFECTING WELFARE OF CHILDREN IN

KERN COUNTY

CHERYL HOLSONBAKE, RESEARCH ASSOCIATE, COMMUNITY CONNECTION

FOR CHILD CARE

The Cost of Raising Children

he United States Department of

Agriculture (USDA) recently
released its 1999 publication,
“Expenditures on Children by Fami-
lies.” According to USDA esti-
mates, families will spend $6,080 to
$12,550 during an infant’s first year
of life. Considering all basic needs,
families would spend between
$174,090 and $344,800 per child
from birth to age 18. Realizing this
cost, it makes sense to consider other
economic factors such as wages, un-
employment, child support, and
child care when examining the wel-
fare of children in our county.

Wages

According to the United States Bu-
reau of Labor Statistics, the 1998
annual average pay for workers in
Kern County was $26,281. This fig-
ure is substantially lower than those
of the United States and California
average annual pay, $31,908 and
$35,349 respectively. Kern County
employees earn 82 percent of the av-
erage American’s salary and 74 per-
cent of the average Californian’s sal-
ary. The average agriculture wage
in Kern County is about $14,000 per
year. With nearly 20 percent of the
county’s workforce employed in ag-

riculture, it is no surprise that many
of our families live below the federal
poverty guideline.

Unemployment

Throughout most of the 1990s, Kern
County faced average annual unem-
ployment rates of 12 to nearly 16
percent, according to the California
Employment Development Depart-
ment. Although improved, Kern’s
1999 rate remained high at 11.3 per-
cent. In that same year, California’s
rate was 5.2 percent and the United
States rate was 4.2 percent.

Poverty

The United States Department of
Health and Human Services utilizes
an annual set of guidelines to define
poverty for federal programs. The
2000 poverty measure for a family
of four is $17,050. Poverty rates
usually are calculated for large areas,
such as a state or county. However,
these rates may not reflect actual
conditions in local communities.
Therefore, at the request of the De-
partment of Education, the United
States Census Bureau recently ex-
amined poverty within school dis-
tricts to determine rates, which bet-
ter represent neighborhood condi-
tions. Using 1990 Census Data and

more recent Current Population Sur-
veys, statisticians have estimated
poverty levels of local school dis-
tricts across the nation. Based on
these findings, Kern County’s esti-
mated student poverty ratio is 25
percent — one in four students lives
in poverty. Statewide, the figure is
22 percent. Looking at commonly
recognized geographic regions
within Kern County, the numbers
show as many as 38 percent of stu-
dents in some communities live in
poverty.

Welfare Reform

The Governor signed legislation in
August 1997 authorizing Califor-
nia’s welfare-to-work act -- Califor-
nia Work Opportunity and Responsi-
bility to Kids (CalWORKS). The
mission of Kern County’s Cal-
WORKSs program is to “aggressively
prepare individuals for employment,
ensure a safe, protected, and perma-
nent environment for children, and
deliver self-sufficiency services that
maximize good health, social and
emotional well-being, economic
well-being, safety and survival, edu-
cation, and work-force readiness.”
Kern Works Partnership is a collabo-
ration of agencies working together
to implement CalWORKS’ require-
(Continued on page 9)

Average Annual Wages, 1998

Kern County $26,281

California $35,349

United States $31,908
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Children (Continued from page 8)

ments in Kern County. The Kern
Works model combines many sup-
port services needed to move partici-
pants from a lifestyle of welfare to
one of work and self-sufficiency.

Kern County’s Department of Hu-
man Services reports 17,754 Cal-
WORKSs enrollments, a decrease of
3,017 welfare cases, and a savings of
$20.5 million in cash grants during
the past two years. CalWORKSs has
had a direct impact on children. In
total, nearly 38,000 Kern County
children are affected by the program
which encompasses child care,
immunization requirements, and
school attendance policies for par-
ticipating families. Under Cal-
WORKSs legislation, money is avail-
able to pay for child care when par-
ents are transitioning into the work-
force. Since January 1998, more
than 10,000 children have received
care and $17 million has been paid
to local providers on behalf of Cal-

WORKS parents, according to Com-
munity Connection for Child Care.

Child Care Costs

According to the California Child
Care Resource & Referral Network,
Kern County’s average annual cost
of full-time, licensed center care for
an infant during 1998 was $7,139.
This figure is 27 percent of the
county’s average annual wage. Cali-
fornia’s average cost for infant care
was $6,549 — 19 percent of the
state’s average wage. Kern County
residents, while only earning 74 per-
cent of the average Californian’s
wage, are paying nearly $600 more
each year per child for comparative
care.

Child Support

The state and nation have targeted
fatherhood initiatives encouraging
both parents to support children

emotionally and financially. In the
1997-98 fiscal year, 84 percent of

Kern County family law cases in-
cluded orders of support, up from 66
percent in 1996-97, according to the
California Department of Social Ser-
vices. The figure is higher than the
state’s rate of 64 percent and places
Kern in the top five counties for ob-
taining child support orders. While
Kern County has improved its record
for obtaining orders of support, it
falls behind the state in collecting on
those orders. In 1997-98, 39 percent
of the total child support owed state-
wide was collected. This means
$738,363,421 of the $1,872,391,570
owed in California was collected. In
Kern County, child support orders
totaled $73,700,449 and 33 percent
or $24,294,632 was collected.

Reprinted by permission from Report
Card: 2000—Examining Issues Affect-
ing Kern County’s Children, Kern
County Network for Children under Ex-
ecutive Directorship of Stephen L.
Sanders.

Source: Bureau of Census 1995

Kern County Student Poverty Rates by Area
Kern County CalWORKSs Children (Ages 0-14)
Estimated Number of | Students Living in
Census Areas Students (Ages 5-17) | Poverty, % of Total No. of Children Percentage of Total
] Bakersfield 25,814 68.3

Greater Arvin/Lamont 8,691 38

Delano 3,120 8.3
Greater Delano/McFarland 11,069 38

Lake Isabella 518 1.4
Greater Frazier Park 1,484 10

Lamont 1,766 4.7
Greater Taft 4,644 15

Mojave 2,202 5.8
Greater Tehachapi 5,010 14

Ridgecrest 1,006 2.7
Greater Rosamond/Mojave 8,831 16

Shafter 2,248 5.9
Greater Shafter/Wasco 8,472 37

Taft 1,122 3.0
Indian Wells Valley 8,800 10
Kern River Valley 399 36

Kern County 37,796 100
Metropolitan Bakersfield 81,940 25 -

Kern County Department of Human Services -- July 1999
Kern County 139,340 25




Page 10

Volume 2 Issue 3

EDUCATIONAL ASPIRATIONS OF KERN COUNTY’S

YOUTH

ALMA ROBLEDO, GRADUATE IN ECONOMICS AND STUDENT IN EDUCATION

College education is an invest-
ment in human capital. While
the costs of college education (in
terms of both out-of-pocket payment
and foregone income) are paid over
a short time interval, its benefits are
realized over the productive lifetime.
Hence, college education is worth
the cost.

Both the individual being educated
as well as the society receive bene-
fits from college education. These
benefits have economic and social
values. Individuals will benefit from
college education by making more
income. A college graduate with a
baccalaureate degree would earn, on
average, an annual income of
$33,000 as opposed to $19,000 by
one holding a high school diploma.
The following table shows the pre-
sent value of lifetime income for
various levels of education. For in-
stance, an individual worker holding
a high school diploma is expected to
earn over $800,000, whereas one
with a baccalaureate degree can ex-
pect to make in excess of $1.4 mil-
lion over the lifetime. This income

difference adds up to $600,000 in
present value over lifetime. Obvi-
ously, the income difference in-
creases with the level of educational
attainment.

Other individual benefits of college
education are greater fringe benefits,
safer work environment, more lei-
sure time, better-educated children,
and improved social status. The so-
ciety will also benefit from college
education, as it collects more tax
revenues and enjoys lower crime
rate, greater labor productivity, ad-
vancement in knowledge and tech-
nology, and improvement in social
cohesion. These social spillover
benefits justify the government sub-
sidy to students and colleges. Many
high school students respond to
these incentives by attending col-
lege.

To measure educational aspirations
of high school students in Kern
County, a survey was conducted at
East Bakersfield High School in or-
der to fulfill a course requirement in
Economics 380: Gender and Diver-

sity in the Workplace, which was
completed in June 1999. This sur-
vey was administrated to 118 stu-
dents taking Math A and Algebra 1
classes. The survey respondents
were 56 percent male and 49 percent
female. Seventy-four percent of stu-
dents classified themselves as His-
panic, 14 percent White, 8 percent
African-American, 2 percent Asian-
Americans, 1 percent Native Ameri-
cans, and 1 percent foreign born na-
tional. Nearly 65 percent of students
were in the 10" grade, 23 percent in
11" 8 percent in 9", and the remain-
ing 4 percent in 12",

Ninety-one percent of the respon-
dents indicated they plan to attend
college. Nearly 60 percent of the
college-bound students intended to
stay in Bakersfield to further pursue
their education at Bakersfield Col-
lege (40 percent) and California
State University, Bakersfield (20
percent). About 40 percent had at
least one parent whose highest level
of education was college. In this

(Continued on page 14)

I[Educational Attainment Present Value of Lifetime Income
High School Drop-out $609,000
High School Diploma $821,000
IAssociate Degree $1,062,000
Baccalaureate Degree $1,421,000
Master’s Degree $1,619,000
Doctoral Degree $2,142,000
Professional Doctoral Degree (law, medicine) $3,013,000
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SMALL BUSINESS:
HOME

JEFFREY B. JOHNSON, DIRECTOR, WEILL INSTITUTE SMALL

THERE 1S NO PLACE LIKE

BUSINESS DEVELOPMENT CENTER

he Small Business Administra-

tion recently published a study
of home based businesses which
comes up with some surprising facts.

Home based businesses make up the
majority of businesses in Kern
County. Out of a total of 30,000
businesses in Kern County only
about 6,000 have employees. The
balance of 24,000 businesses is pri-
marily home based. Nationally,
small businesses contribute 2.9 tril-
lion dollars to our economy with
home based firms accounting for 11
percent or 314 billion dollars. Aver-
age receipts for a home based busi-
ness were $36,677. Based upon this,
Kern County home based businesses
generate almost $1 billion in reve-
nue. With over 4,000 new businesses
starting operation in Kern County
each year, about $16 million is in-
vested by home based businesses
each year primarily from savings
and personal assets.

As shown in the following graph,
most home based businesses are
started as a source of primary (18
percent) or second income (36 per-
cent). In spite of the presumed ad-
vantages of home based businesses--
no rent or utility costs, no commut-
ing and lack of employees-- home
based businesses fail at the same rate
as non-home based businesses. An-
other assertion that home based busi-
ness owners work longer hours was
found to be untrue. Non-home
based businesses spend about 10
hours per week more on their busi-
nesses than do home based business
OWners.

Women owned businesses represent
almost 40 percent of home based
business in Kern County. Minorities
account for 18 percent of home
based businesses. The interesting
fact here is that the majority of mi-
nority owners do not operate busi-
nesses from their home and few His-

Why They Do It?

Health, no work, new

ideas, or other reasons

Primary
Income

Family

To be
own boss

Responsibilities

panic women owned businesses of
any kind. In general, slightly more
home based business operators are
married women, born in the United
States and have college degrees and
are younger than non-home based
firm owners.

Most home based businesses startup
capital needs are less than $5,000
with average sales of $37,000. Once
sales increase to $50,000 and more
home based businesses usually mi-
grate to commercial facilities.
Home based businesses are gener-
ally more profitable in transporta-
tion, communication, finance, insur-
ance and real estate industries than
non-home based. The most profit-
able home based businesses, how-
ever, are in manufacturing and
wholesale trade!

(Continued on page 14)

Second Income
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ECONOMIC AND POPULATION GROWTH IN KERN

COUNTY

ABBAS P. GRAMMY, PROFESSOR AND CHAIR OF ECONOMICS

he Bureau of Economic Analy-

sis provides regional economic
data on personal income and popula-
tion in 1969-97. Data were collected
for County of Kern, State of Califor-
nia, and the United States to study
economic growth in a comparative
context. The Consumer Price Index
(CPI) was used to translate personal
income from current to constant dol-
lars. The main reason for applying a
uniform CPI was that consistent
time-series data on the cost of living
is unavailable at the county level. In
California, the CPl measures the
cost of living in the major metropoli-
tan areas of the south and north.
Next, a statistical method called Ex-
ponential Smoothing was employed
to forecast income and population
data and compute personal income
per capita in 1998-2000. The fol-
lowing graph exhibits Kern

County’s per capita income in 1969-
2000.

Personal income per capita is
personal income divided by
population. Personal income per
capita peaked at $14,472 in 1977. It
then fell in 1978, but rose again in
1979-80. Since 1980, personal in-
come per capita has experienced a
falling trend. In 2000, the projected
level of personal income per capita
is slightly over $12,000. This level
of income is comparable to those of
the pre-1974 energy boom and post-
1982 and 1992 recessions.

Recognizing that income fluctuates
with the business cycle, this analysis
would focus on income in three peak
years consistent with business cycles
in local, state, and national econo-
mies, plus the projected income in

the year 2000. Table 1 presents lev-
els of personal income per capita in
1970, 1980, 1990, and 2000.

In Kern County, income per capita
rose from $10,136 in 1970 to
$13,446 in 1980 before falling to
$12,682 in 1990 and $12,089 in
2000. In contrast, California’s in-
come per capita continued to rise
from $12,411 in 1970 to $17,468 in
2000. Likewise in the United States,
personal income per capita rose con-
tinuously from $10,507 in 1970 to
$16,607 in 2000.

Table 2 presents the level of income
disparity between the local economy
and state and national economies.
With strong economic growth fueled
by rising oil prices, Kern County
was able to reduce income disparity

(Continued on page 13)
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Table 1: Personal Income Per Capita
1970 1980 1990 2000
Kern County | 10,136 13,446 12,682 12,089
California 12,411 14,598 16,747 17,468
United States [ 10,507 12,211 14,657 16,607
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Growth (Continued from page 12)

with California and outgrow the
United States in the 1970s. From
1970 to 1980, the income gap be-
tween Kern County and California
narrowed from $2,275 to $1,152.
Meanwhile, the Kern County-United
States income gap reduced from
$371 in favor of the nation to $1,235
in favor of the county. However,
since 1980, these income gaps have
increased continuousely. By 2000,
income disparity is projected to ex-
ceed $5,000 between Kern and Cali-
fornia and more than $4,500 be-
tween Kern and the United States.

To investigate the dynamics of in-
come disparity, it is necessary to ex-
amine the difference between the
growth rate of personal income and
the growth rate of population. Table
3 exhibits average growth rates of
personal income, population, and
personal income per capita. The
growth rate of personal income per
capita is measured as the growth rate
of personal income less the growth
rate of population. In Kern County
personal income grew at an average

annual rate of less than one percent.
In California, personal income in-
creasing at a faster rate than popula-
tion caused personal income per cap-
ita to increase at greater than one
percent. United States recorded the
highest growth in personal income
per capita with its healthy economic,
but slow population growth.

This analysis indicates that Kern
County’s economy, in spite of fre-
quent and often deep business cy-
cles, has performed as well as Cali-
fornia and better than the United
States. However, its rapid popula-
tion growth has resulted in slower
growth of income per capita as the
economic pie was divided between a
rapidly growing workforce. This
phenomenon has resulted in a wid-
ening income disparity between the
local economy and state and national
economies.

The key to the long-term prosperity
of Kern County is to sustain per-
sonal income growth, but slow
population growth. A wide range of
economic and social policies can
help achieve this goal:

Physical capital formation:

« Business expansion, retention,
and attraction

»  Small business development

« Improve quality of physical en-
vironment

Social capital formation:

e Invest in infrastructure

« Expand backward and forward
linkages

« Advance production and distri-
bution technology

Industrialization and Trade:

»  Export finished and processed
goods

» Promote foreign trade and attract
foreign investment

« Construct industrial parks and
create external economies of
scale

» Take advantage of free trade
zones and distribution centers

Public Policy and Private Action:

» Reduce income disparity and
poverty

« Make regulation and taxation
business friendly

» Create jobs to retain and attract

annual rate of 2.9 percent, which skilled labor
was equal to that of California, but Human capital formation: « Diversify production and distri-
greater than that of the United «  Workforce preparation and de- bution

States. However, Kern’s average
population growth rate of 2.3 per-
cent was greater than both the state
and nation. With its population
growing almost as rapidly as its
economy, Kern’s personal income
per capita increased at an average

velopment

» Family education and planning

« High school retention and
graduation

« College attendance, retention,
and graduation

»  Support scientific and techno-
logical advancement

» Form regional alliance for devel-
opment

Table 2: Disparity in Personal Income Per Capita Table 3: Income and Population Average Growth Rates
(in percentage)
il il el Personal |Population| Personal Income

Kern County-California Income Gap: Income Per Capita
Dollar value 2,275 (1,152 14,065 [5,379 | [Kern County 2.9 2.3 0.6
Percentage 22.4 8.6 [32.1 {445 - -
Kern County-United States Income Gap: California 2.9 1.7 1.2
Dollar value 371 |-1,2351,958 4,518 | | jnited States 25 1.0 15
Percentage 3.7 9.2 [154 [37.4
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Youth (Continued from page 10)

group, over 85 percent of students
had plans to attend college upon
graduation from high school. Inter-
estingly, over 75 percent of students
whose parents did not attend college
planned to acquire higher education
themselves. Ninety percent of male
students and 91 percent of female
students had plans to attend college.
While all non-Hispanic students had
plans to attend college, 87 percent of
Hispanic students revealed prefer-
ences for higher education. Of all
the Hispanic students planning to
attend college, 48 percent were male
and 52 percent female. Similarly,

among the White students with col-
lege plans, 38 percent were male and
62 percent female. However, 60 per-
cent of African-American students
who planned to attend college were
male and 40 percent female.

To measure the income differential
between secondary and higher edu-
cation, the survey participants were
asked to indicate their expected level
of annual income at age 25. Stu-
dents who did not plan to attend col-
lege expected an annual income of
about $41,000, whereas, those plan-
ning to pursue college education per-
ceived their income to be $62,000,
which is $21,000 higher.

Although results of this non-random,
non-representative, and small-
sample survey are most likely to be
biased, they provide useful insights
in understanding expectations and
aspirations of Kern County’s youth.
The majority of survey respondents,
irrespective of gender, ethnicity, and
parental education, respond to the
socio-economic incentives of gain-
ing higher income and social status
by planning to attend college. By
and large, our youth realize that the
path to prosperity requires knowl-
edge and skills beyond high school
education.

Small Business (Continued from page 11)

Home based business is big business
in Kern County and offers opportuni-
ties particularly for women and mi-
norities to enter the business world at
relatively low cost. In order to suc-
ceed, however, obstacles to success
must be removed. Entrepreneurial
training is a critical component since
the failure rate is basically the same
for home based and non-home based
businesses. Local zoning codes need
to be revised to minimize restrictions
and encourage home based business

activity. As an example, the City of
Bakersfield charges a higher license
fee for home based businesses than
non-home based. Further, their pre-
sent home occupation standards do
not permit any employees.

Internet access has opened vast new
worlds for startup businesses. High
speed data line service to all homes in
Kern County should be encouraged
by city and county regulators. Fi-
nally, micro loan funds need to be
available for loans under $10,000 to
encourage startups of home based
businesses. Merchant credit card

status, insurance, web site design and
computers are key components of
most home based businesses to be
funded. With the growth of Internet
business projected to be 75 percent
per year over the next several years, it
appears home based businesses offer
opportunities for significant growth in
the future. Using existing facilities
and reducing commuting traffic,
home based businesses offer environ-
mentally friendly business growth for
Kern County and need to be encour-
aged.

Owner Characteristic Home based Businesses Non-home based Businesses
Male 63.7% 70.0%

Married 76.0% 72.2%

Age 46 years 47 years

Born in United States 92.1% 89.0%

High School Level Education 25.8% 25.8%

College Degree 21.4% 15.6%
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BUILDING PROSPERITY IN KERN COUNTY

ScoTT E. JONES, COUNTY ADMINISTRATIVE OFFICER, COUNTY

OF KERN

alifornia’s “new economy”

business boom has largely
missed Kern County. Although
farming, oil, and defense have sus-
tained us through many decades,
Kern’s economic engine rarely hits
on all three cylinders at once.
Smaller communities in Kern are
especially vulnerable when oil prices
fall, packing houses close, or mili-
tary research contracts shrink. The
obvious challenge has always been
to broaden the job base and insulate
us against shifting business cycles.
The pressure of that challenge in-
creases as business trends accelerate
and welfare-to-work mandates send
more people looking for work.

Last year, a study completed by The
Natelson Company for the County of
Kern assessed our strengths and
weaknesses and recommended ac-
tions that will make us more com-
petitive in several key industries,
bring more and better paying jobs to
Kern County, and help smaller com-
munities rebuild their job bases. The
County included many of Natelson’s

recommendations in its Countywide
Economic Development Strategy.
The Natelson study found that Kern
has some competitive pluses: an
abundant and affordable labor force,
available and affordable land with
access to several large North Ameri-
can markets, an affordable cost of
living, and economic incentives for
new industrial development.

Researchers also targeted several
clusters of related industries whose
proximity, common knowledge, and
close interaction can advance pro-

ductivity, innovation, and expansion.

Clusters with the greatest potential
for creating wealth and jobs here in-
clude aerospace, chemicals and plas-
tics, financial services, high-tech,
tourism/retirement/film, and value-
added agriculture. This list builds on
our current strengths and targets
other promising industries that are
under-represented in Kern County.
On the minus side, the study con-
firmed that we have a high jobless
rate, high numbers of welfare recipi-
ents and single-parent households,

KEDC Job Creation: FY 1999-2000

high dependence on a

few key business sectors, underde-
veloped transportation corridors, and
low educational and skill levels in
the workforce.

More troubling, however, was the
finding that many people in the pri-
vate sector are not aware of business
services offered by the County.
Economic development organiza-
tions sometimes duplicate or overlap
activities, and support for small
business is not planned around busi-
ness clusters. Natelson recom-
mended that public and private eco-
nomic development efforts work
more closely. The study also said
economic development efforts
should focus on business clusters
which use the expertise of local in-
dustry leaders in each cluster to rec-
ommend the best ways to improve
competitiveness.

To translate the new strategy into
results, County departments respon-

(Continued on page 16)
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Prosperity (Continued from page 15)

sible for welfare-to-work, job train-
ing and placement, community de-
velopment, business permit alloca-
tion, and travel and tourism promo-
tion are working more closely with
the private nonprofit Kern Economic
Development Corporation (KEDC),
the Small Business Development
Center and others under the leader-
ship of the County Administrative
Office. This partnership is starting
to yield results.

As the lead agency for economic de-
velopment, KEDC works to expand
existing industries and attract new
businesses to Kern County through
marketing, recruitment, and business
referral activities. A performance-
based contract with the Kern County
Department of Human Services re-
wards KEDC for meeting job crea-
tion goals for welfare-to-work re-
cipients. This contract is also fund-
ing development of “Kernsites”, an
interactive Geographic Information
System (GIS) based website where
prospective businesses can match
their site needs with available real
estate in the County and get related
demographic and workforce infor-
mation at the same time. KEDC is
helping the Kern County Board of
Trade build on its already active re-
cruitment of film production. It is
designing a recruitment program to
target the financial services cluster,
and it is actively pursuing the chemi-
cals and plastics cluster as well as
warehouse distribution/logistics
companies. KEDC has broadened its
geographic service reach by adding
staff to meet the needs of East Kern
communities.

The Kern County Technology
Transfer Group has been an active
business cluster task force. Formed
by the County and led by CSUB’s
Business Research and Education

Center, this public-private alliance
matches expertise honed at Kern’s
military and civilian Research and
Development centers with commer-
cial applications. The Technology
Transfer Group has brought a num-
ber of vendors and potential buyers
together through conferences and
web-based communications. The
group has cosponsored a workshop
on a large federally funded venture
capital pool that aids inventors, tech-
nology start-up firms and other new
businesses. Spin-off plans of the
group include business incubators
for e-commerce and export compa-
nies at CSUB.

A County web portal now under
construction will include links to
business services along with other
information. When the portal is
launched, visitors can link to key in-
dustrial and economic data on Kern
County, job training and placement
services, specialized education, indi-
vidual Kern communities, or film
and tourism opportunities, to name
only a few possibilities.

Finally, the County’s economic in-
centive policy is being overhauled
by a group of businesses, the com-
munity and County representatives
who will soon recommend changes
to the Board of Supervisors aimed at
targeting incentives more closely to
job creation goals.

Two clear measures of the strategy’s
effectiveness are the number and
types of jobs being created by busi-
nesses, and how many families
move from welfare rolls to payrolls.
Recent reports from KEDC and the
Department of Human Services
show both progress and room for
improvement. KEDC reports in its
Job Creation chart that its business
recruitment and retention efforts
helped to create 3,000 jobs in the
year ending in June 2000. Accord-

ing to a report by Department of Hu-
man Services, Employers’ Training
Resource placed more than 1,250
people in jobs during the first six
months of 2000. Since 1998, more
than 12,000 welfare grants have
been reduced and more than 4,800
grants have been terminated by the
County because of employment,
earning the County $22 million in
performance payments from the
State.

These numbers are encouraging, but
most of these jobs are in low-skilled
service sectors, and their average
wage is still less than $7.00, well be-
low the amount needed to sustain a
family of four even at Kern
County’s lower cost of living. Since
the most employable CalWORKSs
recipients have found work, it will
be harder to find jobs for remaining
CalWORKs clients.

The County’s economic develop-
ment effort faces several challenges
in the years ahead. Like every
county in the San Joaquin Valley,
we need higher-paying jobs. To do
that, we must equip our workforce
with better skills to attract more
types of employers who earn greater
returns and pay higher wages. In
addition, the jobs that we target must
fit the current and future land uses
that local citizens want. State and
federal air quality standards and en-
vironmental laws will continue to
play a large part in these decisions as
well. If we meet these challenges,
we can build a more balanced local
economy. A more diversely em-
ployed, better-paid workforce will
support more secondary economic
activity, improve our community’s
quality of life, and reduce social pro-
gram costs to taxpayers. These
benefits may not constitute a full-
scale economic boom, but they are
well worth pursuing.
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CiITY AND COUNTY EcoNOMIC DEVELOPMENT IN

KERN COUNTY

JOHN D. GUINN, CiITY MANAGER, CITY OF SHAFTER

ompetition between Kern

County communities to attract
new jobs and commerce has become
fierce. At times this competition can
be, and has been, at the expense of
the collective good rather than to its
benefit. Local incentives have been
driven higher by competition
amongst ourselves, while valuable
resources have been given up to
keep “the job” from going to a
neighboring community. However,
the economic benefit of each job as
it relates to its actual physical loca-
tion is not fully understood. While
we have invested considerable time
figuring out how to compete with
each other, we have not spent ade-
guate time analyzing the regional
impact of economic development in
Kern County. Furthermore, we have
spent almost no time considering our
collective strengths to improve our
overall competitive presence in the
marketplace.

The connection between the activi-
ties of city and county government
and the business community is not
always apparent. One example is
the collective impact of the Wasco
and Delano prisons on the Bakers-
field business community. The cit-
ies of Wasco and Delano worked
very hard to locate state prisons in
their communities. Each prison em-
ploys between 1,100 and 1,200
workers and the direct payroll of the

two prisons combined is around
$140 million per year. Each prison’s
job is considered a direct new job to
our area. However, with over 2,300
new direct prison jobs comes a need
for an additional 4,200 indirect jobs
such as school teachers, medical
doctors, housing developers, electri-
cians, and fast food franchisees. The
combined direct and indirect Kern
County payroll of these two prisons
is estimated at $270 million per year.
This substantial contribution to our
economy was made possible by two
rural local governments.

However, the economic benefit and
opportunity these prisons have pro-
vided are mostly realized by the resi-
dents and businesses of Bakersfield,
rather than the residents and busi-
nesses of Wasco or Delano. Many
of the indirect jobs and business op-
portunities created by the Wasco and
Delano prisons are located in Ba-
kersfield and they provide services
and products to each other rather
than directly to prison employees.
Consequently, many of the school
teachers, medical doctors, grocery
clerks, etc., may owe a great deal of
their livelihood or expanded busi-
ness opportunity to the existence of
these prisons, but may not realize
this important fact. They would
probably be surprised to learn just
how connected they are to decisions
made by Wasco and Delano city

dz

sources of those two communities.

councils and to re-

Political boundaries at all levels
have become blurred or nonexistent
in this economy. This is particu-
larly true in smaller regional econo-
mies such as the valley floor portion
of Kern County. We are finding
that boundaries such as city limit
lines can be extremely high walls to
government and yet be completely
invisible to business. This phe-
nomenon has caused a misalignment
between local government and busi-
ness resulting in lost opportunity for
expansion and growth.

By better understanding what a job
created in Shafter means to the busi-
ness community in Bakersfield we
may be able to improve our overall
competitive position to attract new
investment to Kern County. Addi-
tionally, by better understanding our
collective assets such as available
land, development incentives, trans-
portation and other infrastructure,
we may be able to make better use
of our collective resources such as
water, prime agricultural land and
wildlife habitat.

The following tables present sum-
mary data on economic benefits to
Kern County from Elk Corporation

when it was first built in Shafter in
(Continued on page 18)

Benefits to Kern County
Direct Supplier Consumer Total
Output $0 $10,151,183 $6,679,865 $16,831,048
Jobs 127 128 99 354
Personal Income $4,049,400 $3,002,870 $2,031,700 $9,083,969
Population 355 356 276 987
Retail Sales $0 $91,000 $1,002,800 $1,093,800




Page 18

Volume 2 Issue 3

City & County (Continued from page 17)

1994. This analysis was conducted
using an input output model devel-
oped by the Minnesota IMPLAN
Group. The purpose of this analysis
was twofold: (1) to calculate the to-
tal economic benefits of EIk Corpo-
ration to Kern County and (2) to de-
termine the benefits received by Ba-
kersfield, Shafter, and the rest of the
county.

As shown in these tables, the Elk
Corporation has a direct employ-
ment of 127 employees, which re-
sulted in a total yield of 354 employ-
ees for the county when considering
indirect jobs created. EIk’s annual
payroll is $4,049,4000 and they pur-
chase $10,151,183 in supplies lo-
cally. The total economic impact to
Kern County when factoring in con-
sumer purchases by direct and indi-

rect employees is $16,831,048. Of
this $16,831,041 annual investment
in the Kern County economy,
$14,777,171 occurs in Bakersfield,
$373,686 occurs in Shafter, and
$1,680,191 occurs in the rest of the
county. In this case, as in most
cases, the business community that
resides in Bakersfield, regardless of
where the job is created, realizes
most of the economic benefit of job
creation. This is not necessarily a
bad thing. In fact, a better under-
standing should enable Kern County
cities to become less competitive
and help them find ways to create
strategic partnerships, thus leading
to greater opportunity and prosperity
for our collective residents and busi-
nesses.

Indeed, a major goal of the local
government must be the advance-
ment of wealth and prosperity of its

citizens. In Kern County, small cit-
ies, Bakersfield and the county can
add value to our collective busi-
nesses and communities by looking
for win-win economic development
partnerships that cross city limit
boundaries. In fact, Bakersfield
businesses would be the greatest
beneficiaries of a cooperative ap-
proach to economic development
among local jurisdictions. Consum-
ers and business owners do not par-
ticularly care which governmental
agency gave them a job or helped
improve their businesses, as long as
agencies functioned efficiently, and
created maximum opportunities for
them. Looking strategically at city
and county government’s role in our
local economy may provide insights
that result in greater opportunity and
prosperity for all Kern County resi-
dents.

Benefits to Shafter
Direct Supplier Consumer Total
Output $0 $169,851 $203,835 $373,686
Jobs 127 3 8 133
Personal Income $257,100 $70,380 $61,567 $389,046
Population 31 8 8 47
Retail Sales $0 $7,579 $26,744 $34,323
Benefits to Bakersfield
Direct Supplier Consumer Total
Output $0 $9,499,056 $5,278,115 $14,777,171
Jobs 0 117 78 195
Personal Income $3,344,500 $2,744,811 $1,600,733 $7,690,044
Population 268 326 218 812
Retail Sales $0 $69,383 $785,370 $854,753
Benefits to the Rest of the County
Direct Supplier Consumer Total
Output $0 $482,276 $1,197,915 $1,680,191
Jobs 0 8 18 26
Personal Income $477,800 $187,679 $369,400 $1,004,879
Population 56 22 50 128
Retail Sales $0 $14,038 $190,686 $204,724
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THE ECONOMICS OF PRISON LOCATION:

BACKYARD?

IN WHOSE

Tobb CHERRY, ASSISTANT PROFESSOR OF ECONOMICS, APPALACHIAN STATE

UNIVERSITY

MITCH KUNCE, INSTRUCTOR OF EcoNOMICS, UNIVERSITY OF WYOMING
CRAIG GALLET, ASSISTANT PROFESSOR OF EcoNOMICS, CSUB

I[n the interest of promoting eco-
nomic development, local com-
munities often compete for the op-
portunity to host new organizations
such as business firms and govern-
ment agencies. One such example is
the arrival of a new high tech firm,
which can provide significant bene-
fits to the local community by im-
proving the tax base and increasing
employment opportunities. Many
organizations, however, are seen as
undesirable by many communities
due to the negative effects associated
with operations. Some examples
include pollution intensive factories,
nuclear waste operations, and prison
facilities. When neighborhoods face
the possibility of hosting such or-
ganizations, residents often declare
“not in my backyard!” But in the
case of prisons, the massive operat-
ing budgets and labor force associ-
ated with each facility may be too
attractive for some communities to
refuse. Indeed, we often observe
prosperous communities shun the
possibility of hosting a prison while

many lagging communities welcome
and even compete for the privilege
of housing such a facility. What
constitutes a drag for communities
with abundant possibilities may be a
boom for those with fewer opportu-
nities. In essence, the prison indus-
try can be an economic development
tool for lagging communities.

Nowhere is this more evident than in
California. Following the general
trend set by Western industrial na-
tions, California adopted a policy of
greater incarceration during the
1980s. As a result, according to the
figures below, the incarceration rate
(i.e., prison population per 100,000
residents) for California and the
United States has grown at a tremen-
dous rate. The figure further illus-
trates that California’s incarceration
rate increased faster and eventually
exceeded the national rate. This
finding centers on California’s mas-
sive expansion of the prison system
during this period, which included
the construction of 22 new prisons

since 1983 at a cost in excess of $5.3
billion. Also, according to the Cali-
fornia Department of Corrections,
the average facility employs 1078
employees and entails an annual op-
erating budget of $70.2 million. As
the numbers indicate, the economic
impact of locating a prison can be
substantial. However, with several
prison facilities being located in
Kern County since the 1980s (e.g.,
North Kern State Prison, California
Correctional Institution, and Wasco
State Prison), understanding the lo-
cation decision of new prison facili-
ties is of local interest.

Do state and local policymakers sys-
tematically locate prison facilities in
California? With 58 counties to
choose from, what factors cause one
county to be selected over others for
new prison facilities? If policymak-
ers are concerned about the general
welfare of the state population, then
several factors should play into their

(Continued on page 20)
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location decision of a new prison.
As previously mentioned, the eco-
nomic impact will provide more
benefits to economically lagging
communities. Therefore, economic
conditions such as unemployment
rates and income levels should influ-
ence prison location decisions. Be-
yond county prosperity, however,
several other factors may also influ-
ence prison location decisions. Spe-
cifically, decision-makers should
consider the county’s land values
and existing infrastructure (e.g., road
system and existing prisons within
the area). Decisions may also be
driven by political influence—i.e.,
among those counties competing for
a new prison, the county that has the
most votes may receive preference.

Utilizing information across the 58
California counties over the period
1983-1994, this study examined the
factors most likely to influence the
decision of which county to locate a
prison in California. The results cor-
respond to expectations and are cap-
tured in Table 1. According to the
table, a new prison is most likely to
be located in a California county that

has higher poverty and unemploy-
ment rates, less manufacturing firms
per square mile, more existing pris-
ons, more roads, higher population,
lower education levels of its popula-
tion, and lower housing values.

With such information in hand, pre-
dictions can be made of which coun-
ties are most likely to be awarded a
new prison should one be author-
ized. Interestingly, across all 58
counties, Kern County has the great-
est chance of being picked for a new
prison. Why? According to the re-
sults listed in the above table, it is
because Kern County has the suit-
able attributes. For example, over
the period studied, 34 other Califor-
nia counties exceeded Kern
County’s median income; whereas
only 9 other counties in California
exceeded Kern County’s unemploy-
ment rate. Conversely, the county
that is least likely to host a new
prison is Orange County. Again,
Orange County’s position arises
from the determining factors listed
in the table. Orange County also
had one of the highest median in-
come levels (ranking 14" highest
across all counties in the state) and
one of the lowest unemployment

rates (3" lowest in the state). Actual
decisions made by policymakers
since 1983 correspond closely to the
predicted chances of each county
hosting new prisons, indicating that
prisons are indeed used as an eco-
nomic development tool. During
this period, Kern County has been
chosen for three new facilities while
Orange County has not been selected
for any new construction. Further-
more, policymakers recently se-
lected Kern County to house the
newest prison facility, with construc-
tion beginning in 2001.

Additional results add to the argu-
ment that prisons are used as eco-
nomic development tools in lagging
communities. Table 2 provides a list
the five counties most likely and
least likely to be selected for a new
prison. The counties in each list
clearly differ along economic
grounds. Three of the most likely
counties are located in San Joaquin
Valley, whereas the least likely can-
didates are affluent counties in
southern and northern California.
So, when people declare “not in my
backyard,” they likely have a nicer
yard with plenty of economic oppor-
tunity.

Table 1: Major Determinants of Prison Location in California

Higher Poverty Rate

Higher Unemployment Rate

Lower Manufacturing Firms per Square Mile
More Existing Prisons

More Roads per Square Mile

Higher Population Growth Rate

Lower Education Level

Lower Housing Prices

Counties Most Likely to Get a Prison:

Table 2: Probability of Location

Counties Least Likely to Get a Prison:

Kern
Imperial
Riverside
San Joaquin
Kings

Orange

San Mateo
Alameda
Santa Clara
Marin
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STRATEGIES FOR COMMERCIALIZATION OF

TECHNOLOGY IN KERN COUNTY

DoNAVAN RoOPP, DIRECTOR, BUSINESS RESEARCH AND EDUCATION

CENTER

As discussed in the previous is-
sue of this journal, the Kern
County Technology Transfer Group
(KCTTGQ) is an innovative public-
private alliance that brings together
local, state and federal government
agencies, businesses, universities
and colleges, economic development
organizations, and the media to fur-
ther develop the commercialization
of technology in Kern County. The
KCTTG members include:

e Naval Air Warfare Center,
Weapons Division, China Lake

* NASA, Dryden, Edwards

* NASA Technology Transfer
Center; U.S. Department of
Commerce Commercial Service

e United States Small Business
Administration

» California Trade and Commerce
Agency

e California Small Business Ex-
port Development Program

e County of Kern Small Business
Development Center

*  Environmental Business Re-
source Assistance Center

» Kern Economic Development
Corporation

» Kern County Board of Trade

» Kern County Department of Hu-
man Resources

» Employers’ Training Resource

e California Chamber of Com-
merce

» Southern California District Ex-
port Council

e University of Ludwigshafen,
Germany.

The goal of the KCTTG is to assist
businesses using technology through

the process of transitioning product
ideas from development through
production and distribution. This
pioneering effort establishes the ba-
sis for the myriad of promising tools
pertaining to identifying, consolidat-
ing, focusing, implementing and fa-
cilitating the diversification process.
The model established by the
KCTTG, in conjunction with its sis-
ter organization, the Kern County
Export Development Program
(KCEDP), is designed to be an inte-
gral part in developing an infrastruc-
ture for economic advancement, es-
pecially for retaining, creating, and
expanding the demand for business
and technology skilled workers. Ac-
tivities of the KCTTG and KCEDP
are facilitated through Business Re-
search and Education Center at
CSUB.

The added value of the KCTTG is in
providing and bringing forth a spirit
of interaction within the member-
ship, developing an understanding of
the technology commercialization
process, and enhancing members’
opportunities in participating be-
tween a broad base of technology
and commercialization interests in
Kern County and beyond. Within the
KCTTG, interests of government,
business, and industry are brought
together to expand the community
technology base, building on
strengths and assets of members.
Additionally, the KCTTG relies on
numerous service providers’ and
professionals’ expertise that opti-
mizes and extends existing strengths
of our members. For example, the
Weill Institute Small Business De-
velopment Center provides low/no

cost professional consulting.

The KCTTG business members are
assisted in using numerous resources
and tools that promote competitive
advantage and continual develop-
ment of increased innovative capac-
ity possibilities. The strategy is to
bring the forces of government,
business and industry into a forum to
identify and act upon potential uses
of technology. This active process
integrates with, and adds to, other
programs in helping members solve
many issues pertaining to commer-
cialization of products.

The main objective is to expand
members’ potential capabilities,
which eventually translate into addi-
tional business and employment op-
portunities in Kern County. This
program is essentially an investment
in long-term economic growth.
Companies participating in the
KCEDP have generated over $1.3
million in business transactions. All
of these companies are members of
the KCTTG.

Networking

Networking is imperative. Network-
ing is the primary purpose of the
KCTTG. Intelligent networking is
one of the key ingredients in provid-
ing opportunities to successfully
conduct business transactions
throughout a global economy. No
longer is it possible for businesses to
operate in a vacuum. To succeed in
business, we need global network-
ing. This is the age of joining forces
in commercializing and selling prod-
ucts. This is the age of strategic alli-
(Continued on page 24)
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STRATEGIES FOR EcCONOMIC DIVERSITY IN THE
SAN JOAQUIN VALLEY

ABBAS P. GRAMMY, PROFESSOR AND CHAIR OF ECONOMICS

he previous issue of this

journal reported on the
strategies for capital financing as
an attempt to overcome Barriers
to Job Creation in the San Joa-
quin Valley, a project undertaken
by the Central California Futures
Institute (CCFI). In spring of
1998, we assisted the Institute
form action research teams of
volunteer public and private lead-
ers from the valley communities
to develop strategies for over-
coming such barriers. An action
research team consisting of the
three community leaders worked
together over a three-month pe-
riod to develop strategies that
help overcome a serious job crea-
tion barrier, the lack of economic
diversity. Team members were

Gina Francis

Staff Analyst

Fresno County Public Works,
Fresno

Juan Guerrero
Branch Manager
Proteus Inc., Visalia

Dorinda Ohnstad

Planner and Resource Developer
Kings Community Action Or-
ganization, Hanford

Summary of their economic di-
versity report is as follows.

Introduction:

Businesses want to locate in areas
where similar businesses already
exit to take advantage of external
economies of scale in minimizing
costs and risks. The ability to
move between supporting indus-
tries gives businesses protection
in both responding to a robust
economy (i.e., attracting skilled
workers) and adjusting to a
slumping economy (i.e., ability to
find alternative employment).
Lack of industrial diversification
acts to limit a region’s growth po-
tential.

Policy Recommendations:

Persuade Agriculturally Related
Industries to Relocate in San Joa-
quin Valley

Build on what we have. Develop
progressively from agricultural
production to food processing
and agricultural-related indus-
tries. Such manufacturing proc-
esses require basic services and
supplies, that, when in place, can
be extended to serve non-
agriculturally-related industrial
activities.

Train the Workforce for Employ-
ment in Agriculturally Related
and Non-Agricultural Manufac-
turing Industries

The task of developing a techno-
logically trained local workforce
(e.g., technicians, troubleshoot-
ers, electricians, welders, com-
puter repairers and installers, sys-
tem analysts) is commonly pre-
sented as a circular dilemma: jobs
will not materialize because we
do not have a trained workforce,
and highly skilled workers will
leave because there is insufficient
job opportunity. Educational in-
stitutions as well as public sector
organizations and private sector
enterprises must help raise the
skill levels of workers to meet the
needs of specific employers, and
coordinate efforts to match pro-
spective employees with prospec-
tive employers.

Identify and Develop Value-
added Processing that can be ap-
plied to Agricultural Products

Because agriculture is a land-
based industry, we ship much of
the products out of the region for
processing elsewhere. We need
to identify and develop value-
added processing that can be ap-
plied to local products in order to
increase employment and in-
come. A list of potential new lo-
cal production operations should
be developed and evaluated for
feasibility, required production
(Continued on page 23
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factors, and potential for gaining
a competitive position in re-
gional, national, and global mar-
kets. The most promising opera-
tions must be supported and pur-
sued.

Establish Rural Trade Zones in
Proximity of Military Air Bases to
Promote Creative Public-Private
Sector Ventures

There is an imbalance between
the products we export and com-
modities we import. The timely
convergence of growing overseas
markets, new opportunities for
reciprocal international trade, and
interest in expanding the use of
military airports, represent an op-
portunity to develop international
trade zones in which imported
components can be assembled by
local workers. Transportation ef-
ficiencies can be realized as the
cargo planes, leaving the Valley
with locally grown, processed,
packed, labeled, and warehoused
products headed for destinations
in the Far East, only to return to
the Valley loaded with parts and
components to be assembled duty
free in the trade zone.

Showcase the Valley’s Recrea-
tional Amenities and Lifestyle
Opportunities to Attract a Pool of
Creative Workers

Valley residents should appreci-
ate, preserve, enhance, and capi-
talize on our unique amenities
and lifestyle opportunities. A
sense of place is the very oppo-
site of the sprawl that exists
around the highly developed

coastal areas. Attractive commu-
nities with abundant open space,
good schools, low crime rates,
and sufficient recreational and
entertainment facilities will moti-
vate the skilled and highly paid
local employees to stay and in-
duce other workers to relocate to
the Valley. Furthermore, a coher-
ent land use policy should pre-
serve and enhance our natural re-
sources (rivers, lakes, streams,
forests, parks, and historic sites)
in order to create additional in-
come and employment.

Improve Air Traveling Facilities
and Connections to Attract Major
New Employers

In addition to a trained workforce
and an attractive quality of life,
and despite the rise in electronic
communications, corporate em-
ployers require convenient airline
connections with other major cit-
ies to a degree that is lacking in
Valley cities. Discussions, devel-
opment of “what would it take?”
scenarios and perhaps even tar-
geting and coordinating the air
service improvements to the
needs of specific future employ-
ers are possible elements of a
strategy that can lead to better air
service in the Valley.

CCFI Conference on Job Creation, Visalia, March
12,1998. Photo taken by The Fresno Bee.

Concluding Remarks:

The fact of non-diversification
per se is not necessarily a barrier
to economic development of the
San Joaquin Valley. The prob-
lem is that agriculture has its own
limiting characteristics. These
limitations include production
seasonality, structural and transi-
tional unemployment, low wage
and skill levels, and the ability to
function independently without a
rich web of infrastructure and ser-
vices nearby. As a result of the
way geography and history have
shaped California’s economy, the
Valley has not developed capa-
bilities to participate fully in the
manufacturing and services sec-
tors. Given the extensive head
start and continuing advantages
enjoyed by the coastal regions,
two realities are certain: it will be
difficult for the Valley to catch
up and it will be difficult, but by
no means impossible, for the Val-
ley to discover and exploit new
niches for diversification and
growth.
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ances, partnerships, joint ventures,
mentoring, sharing, assertive sub-
contracting, and “doing whatever it
takes.” The fact is that rational cor-
roboration and cooperation leads to
improved productivity and profit.

The KCTTG also applies a second
approach to networking. The
“reverse marketing” methodology,
also known as “relationship market-
ing,” employs the technique of pro-
viding solutions to customer prob-
lems or requests. In this networking
process, the significant factor is to
solve problems in the most practical,
efficient, effective, and economical
manner possible (time is money) and
at the same time be responsive and
responsible for actions with those in
the network. This networking ac-
countability equates to creating op-
portunity. The concept of this sys-
temic approach is to bring together,
integrate, and implement the existing
modes of communication as a one
stop-networking machine for the
KCTTG members. The task is to
expand networking potential of our
members. To remain competitive, it
is imperative to use cooperative and
innovative dynamic methods in
keeping communications open and
flowing continuously within the
technology community. From such
discussions come ideas, which are
often formulated into functional
business decisions. The KCTTG
networking model is designed to en-
hance members’ ability in network-
ing between various individuals,
businesses, and public entities on a
regional as well as global scale.

Networking Infrastructure

The networking infrastructure model
relies on multiple uses of communi-
cation techniques that are available

to all members and participants.
First, the KCTTG has its own Inter-
net site that is password protected.
This forum includes humerous topi-
cal information links, list-serve com-
munication with members, interac-
tive bulletin boards, direct e-mail
links, chat rooms, video streaming,
audio streaming, and Internet confer-
ences. These features are obviously
accessible on a global basis and,
thusly, become an important factor
in dealing with potential export and
import transactions.

Other capabilities include video con-
ferencing, interactive teleconferenc-
ing, satellite linkages, and interac-
tive cable broadcasting within Kern
County and California. Traditional
networking methods remain alive
and healthy, including personal
meetings, conferences, seminars,
workshops, forums, fax machines,
and telephones. Again, to remain
competitive, it is imperative to have
access to a full array of networking
capabilities, whether communicating
within the community or communi-
cating with the rest of the world.
The networking infrastructure pro-
vides a vital tool for attaining com-
mercialization success.

Networking Service Providers

Another component of the network-
ing process is enlisting service pro-
viders and professionals, each of
whom bring forth special niche ex-
pertise and experience to the table
for the KCTTG members. The ser-
vice providers are designated as
“associated members” within the
KCTTG. The task here is to provide
assistance that is specifically de-
signed to address the issues of our
membership that pertains to the
many complexities and intricacies of
technology commercialization.
These associated members represent

a broad base of community interests
and multiple subject areas and play
an integral part in the success of the
program. Each associate member
contributes within a field of speciali-
zation and works with our members
on “as needed” bases or as a pre-
senter at one of our events. The
KCTTG acts as an intermediary fa-
cilitator in bringing together the in-
terests and issues of the member and
the expertise of the associated mem-
ber. This operation is streamlined to
be a result-oriented approach to
solving problems.
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