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Understanding the Local Economy and Workforce Dynamics
 of San Luis Obispo County

     On behalf of the Workforce Investment Board of San Luis Obispo and in consultation with the County of San Luis Obispo, the Economic Vitality Corporation, the Builders Exchange of San Luis Obispo, the City of Paso Robles, and the San Luis Obispo Chamber of Commerce, this study attempts to build upon past studies done by the Chamber and the University of California at Santa Barbara Economic Forecast Project as well as the County in its General Plan to take a closer look at the economic and workforce dynamics of the local region.

     Ultimately, the purpose of the study is to provide information to the Workforce Investment Board so that it can invest the public sector resources under its control into workforce interventions that support the competitiveness of key industries in the local economy as they interact with the global marketplace and that increase the well-being of the citizens of the County.  The Board will be looking for opportunities to collaborate in moving toward these goals with its economic development, education, government, and business partners.

     Throughout this study, we summarize the information that we have collected in narrative form, complement the narrative with extensive appendices, and provide analysis of the data in the narrative.  We begin with a demographic overview of the County.  Sections that follow examine the supply of the workforce, demand side factors, and specific industrial sectors in the economy.  We close the report suggesting clusters in which the Board and its community partners could invest with specific action plans for workforce interventions in those clusters.

     While this phase of the project gathers and summarizes quite a bit of data, the real task of validating and interpreting the data and using the results to define an investment strategy with priorities and action plans is still ahead.

County of San Luis Obispo

     San Luis Obispo County is one of 58 counties in California.  It has 3,304 square miles in land area and a population density of 77.8 per square mile.  

     In 2006, the total population as reported by the American Community Survey (see Appendix 1 – Reports from the American Community Survey) of the US Bureau of the Census was 257,000 which ranked 23 among the counties in California.  The median age was 38.5.  Nineteen percent of the population was under 18 years and 14% was 65 years and older.  There were 102,000 households in SLO County with an average size of 2.4 people.  Families made up 60% of the households (48% married couple, 12% other families).  Non-family households made up 40% of all households (28% people living alone, 11% other non-family households).

     From 1970 to 2006, the population of the County grew from 105,690 to 257,000, adding 151,310 people or 143% and ranking its population growth at 15 among California counties (see Appendix 2 – Reports from STATS Indiana).  Its relative growth in recent years (13.6% since 1990) has slowed ranking near the middle of counties in the State.

     Of people 25 years and over in 2006, 88% had at least graduated from high school and 31% had a bachelor’s degree or higher, ranking SLO in the top 20 of California counties.  Thirteen percent were dropouts.  The total school enrollment was 73,000 in 2006 (nursery and kindergarten, 6,100; elementary and secondary, 35,000; post-secondary, 32,000).

     Overall, the median income of households in the County was $50,209 with 78% receiving earnings and 20% receiving retirement income other than Social Security, ranking it in the upper half of California counties.  Twenty-nine percent of the households received Social Security with the average Social Security income at $13,663.  In 2006, 14% of people lived in poverty, including 9% of children under 18, 9% of people 65 years and over, 6% of families, and 19% of families with a female householder and no husband present.  The County typically ranks in the top half of California counties with regard to income.

     As far as earnings, the average wage per job in 2006 was $35,236, ranking the County at 30 among California counties.  In 2003, the Self-Sufficiency Standard (which will be explained in depth later in this report) for a single wage-earner with one child was $32,387.

     San Luis Obispo County often finds itself in the middle of most demographics among California counties as it is for size and income.  It has a lower than average poverty rate, a higher than average educational attainment rate, a lower than average growth rate recently, lower than average earnings, and a higher than average median age.  Most of these trends are easily explained.  It is a popular place for retirement living.  It has a very large state university within its borders.  It has a slowly growing economy with good (albeit low-paying) job prospects.  It has a lower cost of living than the major coastal metropolitan areas to its north and south.  All of these factors tend to be assets for the County.

Supply of the Workforce

     Assuring that the number of qualified workers required by key industries in the regional economy is adequate is one of the missions of local workforce investment boards.  We depend on a pipeline that moves potential workers from school to work as one way to accomplish that goal.  We often look to in-migration from people moving into the area from other parts of the state, the United States and abroad.  Labor sheds where people live out of the immediate area but commute to work provide us with additional labor supply.  People who are willing to work second and third jobs to increase their discretionary income are another source of labor beyond the primary labor market.  Older workers who have retired but who still participate in the workforce are another source of qualified workers.

     With literally millions of Baby Boomers in the workforce eligible to change their relationship to work in the next ten years, their decisions will have a profound effect on the workforce supply.  Will people work longer?  Will they do that by decreasing the number of hours that they work or will they continue to work full-time?  How long can they keep working physically?  Will they want to continue in their present occupations or will they want to change jobs?  Will they start new businesses?  We really don’t have the answer to these questions at present and will need to monitor the way they play out over the next ten years.

     What is clear is that we are moving into a time where there will be fewer people available to fill the jobs that industry needs because of the growth of demand-side need and the replacement of the Baby Boom workforce.  The supply of workers is decreasing at the same time that the demand for workers is increasing, setting the stage for workforce and skill shortages.

Civilian Labor Force and Jobs in County

     In 2006, the ACS estimated the County workforce at 129,731 with 5.3% or 6,935 unemployed.  Other data sources (STATS Indiana) estimated the labor force on the higher side (closer to 134,000) with an unemployment rate of 4%.  The most recent report of not seasonally adjusted employment from the Bureau of Labor Statistics (August 29, 2007) (see Appendix 3 – Metropolitan Area Employment and Unemployment: July 2007) shows a civilian workforce of 135,400 in July 2007 with an unemployment rate of 4.6 % or 6,300 people.  

     According to the Bureau of Labor Statistics, in 2006, there were 105,323 jobs in SLO County, ranking 31 among California counties.  The average wage per job was $35,236.  The most recent report from BLS referenced above showed 102,800 jobs in the County in July 2007.

     For the information of the reader, statistics that are based on census data count employed people who live in a given county while statistics based on information gathered from employers count people who work in a given county.  Data from employers excludes some agricultural employment which is counted by the US Department of Agriculture.  Census data counts persons who self-classify as self-employed but that information may or may not be captured by employment data.  

     This region has additional agricultural workers (1,397; 2002 Census of Agriculture, National Agricultural Statistics Services, USDA);large numbers of self-employed workers (12,423; American Fact Finder, US Bureau of the Census, 2006); and more people leaving the County to work than flowing into the County to work.  All of these factors account for the difference between the overall workforce (somewhere around 130,000) and the number of jobs in the County (somewhere around 105,000).

     It is clear from our analysis of labor sheds that a large number of people who live in the County do not work in the County (see below).  It appears that the County is increasingly becoming a “bedroom community” particularly for its neighbors to the south, raising a multitude of questions from the mix of the tax base to the need for better transportation routes.

Age

     Age of the population is one of the most important demographic dynamics affecting the workforce in SLO County.  The County is already concentrated at rates above the California average in every age cohort from 50-54 years on (see Appendix 4 - Demographic Snapshot Report).  Many of these age cohorts are expected to grow at rates exceeding 35% over the next decade (see Appendix 5 – Demographic Growth Report).  This reflects not only the Baby Boomers who live in the County but also the large number of people that move into the County for their retirement years.

     In contrast to this trend, the County is well below the California average in other cohorts, particularly those up to age 14 and from age 25-44.  Some growth is anticipated in those groups over the next ten years but clearly the County is growing older at a rate that exceeds the state averages.

     Just how aging will affect the workforce is still unclear.  One immediate effect will be skill shortages in some of the most important occupations in the area.  If Baby Boomers tend to work longer, the effects of this trend will be delayed.  However, with inadequate numbers of younger workers moving into jobs as nurses, machinists, teachers, police officers, and skilled construction workers, a crisis is looming.  Seniors may be an asset in the large number of retail and hospitality jobs that exist in the area if they seek part-time jobs after retirement.  Students from Cal Poly already contribute significantly to the local workforce in those industries. 

Race, Ethnicity, Nativity, and Language
     Another interesting trend is the makeup of the County with regard to race and ethnicity.  The racial and ethnic makeup of white, non-Hispanic (74%), white Hispanic (17%), non-white Hispanic (1%), black or African-American (2%), and Asian (3%) deviates significantly from the California average of 43%, 34%, 2%, 6%, and 12%, respectively (see Appendix 4 - Demographic Snapshot Report).  Some growth is forecasted for the County but the relative concentration of people of diverse racial and ethnic groups with regard to state averages is expected to continue to defy state trends.

     Nine percent of the people living in SLO County in 2006 (ACS) were foreign born.  Ninety-one percent were native, including 66% who were born in California.  Among people at least five years old living in SLO, 15% spoke a language other than English at home.  Of those speaking a language other than English at home, 76% spoke Spanish and 24% some other language; 43% reported that they did not speak English very well.

     Attracting non-native workers is another way that local areas address their labor shortage problems.  For some reason, this County does not seem to attract as many persons from diverse racial and ethnic groups as the rest of California which may be a problem as regions around the State deal with the shortages of workers that will occur over the next ten years.
Geographic Mobility and Labor Shed

     In 2006 (ACS), 77% of the people living in the County were living in the same residence one year earlier; 13 % had moved during the past year from another residence in the County; 8% from another county in California; 1% from another state, and less than .5% from abroad.

     In looking at the labor shed of SLO County, there are significant flows in and out of the County (see Appendix 6 – Labor Shed Reports).  

     Of the people who live in SLO County, 66.7% (45,817) were employed in the County in 2003.  The balance of the residents (22,857 or 33.3%) worked outside the County with the following Counties being the most prevalent as far as location…Santa Barbara (6.9%), Los Angeles (6.1%), Orange (2.7%), Santa Clara (1.5%), and all other locations (16.1%).  People who live outside of the County but who work in the County follow many of the same commuting patterns.  Santa Barbara (8.2%), Los Angeles (3.4%), Monterey (2.8%), and Kern (1.7%) lead the Counties from which people commute to work in SLO County.

     People in the region tend to commute to and from the south in greater numbers than from any other direction.  In 2003, 5,000 more SLO residents commuted out of the County to work than residents from other counties that came to SLO to work.  The issue of commuting is one that needs to be studies further.  Our analysis of employment among workers and jobs in industry above lead us to conclude that the outflow of workers is much higher than in 2003 (the most recent data available).

     Seventy-three percent of SLO County workers drove to work alone in 2006, 14% carpooled, 1% took public transportation, and 7% used other means.  Among those who commuted to work, it took them an average 19.5 minutes to get to work.

     In addition to looking at the raw numbers of people who commute out of the County, it would also be useful to get some idea of the employment of the people who commute.  The large number of professional and technical folks in the County leads us to suspect that there are many high-skilled, high-wage workers that live in the County and commute to work in the Los Angeles area.  This is a kind of brain drain that may offer some opportunities for economic development in the County.

Housing
     In 2006 (ACS), SLO County had 102,000 occupied housing units with 59% owner occupied and 41 % renter occupied.  Of the total housing units, 73 % was in single unit structures, 17% was in multi-unit structures, and 9% were mobile homes.  Twenty-four percent of the housing units were built since 1990.  Four percent of households did not have access to a vehicle for private use while 38% had two vehicles and 25% had three or more.

     For mortgaged owners, the median monthly housing costs were $2,014; non-mortgaged owners were $432; and renters were $1,044.  Fifty-five percent of owners with mortgages, 16% of owners without mortgages, and 59% of renters in the County spend 30% or more of household income on housing.  The National Low Income Housing Coalition (Out of Reach, 2006) calculates that the “housing wage” or hourly wage required to afford the mortgage on a two bedroom in SLO County is $18.37 (see Appendix 14 – California Out of Reach 2006).

     Housing costs have a dramatic effect on the cost of living and the ability of businesses to attract people to the jobs that cannot be filled with locally-trained people.  Often, two incomes are essential to meeting mortgage obligations and putting single-earner households at a distinct disadvantage.  Many employers that we interviewed mentioned the high cost of housing as a major barrier to recruiting skilled workers and the need to place the “trailing spouse” as a major issue.

Multiple and Part-Time Jobs

      In our initial research, we were unable to tease out the effect of multiple and part-time jobs on the economy and the workforce.  We believe that this figures into the mix and encourage more research on the subject.

Summary

     While the general demographics of the area are generally positive, issues with relation to the supply of the workforce are not so rosy.  The County has an older population and an older workforce than the State as a whole.  It has a less diverse population and workforce than the remainder of the State.  It shares its potential workforce with surrounding counties and metropolitan Los Angeles area in great numbers.  Housing is a major barrier to attracting the talent that is needed to drive many of the more innovative industries in the area.

Demand Side Factors

     As we look for the key industries in the SLO County economy, we normally look for industries that are growing, that are competitive in the global marketplace, and that grow good jobs.  This means we look at size in terms of employment and output, growth, the concentration of the industry in the local area compared to the concentration nationally (location quotient), and earnings per worker or average wage.  We are also looking for clusters of industries rather than an industry segment dominated by one employer.

     Ideally, we would like to find a group of companies in a related industry that as an aggregate is experiencing growth, which is concentrated at a rate above the national average, and that pays an average wage that allows an individual to sustain their household without government supports.  Productivity or sales per worker is one key variable beyond workforce statistics that is very useful in defining where to make investments.

Industry Mix

     In looking at the major clusters of industrial activity in the SLO economy, government, retail, hospitality, and construction (builders and contractors and real estate) are by far the largest employers with health care, business services, real estate, agriculture and food processing, communications, financial services, wholesale trade, education, utilities, logistics and transportation, metals and metal fabricating, biotechnology, and chemicals following in that order.  Builders and contractors (2,293), real estate (2,230), retail (1,467), hospitality (1,407), business services (1,203), health care (854), wholesale trade (572), and communications (539) led clusters in growth from 2002 through 2006.  Utilities (2.86), agriculture and food processing (1.72), real estate (1.69), hospitality (1.45), builders and contractors (1.36), retail (1.16), and government (1.02) are concentrated at levels higher than the national average.  Utilities ($150,000), financial services ($66,000), chemicals ($62,000), government ($58,000), health care ($55,000), and biotechnology ($46,00 have the highest paying average wage for the cluster.  See Appendix 7 – Rank Clusters Report and Appendix 8 – Rank Industries Report for more information.

     However, when we look at sales or output, manufacturing ($1.7 billion), builders and contractors ($1.6), real estate ($1.2), and retail ($1.1) lead the list with health care ($937 million), hospitality ($852), business services ($749), financial services ($681), and agriculture ($529) (see Appendix 9 – State of Economy sorted by sales).  The overall gross domestic product for the County has been estimated at $12.5 billion for 2007 by the UCSB Economic Forecast Project.

     Another very useful view which combines employment and sales is productivity or sales per worker.  Here, a very significantly different list reveals itself with utilities ($872,000), manufacturing ($304,000), mining ($283,000), information ($179,000), financial services ($160,000), real estate ($127,000), builders and contractors ($123,000), and wholesale trade ($120,000) leading the list.  See Appendix 10 – State of Economy sorted by sales per worker.

     For the sake of analysis, we typically use Chart 1 - Overview of San Luis Obispo County Industry Clusters and Segments – as a summary of some of this information which provides a jumping off point for analysis which leads to the selection of priority clusters.  The upper right quadrant contains clusters that are competitive and growing, the lower right quadrant contains clusters that are competitive but declining in employment, the upper left quadrant has clusters that are not competitive but are growing in employment, and the lower left has clusters that are not competitive and not growing.

     A look at the Chart shows that utilities, real estate, builders and contractors, hospitality, and government are obvious choices with agriculture and food processing as a possibility if we use competitiveness as the primary criterion to prioritize our choices.  We would probably add biotechnology, logistics and transportation, wholesale trade, communications, health care, and business services if we include growth as a key indicator.  Utilities have the highest productivity number of any industry in the economy and are essential for the community infrastructure in spite of the small employment in the economy.  Agriculture and food processing includes wineries which has been identified as a key segment for investment by local economic development.

     Probably, the most controversial factor in our decision-making about priorities revolves around the types of jobs and average wages paid in the industry cluster.  Should we invest in industries where the career paths are limited and the wages are low?
Occupational Mix

     A look at the current occupational mix in SLO County reflects the general character of the industry mix.  The most prevalent jobs tend to pay the least.  Office and administrative support occupations (21,919; $13.30), sales and related occupations (21,821; $14.45), food preparation and serving related occupations (12,934; $8.79), management occupations (11,390; $28.97), and construction and extraction occupation (10,861; $19.36) are the largest occupations.  See Appendix 11 – Jobs by Occupation sorted by new and replacement jobs.

     Most disturbing in the occupational information are the categories of jobs where there is projected to be a large percentage of workers required in the next ten years to replace those workers who are retiring.  Health care support occupations (16%); production occupations (27%); installation, maintenance, and repair occupations (14%); protective service occupations (33%); community and social services occupations (17%); transportation and material moving occupations (22%); life, physical, and social science occupations (23%); and health care practitioners and technical occupations (17%) are some of the most critical.  

     Teachers, supervisors and managers of all kinds, skilled construction trades, assemblers and fabricators, health and human services workers are among some of the occupations that will need between growth and replacement more than one-third additional workers in the coming decade.

Summary

     As we look at the demand side of the SLO economy, we get mixed signals.  We see four large clusters that make up nearly 85% of all jobs in the County – construction (builders and contractors and real estate), government, retail, and hospitality.  We see a number of manufacturing clusters – agriculture and food processing, communications, biotechnology – that are extremely competitive or growing with supportive clusters such as business services, logistics and transportation, and utilities also growing.  Health care is also growing.  However, these industries are much smaller than the big four.

     As a group, the manufacturing-based clusters contribute more to the local economy than any other industry.  The workers in those industries are also more productive, largely because of the ability to automate many of the required tasks.  Those industries have shed unskilled workers over the last 15 years and now employ more skilled workers.  The problem is that many of those workers are in the Baby Boom generation whose members will change their relationship to work in the next decade.

     It is a similar story in the construction industry where skilled tradespersons are a precious commodity and in the health care industry where caregivers and technical specialists are in short supply.  One health care human resource person told us that 55% of the nurses in her hospital are 55 or over.  

     Without an intentional strategy to replace these workers, it is possible that the food processing, printing, metals and metal fabricating, and biotechnology industries will find it difficult to field the competitive workforce that it needs.  The construction industry will lose share in regional competition while the health care industry will be inadequate to meet the needs of the increasingly aging population of the area.  These industries which tend to be smaller employers in the workforce pack a huge punch when it comes to the local economy.  To lose them could be a fatal blow for future prosperity in the area.

Factors in Prioritizing Industry Investments

     As we try to decide which industries may form the core of our workforce investment strategy, we remind ourselves of the ultimate goals of our efforts…helping local industry compete in the world marketplace by being profitable and productive and helping the people of San Luis Obispo County earn a competitive wage which allows them to sustain the standard of living of their family without government supports.  Industries that maximize wealth production by selling their product or service outside of the local economy, by supporting a supply chain that includes other local companies, by using innovation to make their businesses more productive, and by paying their workers a family-sustaining wage need to be the targets of our investment.

Traded Clusters

     Traded clusters which sell their product or service outside the region and bring new money into area are usually preferred over infrastructure cluster that serve the local area and depend on local support to keep them going.  Manufacturing of all kinds, some parts of hospitality, some parts of government, and agriculture are typically traded clusters while construction, retail, some parts of government, health care, utilities, and education are typically infrastructure clusters.  Wherever we can invest in industries that bring dollars into the local economy, we recommend it.

Multiplier Effects

     Because of their connections with other industries that are a part of their supply and distribution chains, certain clusters produce more spin-offs from their industrial activity than others.  A multiplier summarizes the total impact that can be expected from change in a given economic activity.  Multipliers that measure the spin-off benefits in output, employment, income, and value-added can be calculated.  Manufacturing enterprises typically have a multiplier effect of around 2 which means that for every dollar that they produce or for every worker that they employ or for every dollar that they pay for wages or for every dollar of taxes they pay an additional 2 dollars is produced in other industries with which they relate.

     If we can support industries that have extensive supply chains and that generate output, jobs, and earning in other industries, we consider that a good investment for economic growth.

Productivity

     Productivity which we measure as sales per worker is the key to staying competitive in the global marketplace.  Industries that are able to automate such as manufacturing, financial services, retail, and utilities gain higher levels of productivity.  Industries that are more labor intensive such as health care, hospitality, agriculture, and education must work harder to make productivity gains that improve profitability.  We believe that keeping industries healthy that produce goods and services efficiently is good for local economies.

Earnings per Worker and Family-Sustaining Wage
     Ultimately, anything that we can do to increase personal wealth and enable families to live comfortably without government supports is a worthwhile goal.  We use the Self-Sufficiency Standard that uses measures of housing, child care, transportation, health care, and taxes in local areas as a way of calculating what self-sufficiency costs for individuals and families of various sizes.  See Appendix 12 – The Self-Sufficiency Standard for San Luis Obispo County, 2003.

     While the data is several years old, the Self-Sufficiency Standard for San Luis Obispo County for a single wage earner with one child was $32,387 or $15.33 per hour in 2003 (compared to $35,977 or $17.03 in Los Angeles County and $50,239 or $23.79 in San Francisco County).  Wherever we can invest in industries that have career ladders to jobs that pay above the Self-Sufficiency Wage, we think that industry should be a priority.

Prioritizing Clusters in SLO County

     Here, we try to use the value statements above to help decision-makers in San Luis Obispo County decide which clusters are most important and deserving of further focus through workforce programming and additional investment.

     Information in this section comes primarily from Appendix 7 – Rank Clusters Report, Appendix 8 – Rank Industries Report, and Appendix 13 – Regional Staffing Patterns.  In addition, we have added input that we received from area employers during face-to-face marketing research that took place in July 2007.

Health Care

     Overall, this industry is a medium-sized employer (9,539) that is growing rapidly (12%) but that is not yet concentrated at the national average.  The trend in health care sees hospital employment holding steady as employment in outpatient, long-term care and residential services grows.  Doctor’s offices (807) and home health services (213) contributed to most of the growth in employment in health services from 2002 through 2006.

     Large employers in the cluster include offices of physicians (3.085), offices of dentists (1,095), nursing care facilities (993), home health care services (786), general medical and surgical hospitals (684), and community care facilities for the elderly (473).

     In this cluster, registered nurses, physicians and surgeons, child care workers, nursing aides, personal and home care aides, dental assistants, receptionists and clerks, home health aides, medical assistants, medical secretaries, licensed practical nurses, dental hygienists, and physical therapists are among the top jobs.

     Clearly, the major issue facing this cluster is the need to replace the Baby Boom workforce and to prepare for the increased demand that will hit the County as its older-than-average population continues to age.  The capacity to train direct care workers at all levels is limited with Cuesta College being the only resource in the County.  There also appear to be few if any programs locally that train health care technicians such as imaging technicians, physical therapists, respiratory therapists, dental hygienists, and others.

     This is one industry that is severely affected by the cost of living issue.  Employers told us that they are unable to attract direct care and technical workers from other areas and that the only option that they see is to “grow their own” from the local population.  The problem is that the training infrastructure has significant limitations.

Construction (Builders and Contractors and Real Estate)
     This cluster is defined as building supply manufacturers, builders and contractors, and most of the real estate activities that support the construction industry.  It is a large (31,000+), growing (17% from 2002-2006), and competitive (1.36) cluster.  For the sake of analysis, we have further broken this sector into two categories – builders and contractors and real estate.

     Large industry drivers include residential building construction (3,394), landscaping services (1,564), site preparation contractors (1,365), drywall and insulation contractors (1,333), and plumbing and HVAC contractors (1,089) as well as offices of real estate agents (4.093), real estate property managers (1,456), lessors of residential buildings (1,365), and other activities related to real estate (1,258).  Concrete pipe, brick, and block manufacturing (3.89); drafting services (3.83); lessors of other real estate property (3.52); landscape architectural services (2.99); architectural services (2.60); offices of real estate agents and brokers (2.45); residential building construction (2.40); tile and terrazzo contractors (2.05); and drywall and insulation contractors (2.00) appear in concentrations that are more than double the national average.

     Top jobs in the construction industry in the County include carpenters, construction laborers, first-line supervisors of construction trades, construction managers, painters, electricians, cement masons, plumbers, drywall installers, office clerks, operating engineers, roofers, and cost estimators.  Earnings per worker in the construction industry in this County are $39,000.  We also suspect that there are a great many of people involved in the real estate part of construction who are part-time, either retired or doing real estate as a second job.  We would like to see some follow-up in this area, probably with the local realtors’ organization.

     In general, construction in the County has benefited from the residential housing boom in SLO County and the region.  County companies do a high volume of residential construction so the local industry is sensitive to outside factors such as land prices, mortgage rates, and deflation in the housing market.  This means that the industry is cyclical.  The skilled workers in the industry seem to be immune to the downturns which appear to have more of an effect on unskilled workers.  

     During our preliminary research, we had a hard time finding where the pipeline for training these skilled workers begins and ends.  Cuesta College appears to offer a generalist degree in construction that is not an apprenticeship.  We had a hard time finding what organizations run apprentice programs and where they are offered.  More research needs to be done on which organizations perform what role with regard to training.

Manufacturing (Communications, Biotechnology, Metals and Metal Fabricating, and Chemicals)
     This County has a comparatively small number of jobs in traded clusters, especially in manufacturing.  Pure manufacturing jobs (communications, biotechnology, metals and metal fabricating, and chemicals) account for less than 8,000 jobs which is less than 8% of the jobs in the area.  The addition of some jobs in agriculture and food processing that are truly manufacturing and certain jobs in wholesale trade and transportation and logistics that exclusively serve manufacturing businesses add to the total but the overall percentage of jobs related to manufacturing are relatively small. 

     In general, manufacturing jobs in SLO have grown over the last four years – communications, 17%; biotechnology, 25%; metals and metal fabricating, 1%; and chemicals, 0% - while the same jobs in other areas of the country have had major reductions.  The clusters in the region are not concentrated at levels where they have high competitive numbers but they do pay well.   

     Manufacturing sectors have the highest multiplier effect of any industries in most economies.  Manufacturing-related businesses need other inputs to make their business work and, typically, buy those goods and services through a network of local suppliers at a rate that is higher than most other sectors.  Manufacturing entities typically produce two jobs in other businesses for every job that is created in manufacturing.  Manufacturing jobs compensate employees with wages that are often higher than other industries within a local economy.  That is the case in SLO County with communications, chemicals, metals, biotechnology, and logistics and transportation in the top ten with regard to earnings per worker (a range from $42,000-$60,000 on average).

     There seems to be a fairly large group of printers where there are two specialties…forms and screen printing (which is probably packaging for the food industry).  The business forms group includes Advanced Data Forms in Pismo Beach; Byron Business Forms in Atascadero; Ennis Business Forms in Paso Robles; Pro Document Solutions in Paso Robles; and Proforma Printing Innovations in Avila Beach.  Printing and packaging includes Acme Vial and Glass in Paso Robles; Ag-Box Inc in Oceana; Central Coast Printing in Grover Beach; Dolphin Shirt Co. in SLO; Poor Richard’s Press in SLO; San Luis Paper Co. in SLO; Voler in Grover Beach; WS Packaging Group in SLO; and Yesterday’s in Paso Robles.

     We also noticed some medical supplies manufacturing…Pharma Pac in Nipomo; CT International in SLO; Dioptics Medical Products in SLO; and Newport Corp in SLO…in the manufacturing mix.
     Food manufacturers beyond wineries were also of interest.  There is Cattaneo Brothers, a food wholesaler in SLO; Central Coast Bottlers in Templeton; Creston Valley Meats in Creston, a meat packer; Firestone Walker Paso, a brewery in Paso Robles; Hotlix, a candy company in Grover Beach; Lochhead Manufacturing Co., a flavoring manufacturer in Paso Robles; San Luis Tallow Co. in SLO; SLO Roasted Coffee, a coffee wholesaler in SLO; Taco Works Inc., a food manufacturer in SLO; and Willow Creek Olive Ranch in Paso Robles.
     Team assemblers, first-line supervisors of production and operating workers, machinists, packaging and filling machine operators, truck drivers, laborers and material handlers, printing machine operators, sales representatives, electrical and electronic equipment assemblers, cabinetmakers, and general maintenance and repair workers are the leading occupations in this cluster.

     During our marketing research, we talked with a number of manufacturers who suggested that there are three levels of concern with regard to their workforce.  Entry-level employees often come to the employer unprepared to work with deficits around English language, foundational skills, and soft skills.  Increasing sophistication of the automated equipment that is the key to productivity gains has raised the bar with regard to machine operators.  The technology that drives the equipment raises some major issues with regard to skill shortages in the technical workforce…information technology and maintenance technicians, in particular.

     At a more strategic level, employers talked with us about the difference in attitude about manufacturing in the City of San Luis Obispo and its immediate surroundings and in places like Paso Robles.  The perception is that the northern part of the County is much more friendly to manufacturing.  Indeed, most of the manufacturing jobs in the County are concentrated in Paso Robles where most of the larger manufacturers are located.

Government

     Government is a sector in this County which is in many ways a traded cluster.  It is large (21,589), has had rather flat growth in the last several years, and occurs in the economy in concentrations that are slightly above the national average.  It includes large state institutions, County and municipal government, and local school districts.  Persons employed by local and state government made up roughly 21% of County jobs in 2007 (21,589).  

     Large state-financed institutions and services in the area – California Polytechnic College State University, Cuesta College, the California Men’s Colony, the Atascadero State Hospital, and the California Department of Forestry - bring State funding into the area and create quite a few jobs with these institutions being among the largest employers in the County.  The problem with government jobs, however, relates to the political nature of the decision-making that involves the commitment of funding which is often made in Sacramento and not locally.  The advantage of having government in an area is that it is a large business-to-business buyer and that it pays very well (average salary of $55,000).

     In this County, teachers at the elementary, secondary, and post-secondary levels; teacher assistants, office clerks, business operation specialists, firefighters, police and sheriff patrol officers, registered nurses, janitors and cleaners, executive secretaries, protective service workers, office support workers and secretaries, civil engineers, and correctional officers are employed in significant numbers by government.

     Our conversations with the large institutional employers indicate that the way that they hire professional staff differs dramatically from the other employees that they require.  They also hire a wide variety of occupations, many of which appear in other clusters…nurses, carpenters, electricians, secretaries and clerks, security officers, and janitors among others.  Typically, the large institutions are at an advantage in the local labor marketplace because their wage scales are above the area average.

     Many of these employers talked about deficits in the entry-level workforce that are similar to the industries above…English language skills, foundational skills, and soft skills.  However, they also talked about the increasing importance of information technology skills at basic level, particularly the use of the Microsoft Office products.  We find similar needs in a substantial part of the workforce in Business Services which we profile below.

Business Services 

     Business Services is a cluster that includes all manner of services that are sold business to business.  The cluster is a medium-sized (10,811) one that has experienced substantial growth (12%) over the last four years.  Employment is not yet concentrated (.77) at a level where it is near the national average.

     Within this cluster, all other professional and technical services (1,535), accounting and bookkeeping services (1,319), computer systems design and related services (1,251), engineering services (1,205), offices of lawyers (1,006), temporary help services (949), management consulting services (945), employment placement agencies (776), and architectural services (677) are among the largest industries.

     Occupations in the cluster fall into three groups.  One group tends to be professional and technical professions such as accountants, management analysts, lawyers, civil engineers, software engineers, and architects (average wage above $30 per hour).  A second group includes a variety of clerks, customer service specialists, secretaries, interviewers, and information technology workers (average wage between $12 and $18 per hour).  The third group consists of large numbers of landscaping workers, janitors, laborers, and housekeepers (average wage below $12 per hour).

     We are most interested in the second group because of the ability of persons with those skills to make lateral moves to other clusters, in particular health care, government, education, construction, retail, and hospitality.  The core of the skill set revolves around using information technology applications in the industry in which they are employed.  We believe that we saw this group in the data before as we looked at the large number of people in the office and administrative support and sales and related occupations categories as we did our scan of occupations in the economy.

Agriculture and Food Processing

     This cluster has experienced significant decline over the last four years and is driven by several industries that have above average concentrations in SLO County, including wineries (33.84), spice and extract manufacturing (5.25), agriculture and forestry support activities (3.38), and veterinary services (1.79).  Crop and animal production (3,968), support activities for crop production (1,968), and wineries (1,091) are the leading employers in the cluster.

     Top occupations in the cluster include farm workers and laborers, farmers and ranchers, farm and ranch managers, landscaping and grounds keeping workers, hand packers, clerks, fishers, truck drivers, animal caretakers, and laborers and material handlers.  Wages average around $29,000 which is below the family sustaining wage of $35,286 and the average wage in the County which is $32,387.

     As indicated in the “Economic Impact of Wine and Winegrapes in the Paso Robles AVA and the Greater San Luis Obispo County 2007”, the key to growing better jobs in the winery industry depends largely on growing the manufacturing part of the business.  Improving the local supply chain and adding processing capabilities will lead to better paying jobs in the food processing industry.  

     In our marketing research, we did not have enough time to explore the more traditional agricultural industry in the County.  We really wanted to find out the causes of what appears to be the loss of over 2,000 over the last four years.  Until we have more information, we think that this is a cluster that bears watching with little immediate action.

Logistics and Transportation/Wholesale Trade

     Logistics and transportation is a cluster that includes freight hauling, warehousing, and bus, rail, and airline transportation as well as the postal service.  It is a relatively small cluster (1,314) that has experienced considerable growth (20%) over the last four years but which is concentrated well below the national average (.44).  Postal service (402), general freight trucking (242), long-distance general freight trucking (237), and general warehousing (190) are the larger industries within the cluster.

     Wholesale trade contains wholesale industries that are not connected with the distribution chains of other clusters.  It is also a small cluster (3,465) that has grown (19%) over the last four years with a concentration well below the national average (.61).

     Truck drivers, laborers and material movers, driver/sales workers, postal employees, dispatchers, and mechanics make up the bulk of the workforce of these two clusters.  The average wage of logistics and transportation is substantial at $47,000 as is the average wage of wholesale trade which is also $47,000.

     Given the fairly long supply chains used by SLO companies, logistics and transportation and wholesale trade are key parts of the industry mix in the area.  Truck drivers make up the largest occupational segment within these clusters.  They tend to work hard and be paid well.  They also have a career path that allows them to move among clusters that include construction, manufacturing, government, and wholesale trade.  We would like to do some more research on whether there is a shortage of truck drivers in the area.
Hospitality

     Another traded cluster is hospitality.  This is a large (15,373) and rapidly growing (12% since 2002) industry in SLO County.  However, the picture is not as rosy as it seems, particularly with the low earnings per worker ($19,000 which is the lowest among the clusters that we have profiled), the large number of part-time and contingent workers that are used, and with the limited opportunities for advancement.  There are some career ladders, particularly related to customer service, which can lead to better jobs, but mostly in other clusters.

     Full-service restaurants (6,286), limited service eating places (4,998), and hotels and motels (3,734) are not only large employers in this cluster but are in the top ten employers for all industries.

     Waiters and waitresses, combined food preparation and serving workers, cooks, maids and  housekeepers, first-line supervisors of food preparation and serving workers, dishwashers, food service managers, counter attendants, desk clerks, and cashiers are the most prevalent occupations in this cluster.

     There is certainly a case to be made for making hospitality a priority cluster.  However, with the scope of the impending labor shortage and the availability of many other jobs that lead to a family-sustaining wage, we tend to rank this cluster as a lower priority for any kind of workforce intervention.

Retail

     Retail is one of the largest (19,000) clusters in the economy and has experienced considerable growth (12%) in the last four years.  The jobs in the cluster are concentrated at a level (1.15) above the national average.  Average wages are low ($28,000) with many part-time positions which people often use to supplement full-time jobs. 

     Leading employers in this cluster include supermarkets (2,916), department stores (1,825), new car dealers (1,008), sporting goods stores (901), and home centers (718).

     In this cluster, retail salespersons, cashiers, first-line supervisors/managers of retail sales workers, and stock clerks and order fillers are by far and away the leading occupations.  There are a smattering of higher paid occupations in the top 50 occupations, including pharmacist, truck drivers, butchers, and other supervisory positions.  For the most part, however, the jobs in this sector are low-skill, low-wage jobs with not much of a career ladder.

     For many of the same reasons as listed above for hospitality, we feel retail is not a good candidate for workforce investment as well 

Summary

     Our survey of the San Luis Obispo County economy finds a variety of assets and liabilities as we look to the future.  We find a number of real problems related to key SLO industries that concern us…

· A huge shortage of direct care workers and health care technicians is looming in the health care industry as the industry tries to replace its Baby Boom workforce and prepare for increase demand over the next 20 years;

· A significant shortage of skilled tradespersons in the construction industry which is the largest employer in the economy as it too copes with the retirement of its most skilled workers;

· A shortage of skilled workers at every level in a number of manufacturing-oriented industries which is complicated by the lack of an articulated training effort to support the career ladder;

· A complete lack of attention given to the training of the largest concentrations of occupations in the economy…administrative support and sales.

     We also find that area employers are generally concerned about the readiness of entry-level employees to work.  The lack of English language skills, other foundation skills, soft skills around workplace practice, and basic information technology skills seem to be on the agenda of most employers regardless of industry.  

     We also see a rather limited engagement of the employer community with the local workforce investment system around traditional labor exchange issues but little else.  While there has been a real attempt by the system to engage other community partners in the workforce mission, our sense is that there are many other potential players in the workforce system such as literacy, the K-12 system, welfare, and County government that are not engaged.  The community as a whole lacks a common vision of what it needs to do with regard to workforce that can motivate and guide all players.

Recommendations

     Our recommendations for the Workforce Investment Board of San Luis Obispo County fall into four basic categories – specific industry interventions on the part of the workforce and education systems in cooperation with the employers in certain key industries to solve some industry-specific problems, a series of activities to understand important career paths and to improve access of individuals to them, a general refocusing of the workforce investment system from labor exchange to workforce readiness, and some additional research.

Industry-Specific Interventions

     Certain key industries, in particular, health care and manufacturing are threatened with being totally overwhelmed by increased demand and skill shortages over the next ten years.  Shortages in health care ultimately affect quality of care; shortages in manufacturing may mean extinction for those industries as they try to compete in the world marketplace.  Less dire skill shortages also plague the very large local construction industry and the large base of administrative and sales workers that make up large parts of the workforce in health care, government, education, construction, retail, and hospitality.

     Mostly supply side interventions are required.  There are just not enough skilled workers to fill the jobs that exist.  Programs should focus on building and/or enhancing career ladders with formal and informal training and engaging people who are already residents of the County…growing our own.  To be successful, training must be accessible to the working person.  The large pool of people in the County who work in the low-skill, low-wage jobs in hospitality and retail are a logical place to look for people who want to enter career ladders that lead to gold collar (high-skill, high-wage, high-demand) jobs.

     Here are four places to begin… 

· Dramatically and immediately increase the supply of health care workers

· Build an employer consortium of all health care providers to get a better idea of demand side need;

· Inventory existing training providers to assess the capacity for training health care workers;

· Identify the gap that exists between need and capacity;

· Fill the gaps with additional resources…new programs, new specialties, new providers if existing ones do not have the capacity;

· Enlist the support of the industry in moving their incumbent workforce up career ladders;

· Reach out to area schools to increase the connection from school to work.

· Increase the supply of skilled tradespersons in construction occupations

· Build an employer consortium using existing intermediaries such as the Builders Exchange to assess demand side need and the business cycle of the industry;

· Inventory and assess existing training programs including apprenticeship programs and construction programs offered through educational  providers to determine the extent to which they are meeting the needs for skilled labor;

· Identify the gap that exists between need and capacity;

· Fill the gaps with additional resources…new programs, new specialties, new providers if existing ones do not have the capacity;

· Enlist the support of the industry in moving their incumbent workforce up career ladders;

· Explore incumbent worker training possibilities for prospective supervisors and managers;

· Reach out to area schools to increase the connection from school to work.

· Develop and implement an articulated career ladder for production workers in manufacturing industries

· Convene area manufacturers to discuss their employment needs;

· Encourage companies to do a complete assessment of their training needs that  can be collated into a shared training plan for incumbent workers in the region;

· Explore a relationship with the local Manufacturing Extension Partnership program for joint programming;

· With local training providers, explore bringing existing national credentials in manufacturing such as the Manufacturing Skills Standards Credential and certification from the National Center for Integrated Systems Technology into the area;

· Enlist the support of the industry in moving their incumbent workforce up career ladders.

· Develop and implement a basic skills training program for administrative support, sales, and customer service workers

· Work with local literacy, adult education, and community-based organizations to develop a community effort to increase the basic information technology skills of workers in the County;

· Connect this non-credit programming with formal education offerings at local institutions;

· Enlist the support of the industry in moving their incumbent workforce up career ladders.

Career Paths

     With an increased focus on the workforce needs of these industries and general occupational categories, there is a need to start talking with all of the key actors about the occupations and career ladders that now become the focus of workforce and school to work activity.  However, we need to also begin changing our internal processes so that they reflect our new priorities.

     Here are some places to begin…

· Replace the local “demand occupation” list with a “high priority jobs” list in consultation with the State;

· Work with media outlets to communicate the nature of these “gold collar” jobs and the career paths of which they are a part to the general public, parents, teachers, and other people that influence the lives of young people;

· Begin using the “high priority jobs” list to target funding under the control of the Workforce Investment Board (Individual Training Accounts, WIA youth funding, TAA), encourage other funding streams to adopt the same process;

· Reach out to schools to develop career education activities that focus on the “high priority” jobs.

Workforce Readiness

     As the workforce investment system develops a more demand-driven focus, we believe that there needs to be a general refocusing of its primary mandate from labor exchange to workforce readiness while still doing what we need to do to be funded.  The one-stop center needs to move from providing job search and job finding skills to assessment, training around soft skills, and some pre-employment hard skill building.  This will certainly require a broader network of partners than we now have.  We’ll also need to have a regular and robust outreach to our employer partners so that we more totally understand their workforce needs.

     Here are some places to begin…

· Adopt an existing system such as WorkKeys that allows for objective assessment of employer needs and jobseeker foundation skills;

· Increase the amount of individual and group career counseling that is done by the one-stop staff;

· Add the capacity for skill enrichment at the one-stop center;

· Look at the possibility of a Career Readiness Credential that is recognized and accepted by the local employer community as a way to affirm readiness to work;

· Find a way to make the Paso Robles branch center more viable;

· Work with partners to find a way to do business outreach and information sharing.

Research

     There are lots of things that we don’t know at this point about the economy and workforce in SLO County.  We’ve alluded to some of those issues above.  Most of these issues can be researched with local resources that may include economic development and/or education partners.

· What is the nature of the involvement of our older population in the workforce?

· What is the relative mix of full-time and part-time jobs in the workforce?  How many people hold more than one job?

· Why did the agriculture sector lose so many jobs in the last four years?

· Are truck drivers another occupation where there is a skill shortage?

     As we move forward with our processes of planning and community engagement, there will be many other questions that arise.  At some point, we need to figure out a way to collect and analyze this kind of information.

Summary

     Our more general recommendation involves encouraging the Workforce Investment Board of San Luis Obispo County to be come more involved in leading a community conversation with players that are willing to participate about what is the shared vision of the community with regard to workforce and, implicitly, economic development.  Some of our specific recommendations above lean to the operational but many are strategic and need a community conversation about what the County wants to become.

     Does it want to become a bedroom community for the nearby metropolitan regions?  Does it want to become a retirement community for folks from metropolitan areas?  Does it want to abandon its small but economically significant manufacturing community in favor of an economy driven by retail and hospitality?  Does it want to reach out to its neighboring counties to pursue a more regional development strategy?  If we want a mix, what does that mixture look like?

     These are serious questions.  However, as a neutral policy board, the Workforce Investment Board is in a perfect position to advocate for and, perhaps, lead the conversations that need to occur.
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