Center for Economic Education and Research
California State University, Bakersfield

9001 Stockdale Highway

Bakersfield, CA 93311-1099

Phone: 661/664-2460

Fax: 661/664-2049

Email: agrammy@csub.edu
Web: www.csub.edu/kej

KERN ECONOMIC JOURNAL

March 2001
The Sate of the Economy: Kern County, California

Special Issue:

Kern County Economic Summit

] RPN 1
Socio-economic Indicators.
ECONOMIC STIUCLUIE ...vevveevieeeeee e 2
Bakersfield Consumer Sentiment INAeX.........ceevvvvevivvvinnnn,s 3
Kern Busingss Outlook INAeX........coovvvvviiciievecieieeeenns 4
Total Personal INCOME ....ovvvvviiieieieeee e, 5
Population Growth.........cccevviiiiiiiiiiiiccce 6
Personal Income Per Capita........ccooovvvvvveviiiiiieieiiiiiecn 7
INCOME DISPATTLY.....vvvviiii s 8
INCOME DISEHDULION ... 9
COSt Of LLIVING....cveviviiiiicccce e 10
Nonfarm Employment ..o 11
Unemployment Rate.........ccovvvviieecinsieeeceeeeeeenns 12
Educational Spending .........ccccovvveieininieiniieeeeeeens 13
Student Preparation .......cccceeeererererirereieininnneeis s 14
College ENrollment...........cccoeviiiicciiiicecee e 15
Family Environment..........ccccooeeiiiiiiccii e, 16
Maternal EQUCALION..........ccocvevvveiiicicece e 18
HEalth Care .....ooveeeeceeeeeee e 19
PUDIIC ASSISTANCE ....vevveveeececise ettt 19
CrIME RAE.....veviiicici et 20
A QUATIEY L. 21

KERN ECONOMIC JOURNAL is aquarterly publication by the Center for Economic Education and Research
at California State University, Bakersfield. Its main purpose isto track local trends and analyze regional, na-
tional, and global issues that affect the economic well-being of Kern County. Thejournal provides useful in-
formation and data that can help the community make informed economic decisions.




Kern County Economic Summit

Presented by:
Kern Economic Development Corporation
and
California State University Bakersfield
March 29, 2001—CSUB Campus

CONINENEAl BIEBKIASE ... eeeeee et e et e et e et e e e e ae st e eeea e eeeeeaaeeeeeeeateeesssanneeeseaarneeeesananees 7:45-8:15 am

WEICOMING REMEIKS. ...ttt ettt bbb bbb bbbt e er e s 8:15-8:30 am
« Tomés Arciniega, President, CSUB
« Brent Dezember, Chairman of the Board of Directors, KEDC

State Of thE ECONOMY ...ttt sttt b e st e s re e s beeaaesae e tesneestaebesraeseennenns 8:30-9:00 am
»  Abbas Grammy, Professor and Chair of Economics, CSUB
«  Sriram Khé, Director, Environmental Resource Management, CSUB

Panel Discussion: Perspectives on ECONOMIC ISSUES .........cecveieieereiieseesie e e sre e sae e 9:00-10:30 am
Moderator: Craig Gallet, Professor of Economics, CSUB
« Nation: Bharat Trehan, Federal Reserve Bank of San Francisco
- State: Jeanette Garretty, Senior Vice President, Bank of America Private Bank
» Region: Susan Hood, Vice President, State Farm Insurance Companies
o Loca: Patrick Collins, President/CEO, KEDC

(000111 ST == TP TT TP 10:30-10:45 am

Panel Discussion: Economic Development in Kern COUNLY ..........ccvevvieereeceeniesie e see e e 10:45-12:15 pm
Moderator: Henry Lowenstein, Dean, Business & Public Admin., CSUB
« Energy: GeneVoiland, President/CEO, AeraEnergy LLC
« Manufacturing: Mike Miller, President Kern Tech
« Agriculture: Jeff Green, General Counsel, Grimmway Farms
» Technology: Michael Galoway, President, webBASIS

o o ST 12:30-1:30 pm
Luncheon Speakers
»  Opening Remarks: Hon. Roy Ashburn, Assemblyman, State of California...................... 1:00-1:15 pm
« Keynote: Lon Hatamiya, Secretary, California Trace & Commerce Agency..........ceve... 1:15-2:00 pm

Concluding Remarks

We gratefully acknowledge the following sponsors:

City of Bakersfield
Pacific Gas and Electric Company

AeraEnergy, LLC Project Design Consultants
Bank of America Union Bank of California
Castle and Cooke Workforce Investment Board

Mid State Devel opment Corporation




Kern Economic Journal Page 1

PREFACE

One of the greatest challenges facing Kern County, Californiaisto create high paying jobs for its rap-
idly growing labor force. To achieve this goal, cooperation between government and private business
enterpriseisrequired. The key to increasing the number of high paying jobsisto create an environment
supportive of labor force development and business growth, retention, and attraction.

The purpose of Kern Economic Summit istwofold: (1) to provide avehicle for better understanding of the
strength and weakness of our local economy within the context of greater regional, state, and national
economies and (2) to discuss the ways we can bring about and sustain economic prosperity to aregion ex-
periencing rapid population growth.

This one-day summit will provide information regarding the state of the local economy and present expert
perspectives on how regional, state, and national issues affect local economic growth and development.
Furthermore, the summit will provide an opportunity to learn how the key economic sectors help Kern
County create jobs and achieve prosperity.

The State of the Economy: Kern County, Californiaisa“snapshot” of economic conditionsin Kern
County. In thisreport, we evaluate trends of twenty socio-economic indicators and compare their averages
with those of the state and national economies. The main source of datais RAND California (http://ca.rand.

org).

For total persona income and population, we have constructed long enough time-series to forecast for
1999-2000. Monthly employment data are adjusted for seasonality and aggregated to construct annual
time-series. Survey datafor the Bakersfield Consumer Sentiment Index and Kern Business Outlook Index
are collected each quarter in 1999-2000. Data on the structure of the economy and income distribution are
analyzed for the most recent years. Monthly prices of single-family homes are averaged for the year 2000.
For al other indicators, the RAND database covers the period of 1990-98 or 1990-99.

Analysis of the data enables usto identify the county’ s areas of economic strength and weakness, which are
presented in the county’ s economic report card and economic grade sheet.

Abbas P. Grammy
Professor and Chair of Economics
Cdlifornia State University, Bakersfield
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ECONOMIC STRUCTURE

t the county level, production of final goods and services is measured by total personal income, which consists

of farm and nonfarm income. Nonfarm income is generated in the public and private sectors. The share of pri-
vate sector earnings is 75 percent and the share of public sector earningsis 25 percent of nonfarm income. Public
sector income consists of earnings from federal, state, and local governments, and educational ingtitutions.

Kern County’s main private sector industries are services, agricultura services, mining (i.e., oil and natural gas), con-
struction, manufacturing, transportation and public utilities, wholesale and retail trade, and finance, insurance, and
real estates (FIRE). Nearly 30 percent of the private sector income is generated by servicesindustries. Retail trade,
mining, and transportation and public utilities have income shares between 10 and 15 percent. Agricultural services,
construction, manufacturing, wholesale trade, and FIRE have income shares between 5 and 10 percent.

The economic structure of Kern County exhibits noticeable differences from that of the state and nation. Farm earn-
ingsin Kern County account for 8 percent of total earnings as compared with 2 percent in Californiaand 1 percent in
the United States. Likewise, public sector earnings as a percentage of nonfarm earningsis 25 in Kern, but 15 in both
Cdiforniaand United States. The local private sector earns 75 percent of the nonfarm income as compared with 85
percent in the state and nation.

These structural differences are al'so evident in the private sector. Kern County’s agricultura services industries gen-
erate 9 percent of private sector earnings, which is much larger than the 1 percent share for California and the United
States. Similarly, mining with an income share of 12 percent plays a much larger rolein Kern County as opposed to
only 1 percent in the state and nation. In contrast, Kern County is less dependent on manufacturing industries as
shown by an income share of 8 percent, which is 10 and 13 percentage points lower than those of the state and nation.

Thereisasimilar scenario with services industries aswell. Kern County with an income share of 29 percent isaless
service-oriented private economy than California and the United States with income share of 38 and 34 percent, re-
spectively. Inrelativeterms, the size of the local FIRE industriesis half that of the state and national FIRE indus-
tries.

In sum, Kern County has a sizable private economy, but its public sector is comparatively larger than that of the state
and nation. Although the local economy exhibits comparative advantage in farming and mining production, thereis

Percentage Income Share by Sector and Industry
Distribution of Private Income by Industry
Kern | Cadlifornia | United States

Farm 8 2 1
Agricultural Nonfarm 92 98 99
Services Services Mining Public Sector 25 15 15
) Private Sector: 75 85 85
Construction Agricultural Services 9 1 1

Mining 12
Construction 8 6 7
Manufacturing 8 18 21
FIR Manufacturing Transportation & 10 7 8

Public Utilities

Retail Wholesale Transportations & Wholesale Trade 6 7 8
Trade Trade Public Utilities Retail Trade 13 11 11
FIRE 5 10 10
Services 29 38 33
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BAKERSFIELD CONSUMER SENTIMENT INDEX

he Bakersfield Consumer Sentiment Index measures current conditions and future expectations of households.

It 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 sug-
gest pessimism.

The Center for Economic Education and Research has assessed loca economic conditions for eight quarters. In
1999, the Bakersfield Consumer Sentiment Index rose from 116 in the first quarter to 133 in the second, but fell to
110 inthethird quarter, and rose again to 117 in the last quarter. The index increased to 123 in the first quarter of
2000, fell to 111 in the second quarter, rose again to 125 in the third quarter, and fell again to 111 in the fourth quar-
ter.

Bakersfield Consumer Sentiment Index
140
130+
120+
110+
100 ; :
8
Quarters, 1999-2000

Although not fully equivalent in survey content, the Bakersfield Consumer Sentiment Index has shown movements
similar to the national Consumer Confidence Index. In all eight quarters, both indices moved in the same direction.

Quarter M ovement from Previous Quarter
Bakersfield National Consumer

Consumer Sentiment Index Confidence I ndex

1999.1

1999.2 Up Up

1999.3 Down Down

1999.4 Up Up

2000.1 Up Up

2000.2 Down Down

2000.3 Up Up

2000.4 Down Down
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KERN BUSINESS OUTLOOK INDEX

he Kern County Business Outlook Index measures current conditions and future expectations of busi-

ness managers. It is compiled from telephone surveys administered to a random sample of members
of the Greater Bakersfield Chamber of Commerce. Responses are enumerated to construct the index, for
which 100 indicates neutrality about local business conditions. A value greater than 100 expresses opti-
mism and less than 100 pessimism.

In 1999, the Kern Business Outlook Index rose from 117 in the first quarter to 119 in the second, but fell to
114 in the third quarter, and rose again to 130 in the last quarter. The index decreased to 128 and 125 in the
first two quarters of 2000, increased to 129 in the third quarter, and fell again to 120 in the fourth quarter.

Kern Business Outlook Index
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Although not fully equivalent in survey content, the Kern Business Outlook Index has shown movements
similar to the national Purchasing Managers Index. In six out of the eight quarters, both indices moved in
the same direction.

Quarter M ovement from Previous Quarter
Kern County Business National Purchasing
Outlook Index Managers | ndex

1999.1

1999.2 Up Up
1999.3 Down Up
1999.4 Up Up
2000.1 Up Up
2000.2 Down Down
2000.3 Up Down
2000.4 Down Down
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TOTAL PERSONAL INCOME

I otal personal income is the sum of labor income, capital income, and transfer payments, less payroll
taxes. Personal income is converted from current to constant dollars to measure the growth of output
over time. We divide total persona income by population to find personal income per capita.

Kern County’ s total personal income (in constant dollars) increased from $7 billion in 1990 to nearly $8 bil-
lion in 2000.

Total Personal Income in Kern County
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During 1990-2000, total personal income has grown at an average annual rate of 1.4 percent in Kern
County, 1.7 percent in California, and 2.2 percent in the United States.

Growth Rate of Total Personal Income

2.5

1.51

Percentage

0.51

Kern County California United States
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POPULATION GROWTH

ern County’ s population increased from 549,000 in 1990 to nearly 650,000 in 2000. During 1999-
2000, Kern County added over 100,000 people to its population.

Population in Kern County
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Population has grown at an average annual rate of 1.9 percent in Kern County, 1.2 percent in California,
and 1.0 percent in the United States.

Growth Rate of Population

1.51

Percentage
'—\

0.51

Kern County California United States
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PERSONAL INCOME PER CAPITA

ersona income per capita (in constant dollars) declined continually from $12,680 in 1990 to $11,760
in 1996. It thenincreased to $12,000 in 1999. For the year 2000, personal income per capitais pro-
jected at $12,100.

Personal Income Per Capita in Kern County
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Because of its rapid population growth, Kern County’s persona income per capita has fallen at an annual
rate of 0.5 percent. In contrast, personal income has increased at an average annual rate of 0.5 percent in
Cdliforniaand 1.2 percent in the United States.

Growth Rate of Personal Income Per Capita
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INCOME DISAPARITY

ersona income per capitais projected to be $12,100 in Kern County, $17,500 in California, and
$16,600 in the United States for the year 2000. As demonstrated above, Kern County’s rapid popula-
tion growth has been responsible for this large regional income disparity.

Dollars

20000+

150001

10000

5000

Personal Income Per Capita

Kern County California

United States

Income disparity between the local economy and state and national economies has grown over the past
three decade. The per capitaincome gap between Kern County and California widened from $4,100 (or
32.1 percent) in 1990 to $5,400 (or 44.5 percent) in 2000. In the meantime, Kern County-United States per
capitaincome gap more than doubled. It rose from $2,000 (15.4 percent) in 1990 to $4,500 (37.4 percent)

in 2000.

1990 2000
Kern County-California Income Gap:
Dollar value 4,100 5,400
Percentage 32.1 445
Kern County-United States Income Gap:
Dollar value 2,000 4,500
15.4 374

Percentage
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INCOME DISTRIBUTION

ern County has greater inequality in the distribution of personal income than the state and nation. Of

the 137,814 families living in the county, 28,457 (or 20.6 percent) earn less than $15,000, whereas
1,728 (or 1.3 percent) make more than $150,000. The percentage of families earning less than $15,000 is
14.3in Californiaand 16.8 percent in the United States. In contrast, the percentage of families with income
more than $150,000 is 3.0 percent in the state and 1.9 in the nation.

Level of Income Per centage of Population

(I'n $1,000) Classification Kern County California United States
Lessthan 15 Poor 20.6 14.3 16.8
15t0 25 Low-income 18.2 139 16.4
251035 Lower-middle-income 16.1 14.3 16.5
35t0 50 Middle-income 19.6 191 204
50to 75 Upper-middlie-income 16.5 21.0 18.2
75t0 100 High-income 5.2 9.0 6.3

100 to 150 Affluent 25 5.4 35
More than 150 Rich 13 3.0 19

The “middle class’ isidentified as families earning income between $25,000 and $75,000. Kern County
with 52.2 percent of itsfamilies included in this combined income bracket has a smaller “middle class’ than
both California (54.4 percent) and the United States (55.1 percent).

Size of the Middle Class

70
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501
401
301
201
101

Percentage

Kern County California United States
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COST OF LIVING

ern County ranks as one of the most affordable placesto live in California. Indeed, when comparing
home prices throughout the state, it is hard to beat Kern County. The monthly median price for sin-
gle-family home sales rose from $91,625 in 1991 to $92,818 in 1993. It then fell gradually to $80,062 in

1998, but rose again to $82,227 in 2000.

Median Home Sales Price in Kern County
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The monthly median single-family home sales price in the year 2000 averaged only $82,230 in Kern
County as compared with $227,900 in California and $147,500 in the United States. A major price differ-
ence is the construction cost. For example, the median price per square foot for all single family homes av-

erages $73 in Kern County, but $172 in California.

Median Home Sales Price
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NONFARM EMPLOYMENT

ern County’ s seasonally adjusted labor force increased by 24,000 persons from 262,200 in 1990 to

286,200 in 2000. In the meantime, total employment rose by 21,200 jobs from 234,200 to 255,400.
Thisincrease in total employment accounted for an additional 18,400 jobs in the farm sector, 22,200 new
jobsin the nonfarm sector, but aloss of 19,400 positions in the market for self-employed labor and those
who work outside their place of residence. In particular, nonfarm employment increased from 170,700 in
1990 to 177,300 in 1991. It then fell in the next two years reaching a record low of 169,900 in 1993. Since
then, nonfarm employment has continually risen to 192,900 in 2000.

Nonfarm Employment in Kern County
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The growth rate of Kern County’ s nonfarm employment is comparable with that of the state and nation.
During 1990-2000, nonfarm employment grew at an average annual rate of 1.5 percent in Kern County, 1.4
percent in California, and 1.8 percent in the United States.

Growth Rate of Nonfarm Employment
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Kern County California United States
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UNEMPLOYMENT RATE

he rate of unemployment in Kern County has stayed in double digits. The unemployment rate rose
from 10.7 percent in 1990 to arecord high of 15.8 percent in 1993, fell to 11.4 percent in 1997, rose
again to 12.1 percent in 1998, and fell again to 12 percent in 2000.

16
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13
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Unemployment Rate
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Kern County’ s unemployment rate is nearly twice higher than the state and three times as large as the na-
tion. The rate of unemployment averaged 13.1 percent in Kern County, 7.3 percent in California, and 5.8

percent in the United States.

Percentage
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Average Unemployment Rate
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EDUCATIONAL SPENDING

nnual per pupil spending in Kern County has had a declining trend. It rose from $6,640 in 1990 to

$7,450in 1993, fell to $7,300 in 1994, rose to $7,460 in 1995, fell again to $5200 in 1996, and rose
again to $6,220in 1999. It isinteresting to note that annual per pupil spending was $420 lessin 1999 than
that in 1990.

Annual Per Pupil Spending in Kern County
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On average, annual per pupil spending is greater in Kern County than the state and nation. During 1990-99,
annual per pupil spending averaged $6,570 in Kern County, $6,250 in California, and $5,620 in the United

Average Per Pupil Spending
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STUDENT PREPARATION

otal SAT scores declined from 991 in 1990 to 958 in 1994. |t then increased to 983 in 1993, fell to
966 in 1997, and rose again to 990 in 1999.

Total SAT Scores in Kern County
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Total SAT scores average 979 in Kern County, 999 in California, and 1,008 in the United States.
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COLLEGE ENROLLMENT

I otal enrollment at California State University, Bakersfield declined from 5,435 full-time equivalent
studentsin 1992 to 5,086 in 1994. It then roseto 5,717 in 1997, but fell to 5,594 in 1998, and rose
again to 6,210 in 1999.

Total Enrollment, CSUB
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Total enrollment increased at an average annual rate of 2 percent at California State University, Bakersfield,
1.7 percent at Bakersfield College, and only 0.04 percent in all Californiacommunity colleges and public
universities.

Total Enrollment Growth
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FAMILY ENVIRONMENT

I n Kern County, the percentage of married parents declined from 63 in 1990 to 55in 1994. It thenin-
creased to 61 in 1995, declined again to 56 in 1997, and increased again to 57 in 1998.

Percentage
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The percentage of married parents averaged 58 in Kern County, 66 in California, and 56 in the United

States.
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MATERNAL EDUCATION

ercentage of mothers with “some” college education declined from 22 percent in 1990 to 11 in 1992,
but gradually rose to 30 in 1996, and fell to 29 in 1997, and rose again to 30 in 1998.

College-educated Mothers in Kern County
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College-educated mothers averaged 24 percent in Kern County, 35 percent in California, and 42 percent in
the United States.
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HEALTH CARE

he number of physicians per 10,000 people declined from 13 in 1990 to 11 in 1998, but increased to

14 in 1999.

15

Number of Physicians in Kern County
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The number of physicians per 10,000 people averaged 12 in Kern County, 22 in California, and 10 in the

United States.
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PuBLIC ASSISTANCE

amily assistance per capitain Kern County increased continuously from $205 in 1990 to $245 in 1995.
With the implementation of welfare-to-work programs, however, family assistance per capita has de-
clined to $175 in 2000.

Family Assistance Per Capita in Kern County
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Welfare payments are more generous in Kern County than the state and nation. Family assistance per cap-
itaaverage $207 in Kern County, $172 in California, and $76 in the United States.

Average Family Assistance Per Capita
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CRIME RATE

ern County’s rate of violent crimes has shown a sharp declining trend. The FBI Index (homicide,

rape, robbery, aggravated assault, burglary, theft, larceny, arson) per 100,000 people remained stable
at about 6,600 between 1990 and 1993. It then declined continuously to 4,259 in 1999. The county’s crime
rate fell by nearly 24 percent over the past decade.
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On average, Kern County’s crime rate is greater than that of the state and nation. Crime rate per 100,000
people averaged 5,899 in Kern County, 5,699 in California, and 5,385 in the United Sates.
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AIR QUALITY

ata are provided on seven major kinds of wastes dumped into the atmosphere: carbon monoxide, hydrogen sul-
fide, nitrogen dioxide, ozone, heavy particul ate matter, light particul ate matter, and sulfur dioxide. Of these air
pollutants, complete data are available for the ozone and heavy particulate matter.

Production of the ozone is measured in “number of day above the national 8-hour standard.” Complete data are avail-
ablefor six Kern County locations (Oildale, Arvin, Shafter, San Joaquin Valley AB Max, Edison, and Maricopa).

The average number of ozone days increased from 53 days in 1990 to 68 in 1991, fell to 47 in 1992, rose continually
to 79in 1996, fell again to 29 in 1997, and rose again to 56 in 1998. During 1990-98, Kern County averaged 57 days
with ozone production above the nationa standard as compared with 31 days in the San Joaguin Valley, and 20 days
in Cdifornia.

The average quarterly means of the heavy particulate matter (PM10) measured in micrograms per cubic meter in-
creased from 56 in 1990 to 65 in 1991. It then declined to 34 in 1994, increased to 36 in 1995, declined again to 30 in
1997, and increased again to 36 in 1998. During 1990-98, Kern County averaged 41 micrograms per cubic meter of
PM10 as compared with 66 in the San Joaquin Valley, and 91 in California.

Air Quality in Kern County: Ozone Average Ozone Days
Number of Days above National Standard
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