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INTRODUCTION

In a time of transition for North County, this inaugural edition of North County
Prospects is meant to provide a clearer picture of where we are as a region so we
can better discuss where we want to go.
Prospects, is understanding and connecting the world of work and employment

with the education and infrastructure that is critical for our regional economic

vitality.

This report is organized into three general components. The economy section

looks at how jobs, industries and occupations have changed in North County since

the great recession that began in 2008. This section also includes indicators on the
regionds key indust r yinmVatiesinghe egioa.Mtk me a s
peoplesecti on examines North Countyds demao
resident workforce. Lastly, the place section of the report examines the changing
costs of commercial space and residential housing as well as a brief assessment of
commute times and behavior.

State of North County

An economic region with over 1.1 million people and 443 thousand jobs, San

Di egods North County has a greater popu
Delaware, Montana and South Dakota and more economic output! than eight

states including Maine, Alaska and North Dakota. The North County region hosts
several innovative export-oriented industry clusters, including Biotechnology &
Biomedical Devices, Clean Technology, Sports & Active Lifestyle and Information

& Communications Technology (ICT) -- all while being a net exporter of talent,
providing high skilled workers to employers in neighboring communities. These
regional assets provide some optimism f
though the region should also be aware that it was hit harder by the great

recession and has recovered slower than San Diego County, California or the

United States. These findings should be used to question how North County could
build off of its assets, collaborate as a region, and move in a direction that offers
economic health and opportunity for all of its residents and businesses.

Any analysis of No sholld acknowladgeytiie sSmpatancenob my
the surrounding regions upon its economic health. The remaining portion of San

Diego County, Southwest Riverside and South Orange County as well as the entire
greater Southern California economy, including across the border in Northwestern
Bajaal | pl ay a criti c a lrrentand fgureieconohic vitality. Co u
The information presented in this report is not meant to minimize Nor t h  Co u n
connectivity to the surrounding world, but instead to provide a deeper
understanding of how North County is both similar and different from its regional
neighbors.

1 As measured by Gross Domestic Product. Source: Bureau of Economic Analysis, 2012



Economy

Overall employment in North County was hit harder by the Great Recession than
either San Diego County, California or the United States and the region has
recovered slower. The figure below reflects the percentile change in overall
employment by North County businesses.

SDNC is
still

Figure 2 (on the following page) reflects the overall employment level of North 3 O/

County residents. A different metric that reveals that the North County residents, O
who are working or looking for work, are more likely to be employed than California

residents, who are working or looking for work. The labor force participation rate in below 2007
North County is 65%, consistent with San Diego County and a little higher than employment
California or the United States. levels.

Figure 1: Overall Percentage Change in Employment by Region from 2007 to 2013 2
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Figure 2: San Die go North County Historic Unemployment Rate (2008 to 2013)3
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3 Source: Employment Development Department (EDD), Weighted Based on Reported San
Diego County Unemployment Data




Regional Employment by Industry

Industries were impacted differently by the Great Recession and the slow recovery.
Industries like construction have seen considerable contraction over the last six
years and this is particularly true in North County (Figure 3). However, other
industries like Healthcare and Professional, Scientific and Technical Services have
experienced strong growth over that same time period.

Figure 3: Industry Change in Employment by Region from 2007 to 2013 4 Construction
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Figure 4: Industry Change in Employment by Region from 2007 to 2013 ( 2)°
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San Diego North County Occupational Profile

The unemployment rate, number of jobs created, number of people employed, and
the size of the workforce, all these general statistics have some value when you
are | ooking at North Countyds economy,
information as well, starting with the reality that not all jobs are equal. A part-time
job that pays minimum-wage with limited training and on-the-job skill development

is considerably less valuable than a high-paying, full-time position with full benefits
that continually develops and trains an individual for increasing levels of
responsibility.

A recent study by David Autor examined changes in the nation's occupational
profile. Autor provided an in-depth examination of the quality and quantity of the
jobs that employers have demanded over the last 30 years. In his analysis, Autor
developed an occupational segmentation that BW Research has also used in
regional occupational analyses. This occupational segmentation technique
delineates all occupations into one of three tiers. The occupational tiers are broadly
defined as follows:

Tier 1 Occupations include managers (Chief Executives, Financial Managers, and
Sales Managers), professional positions (Lawyers, Accountants, and Physicians)
and highly-skilled technical occupations, such as scientists, computer
programmers, and engineers. These occupations are typically the highest-paying,
highest-skilled occupations in the economy. In 2013, the average wage for Tier 1
occupations in North County was $42.60 an hour or approximately $88,600 a year
(assuming a 40 hour work week for the entire year).

Tier 2 Occupations include sales positions (Sales Representatives), teachers, and
librarians, office and administrative positions (Accounting Clerks and Secretaries),
and manufacturing, operations, and production positions (Assemblers, Electricians,
and Machinists). These occupations have historically provided the majority of
employment opportunities and could be referred to as middle-wage, middle-skill
positions. In 2013, the average wage for Tier 2 occupations in North County was
$20.96 an hour or approximately $43,600 a year (assuming a 40 hour work week
for the entire year).

Tier 3 Occupations include protective services (Security Guards), food service and
retail positions (Waiters, Cooks, and Cashiers), building and grounds cleaning
positions (Janitors), and personal care positions (Home Health Aides and Child
Care Workers). These occupations typically represent lower-skilled service
positions with lower wages that require little formal training and/or education. In
2013, the average wage for Tier 3 occupations in North County was $11.31 an
hour or approximately $23,500 a year (assuming a 40 hour work week for the
entire year).

Tier 1
occupations
have
experienced
the least
decline from
the Great
Recession
(2007 to
2013) in
SDNC




The figure below shows the percentage change in employment for each of the
occupational tiers in North County, from 2007 to 2013. As the chart reveals, Tier 1
occupations saw the smallest decline in proportional employment over the six year
period and have recovered back to 2007 levels. Tier 2 occupations experienced
the greatest decline, and are still almost eight percent below where they were in
2007.

Figure 5: Percentage Change in__North County Occupational Tier Employment from 2007 to
20136
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6 Source: EMSI 2013.4 Class of Worker, QCEW and Non-QCEW




Business Climate

As part of the research for North County Prospects, a sample of 349 North County
businesses were surveyed to assess their perceptions of the business climate.
The sampling plan for the survey was implemented to ensure a diverse and
representative sample of businesses by size’ and industry within North County.
As the chart below reveals, North County businesses were more likely to rate the
region as an excellent or good place to do business (68%) compared to California
(43%). Newer firms that had been located in North County for five years or less
were more likely to rate the region as excellent or good (75%) than those
businesses that had been in the region for more than five years. From an industry
cluster perspective, Information and Communications Technology (ICT) firms
were more likely to rate North County as an excellent (35%) place to do business,
compared to Building and Design firms (3%).

Figure 6: Rating as a Place to do Business by Region (2014 Survey Data) 8
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7 Business size was defined by the number of employees.
8 Source: BW Research Survey of North County Businesses (n=349, February 2014), w/
DK/NA Factored Out of Responses
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The survey also asked North County businesses to assess their satisfaction with
the business climate in the region. Approximately, 63 percent of businesses were
eitherveryorsomewh at sati sfied with the regiono
percent indicated some level of dissatisfaction (somewhat or very dissatisfied). The
remaining 29 percent indicated neither satisfied or dissatisfied (25%) or did not
offer an opinion. Larger firms, with 50 or more employees, expressed a higher level
of satisfaction (76%) with the regional business climate than their smaller business
counterparts. From an industry perspective, healthcare firms were the most likely
to be satisfied (78%)wi t h t he r egdlimateds busi ness

Figure 7: Satisfaction with North County's Business Climate (2014 Survey Data) 9

Neither satisfied nor
dissatisfied
25.3%
Somewhat satisfied
38.2%

Somewhat
dissatisfied
4.6%

Very satisfied

24.7% Very dissatisfied

3.2%

4.0%

9 Source: BW Research Survey of North County Businesses (n=349, February 2014)




North County businesses were asked to rate their level of satisfaction with North
Count yods bu sl naespostatianl&iinfrasttucture and education system.
Over 60 percent of North County businesses were satisfied with the regio n 6 s
business climate and transportation & infrastructure, and over half were satisfied
with the regionés educational system. L
di ssatisfied with the regionds business
expressed dissatisfactionwit h t he regi onbés transportat
educational system. Some of the key findings from an analysis of key sub-groups
include;

1 Technology companies (ICT, Biotech and Biomedical, Sports and Active
Lifestyle, and Clean Tech) were the most dissatisfied with the educational
system in the North County (25% overall dissatisfaction) when compared to
other industry clusters.

1 Building & Design firms were more dissatisfied with transportation &
infrastructure in North County (22% overall dissatisfaction) when compared
to the typical North County business.

1 Firms that are developing new technologies are more likely to be very
satisfied with the regionés business
firms that are not engaged in the use or development of new technologies
(21% very satisfied).

Figure 8: Satisfaction with Business Attributes (2014 Survey Data) 11
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10 The Business Climate figures factor out DK/NA responses that is why they are not equal
to Figure 7

11 Source: BW Research Survey of North County Businesses (n=349, February 2014), w/
DK/NA Factored Out for Responses




North County businesses were asked about their level of satisfaction with different
attributes of ther e g i lsing@ss climate and were most satisfied with the quality
of life. Access to relevant vendors and suppliers as well as clients and customers
also received relatively high levels of satisfaction. Not surprisingly, the regulatory
climate received the lowest level of satisfaction, but it is worth noting access to
capital and organizations to support economic development received less than 50
percent satisfaction from North County businesses.

Figure 9: Satisfaction with Is sues Related to North County's Business Climate (2014 Survey
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12 Source: BW Research Survey of North County Businesses (n=349, February 2014)
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North County businesses were asked about their level of satisfaction with different
attributes ofther egi ondés transport aNorttoQoungnd i nfr
businesseswere most satisfied with the region
wireless services, and also indicated relatively high levels of satisfaction with the

ability to move goods and products and access to airports.

Figure 10: Satisf action with Issues and Attributes of North County's Transportation and
Infrastructure System (2014 Survey Data) 13
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13 Source: BW Research Survey of North County Businesses (n=349, February 2014)




North County businesses were asked about their level of satisfaction with different
attributes of the r egi o tableswokfdreec@verihalfof, t
North County businesses were satisfied
the ability to find qualified entry-level employees. It is also worth noting that almost

a quarter of North County businesses were dissatisfied with their ability to recruit

high skill talent (24% dissatisfaction) or find qualified entry level employees (24%
dissatisfaction).

Figure 11: Satisfaction with Issues and Attributes of North County's Education and Training
System and the Available Workforce (2014 Survey Data) 4
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14 Source: BW Research Survey of North County Businesses (n=349, February 2014)




Lastly, North County businesses were asked about the difficulty of finding qualified
job applicants. In a relatively loose labor market with high unemployment, over 60
percent of businesses that provided an opinion on this question, indicated at least
some difficulty finding qualified job applicants. Interestingly enough, no single
industry, cluster or type of employer had considerably higher difficulty of finding

qualified job applicants; the difficulty finding qualified job applicants was relatively
evenly spread across the business community.

Figure 12: Difficulty Finding Qualified Applicants (2014 Survey Data) 15
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15 Source: BW Research Survey of North County Businesses (n=349, February 2014), w/
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Introduction to Industry Clusters

San Diego North Economic Development Council (SDNEDC) has recently begun
to examine the industry clusters in North County.

What are Industry Clusters? Michael Porter, a Harvard economist and
pioneer of industry cluster research, defined the cluster as a geographic
concentration of inter-connected companies and institutions working in
a common industry. This definition has been expanded over the years
to account for employers in shared technologies, supply chains,
services, and/or customers whose competition and/or collaboration
create opportunities for new business creation, increased regional
wealth, and new employment.

An emphasis on industry clusters in a given region has several advantages;
they allow us to move beyond the general industry assessment to identify
regional economic drivers, shared resources that are needed (including human
resources), and a better understanding of the markets in which employers
compete and cooperate. Analyses of industry clusters are valuable tools to
understanding how the regional economy is segmented in terms of differing
growth expectations, workforce needs, and infrastructure requirements.

Nor t h Clodustry Glustsrs

Here is a brief description of the industry clusters that were examined for the
North County prospects. All of the industry clusters examined are export-
oriented or traded clusters except for Healthcare, meaning they are able to sell
their products or services to a market beyond just the residents of North
County.

91 Biotechnology and Biomedical Devices is a particularly important cluster for
North County accounting for the research, development and production of
medical equipment and pharmaceuticals.

9 Building & Design involves the design and building of residential and non-
residential buildings and the interior design of buildings. This industry is actively
involved in energy efficiency, building retrofits, and the use of sustainable
building materials.

1 Clean Technology consists of industries involved in the research and
production of non-fossil fuel based energy and industries that work to
improve environmental sustainably and meet environmental regulations.
This industry cluster includes environmental consulting services and related
manufacturing and consulting services.

1 Connected Tourism, & Agriculture is one of the larger industry clusters in
North County with over 55,000 jobs. The industry cluster is a mix of
agriculture, food production and service industries that draw tourists into the
region. The cluster includes breweries, amusement services, gambling, and
recreation industries.




9 Healthcare is the diagnosis, treatment, and prevention of disease, illness,
injury, and other physical and mental impairments. Healthcare is delivered
by a wide range of practitioners in medicine, chiropractic, dentistry, nursing,
pharmacy, etc. This industry cluster includes ambulatory care services,
hospitals, and residential care facilities.

91 Information & Communications Technologies (ICT) is a diverse group of
technology industries that focus on the development and production of new
products and services in telecommunications and information technology.
Some of the sectors in this cluster include telecommunications carriers,
software publishers, cyber security developers and computer and electronic
product manufacturing.

1 Sports & Active Lifestyle includes those firms that develop and manufacture
sports and related equipment and apparel, as well as those firms that sell and
distribute related sports and recreational products and services.

The figure below shows the relative size of employment in each industry cluster
within the region (by the size of the sphere), the relative industry concentration
within the region (2013 Location Quotient on the vertical axis), and the overall
employment growth or decline from 2007 to 2013. As shown by the chart below
Clean Technology, Biotechnology & Biomedical Devices and Healthcare has all
experienced considerable growth in the region, while Building & Design and to a
lesser degree ICT saw employment decline over the same time period.

Figure 13: San Diego North County Industry Clusters by Concentration & Growth from 2007 to

2013

,g; 30 «.J
E Clean
<
E Biotechnology
o] . \ )
g 05 Spor‘ts & ActNe & B|Omed|ca|
2 Lifestyle
2
28
SE
c B :
25 Connected Tourism
ge & Agriculture
-0
®ME 15
SE
qE
3 .
& Information & Healthcare
2 0 Communications /
= P |
: Building Technology ‘r/
[o] H <
5 & Design
Y S
-40% -30% -20% -10% 0% 10% 20% 30% 40%

2007 - 2013 Percentage Employment Growth

16 Source: EMSI 2013.4 Class of Worker, QCEW and Non-QCEW

Technology

Biotech
&
Biomed
have
grown by
over

25% In

SDNC
(2007 to
2013)




The table below shows current employment for each of the industry clusters in
North County. Given the average earnings per job, it should not be surprising that
Connected Tourism & Agriculture largely employ Tier 3 occupations, while industry
clusters like Biotechnology & Biomedical Devices as well as ICT firms largely
employ Tier 1 occupations.

Table 1: Industry Cluster Employment and Earnings (2013)Y7

Industry Cluster Employment Earnﬁvgesregeer Job
Connected Tourism & Agriculture 55,929 $26,066
Healthcare 34,271 $67,125
Information & Communications Technology 18,630 $117,738
Building & Design 13,497 $85,145
Biotechnology & Biomedical 12,457 $118,592
Sports & Active Lifestyle 10,666 $49,453
Clean Technology 6,624 $92,089

17 Source: EMSI 2013.4 Class of Worker, QCEW and Non-QCEW




INnnovation

Innovation and the ability to take new ideas and create new products and services,

is a critical ingredientformany of Nort h Coun tBgtabishingndu s
itself as an incubator of ideas and innovation will not only help the North County

attract new businesses and investment, but also to retain current businesses. The
following section highlights indicators of innovation through patents and investment

in the region. Patents are a measure of the generation of new ideas, while

invest ments measure confidence and valu
entrepreneurs.

Patents

San Diego County was home to 3,293 approved patents in 2011, higher than either
Los Angeles, San Mateo or Alameda County. Silicon Valley (which includes San
Mateo County) by comparison numbered 13,565 in the same year. While San
Diego County is far behind Silicon Valley, prospects look good, as growth for
patent registrations for the three year period between 2008 and 2011 was a
staggering 73 percent.

Figure 14: Approved Patents by California County from 2000 to 2011 18
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18 Source: U.S. State Patenting Breakout by Regional Component; Count of 2000 - 2011
Utility Patent Grants, retrieved from:
http://www.uspto.gov/web/offices/ac/ido/oeip/taf/countyall/usa_county gd.htm &
http://patft.uspto.gov/netahtml/PTO/search-bool.html



http://www.uspto.gov/web/offices/ac/ido/oeip/taf/countyall/usa_county_gd.htm

Identifying patents by origin at the regional level'®, the North County represented

over 42 percent of patents by inventor origin countywide in 2012, and a quarter of
patents by company origin (25%). The proportion of patents by inventor origin in

the North County is telling, as the region only contributes 35 percent of San Diego
Countyds overall popul ation and 3The perc
North County contributes a sizeable por
healthy level of innovation in the region.

Figure 15: Patent Origin by Regional Totals (2012) 2°
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19 Defined at the city level for San Diego North County and San Diego County.

20 Source: U.S. State Patenting Breakout by Regional Component; Count of 2012 Utility
Patent Grants, retrieved from:
http://www.uspto.gov/web/offices/ac/ido/oeip/taf/countyall/usa_county gd.htm &
http://patft.uspto.gov/netahtml/PTO/search-bool.html



http://www.uspto.gov/web/offices/ac/ido/oeip/taf/countyall/usa_county_gd.htm

Investment

Angel investment has steadily increased in the North County region since 2008,

|l i kely demonstrating increased confiden
and business potential.

Figure 16: Angel Investors in San Diego North County from 2007 to 2013 21
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21 Source: CBI Insights' Deal Search (for Encinitas, Solana Beach, San Marcos, Carlsbad,
Escondido, Vista, Poway, Del Mar and Oceanside), retrieved from:
https://www.cbinsights.com/deal_search.php




People

Demographics

The North County is home to approximately 1,137,400 people, which is about 35
percent of the overall population in San Diego County. The region has a higher

proportion of younger residents (under 18 years of old) and older residents (50 1 1 3
years and older) than San Diego County as a whole. -

The North County also boasts a higher educated population proportionally when m|”|0n
compared to San Diego County as a whole, the state, and the country. Almost two

of every five individuals (25 years of age and older) in North County possesses a people
bachel oré6s degree or higher (38%), whic Iivein
businesses in the region as well as those just beyond its borders (overall San

Diego County and Southern California). NOI’th

Higher education often correlates with higher incomes, and this is also true in the Cou nty
North County. Almost one in five households in 2012 had an annual income of
$150,000 or more (18%), which is a higher proportion than San Diego County
(13%) and California (13%), and double that of the United States as a whole (9%).
Just as impressive, nearly half (48%) of all households in North County
accumulated at least $75,000 in yearly income (San Diego County: 40%;
California: 40%; United States: 33%).

Figure 17: Age Distribution by Region (201 3)%?
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22 Source: EMSI 2013.4 Class of Worker, QCEW and Non-QCEW
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Figure 18: Educational Attainment for the Population 25 Ye ars and Older by Region (2012)%3
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Figure 19: Household Income Distribution by Region _ (2012)*
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Figure 20: Ethnicity by Region (2013)%°
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Education

The number of STEM compl et i senosdarg instititibone N
(California State University San Marcos, MiraCosta College, and Palomar College)

rose steadily between 2009 and 2012. Perhaps more impressive, total STEM
completions in 2012 were more than double the completions in either 2003 or 1 1%

2004.

The North Countyods share of total STEM OfCA
steadily since 2009. The region was home to over one percent of all California STEM
STEM completions in 2012. While not a huge proportion in the state, the overall

completion numbers and the steady increase over the last few years in the region degrees
is promising and bodes well for the competitive attributes of the North County are
workforce.
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Figure 21: Total STEM Completions (2 or 4 Year Degrees) from 2003 to 201 226
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26 Source: Integrated Postsecondary Education Data Systems (IPEDS) CIP Identified
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Workforce

There are several ways of examining how
work for regional employers. One way is to compare how residents of the North
County in the labor force (identified as the resident workforce) and those working OveraII,
or employed in the North County (regardless of where they live) look in terms of the North
general occupational categories and skills that they provide.
County
As the figure below reveals, the North County has a larger resident workforce than exports
the total amount of workers employed in the region (resident workforce: 511,000;
employed in the region: 443,000). The largest gaps between the resident workforce over
and those employed in the region are found in management, business, science,
and arts occupations and service occupations. This signifies that the North County
is generally an exporter of higher-skilled workers, such as those in management,
business, science, and arts occupations, and an importer of lower-skilled workers,
such as those in service and production, transportation, and material moving Tier 1 -
occupations. .
professionals
Figure 22: Resident Workforce vs. Working in the Region by Occupations 2 (0]
neighboring
regions
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27 Source: American Community Survey (ACS) 2012 5-year estimates & EMSI 2013.4
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Place

San Diegoés North County is an expansiyv
area as far south as the 56 freeway, from Del Mar to Poway, to as far north as

Camp Pendleton and Borrego Springs. One way to assess the quality of life in a

region and the general strength of the economy is to review real estate prices and
housingcosts. Thi s section also examines commut
workforce.

Commercial Real Estate

The figure below compares real estate costs for industrial, office and retail space
for the North County from 2003 to 2013. While costs for commercial real estate hit
highs (relative to 2003) just before and during the great recession, they plummeted
to near 2003 levels, finally reaching their lowest levels in 2011. The uptick in prices
for all commercial space since 2011 is a clear indicator that the economy is
recovering in the North County, albeit slower than San Diego County, California
and the United States as a whole (as presented earlier in the report). Nevertheless,
this is a promising sign for the overall economy in the region.

Figure 23: Change in Price per Square Foot for Commercial Real Estate from 2003 to 2013 28

28 Source: Cassidy Turley




























