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INVESTMENT BOARD

MERCED COUNTY

Thursday, May 26, 2005, 3:00—4:30 p.m.

Meeting Agenda www.co.merced.ca.us/wi/wib/wib.html
1. Call to Order and ROIL Call ........cccooiiiiiiiiiiiiieee e
2. APPIOVE AGENAA ..ottt ettt ettt e stee et e e s st e e bt e tbeenbeesabeenbeesnneenraens
3. Approve Minutes (Mar 23, 2005) .....oociieiiieiiieiieeie ettt ettt eaae s
4. Public Opportunity t0 SPEak .......cccuieiiiiiiiiiieie ettt
5. INfOrmation AGENAA ........coeeiiiiiiiiiieiieee ettt ettt et et
a. Strategic Plan — Local Plan Modification 6 ............ccccceevvveevieeeciieeieeenee, Dave Davis
b. Tutorial — Location QUOLIENLS...........cceeuereeiiireeiieeeiie e e Dave Cramer
6. ACHON AENAA oottt ettt ettt ettt e st e et e e abeenbeensaeenraens
a. Selection of INdustry CIUSLET .......ccceeeiiiiiiiiiieiiieeeeecee e Dave Davis
7. Chair COMIMENLS .....eiiiiiiiieiie ettt ettt et e it e e b e sa bt et e e sab e e bt e sabeebeesateenbeenaees
8. Next Meeting Date/Time—June 23, 2005, 3:00-4:30 p.m., Dept of WI, 1880 W. Wardrobe

L

Ave/Large Conf RIM ....cc.ooiiiiiiiiece ettt ettt e eseae e s

“Merced County’s Workforce Investment System will keep pace with new growth, the emerging economy, and the ever-changing needs of the

employers by creating a better educated, highly skilled workforce, that’s capable, prepared, and thoroughly knowledgeable.”
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Program Planning and Development Committee -_‘-".
Merced Chamber of Commerce Conference Room N

690 W. 16th Street, Merced, CA WORKFORCE
March 23, 2005, 3:00 — 4:30 P.M. INVESTMENT BOARD

. . MERCED COUNTY
Meeting Minutes

Members Present: Andrea Baker, Nicholas Benjamin, Don Bergman, Ernie Flores, Phil Flores, Peter
Fluetsch (Vice Chair), Carol Greenberg, Mike Sullivan (Chair), Thomas Tsubota

Members Absent: Sharon Cresswell, John Fowler, Scott Galbraith, Anne Newins, Al Romero

Others Present: Dave Davis, Dee Knight, Joanne Presnell

1. Call to Order and Roll Call: The Chair called the meeting to order at 3:07 p.m. A sign-in sheet
was used in lieu of roll call.

2. Agenda: It was M/S/C Fluetsch/P. Flores to approve the agenda as published.

3. Approve Minutes (February 23, 2005): It was M/S/C Bergman/Baker to approve the February 23,
2005 minutes as written.

4. Public Opportunity to Speak: Ms. Andrea Baker noted congratulations were in order for Central
Valley Opportunity Center, which received a portion of the Governor’s 15% Grant money to operate a
One-Stop Mobile Unit that will travel in three counties—One-Stop partners are welcome to be on the
Mobile Unit. It will be servicing migrant camps and other remote sites.

The Department of WI received $683,616 of the Governor’s 15% Grant money for training, which will
be used over a two-year period.

5. Action Agenda:

a. Committee Meeting Day/Time Change: Staff noted the 4" Wednesday of each month was
inconvenient for the incoming committee Chair. After surveying committee members, it was
determined the 4™ Thursday was the best day for everyone.

It was M/S/C E. Flores/Benjamin to change the meeting day to the 4™ Thursday of each month, and the
time would stay the same—3:00-4:30 p.m.

b. Selection of Industry Cluster: Staff noted the Workforce Investment Board (WIB) Economic
Development Action Team selected the eight identified industry clusters, and they correspond with Goal
1 of the WIB. The following suggestions were made in order to identify and select the right industry
cluster:

1) Give a specific meaning; i.e., type of position(s)/trade needed for each cluster. Look at the
Merced County Economic Development Strategic Plan for definitions.

2) Prioritize the clusters by most needed in the County, and give specific technologies needed
for each.

3) Concentrate on the higher-up positions of the clusters.

4) Look at other successful WIB’s projects, and how they were accomplished.

“Merced County’s Workforce Investment System will keep pace with new growth, the emerging economy, and the ever-changing needs of the employers
by creating a better educated, highly skilled workforce, that’s capable, prepared, and thoroughly knowledgeable.”
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Staff will gather the above information and present it at the April 28, 2005 meeting.

6. Chair Comments: None.

7. Next Meeting Date/Time: The next meeting is April 28, 2005, 3:00-4:30 p.m., Dept of Workforce
Investment, 1880 W. Wardrobe Ave, Merced.

8. Adjourn: The meeting adjourned at 3:45 p.m.

Minutes prepared by Devilla D. Knight.



TO: Program Planning & Development DATE: 05/26/05

FROM: WIB Staff [:I For Action
For Information

D For Discussion

SUBJECT: Local Plan Modification 6
PROPOSED MOTION(S): Information Only

DISCUSSION: The current LWIA Five-Year Strategic Plan modification is due to
expire on June 30, 2005. The State has directed that LWIAs develop a one-year
extension to the present plan.

The plan is a projection of participants to be served as Adults, Dislocated Workers,
Youth and the associated costs. The new One-Stop MOUs and the Resource/Cost
Sharing Agreements will also be included.

The plan will be made available for a 30-day public comment period beginning June
22,2005. It will be presented to the Program Planning & Development Committee
on June 23, 2005, and to the Executive Committee July 25, 2005. The approved plan
must arrive in Sacramento before August 1, 2005.

ATTACHMENTS: N/A



TO: Program Planning & Development DATE: 05/26/05

FROM: WIB Staff [:I For Action
For Information

D For Discussion

SUBJECT: Tutorial — Location Quotients
PROPOSED MOTION(S): Information Only

DISCUSSION: During the April 28, 2005 Program Planning & Development
Committee meeting, data was presented to the committee concerning Trends and
Shift-Share Analysis for Manufacturing and Health Care Industries in Merced
County, 2001-2003. “Bubble Charts” were used to depict the Workforce Investment
Board’s targeted industries, and to show the relative strengths and sizes of the
chosen industries. Members requested the same data be presented for a 5-year
period. The attached papers contain definitional information on “Location
Quotients” and 5 years of Bubble Charts for the manufacturing industry cluster
and for the health care industry. Additionally, an alternative way to look at the
same data is offered.

ATTACHMENTS: Tutorial



Location Quotient

What is a Location Quotient (LQ)?

A location quotient is a measure of an industry’s
concentration in an area relative to the rest of the nation.
It compares an industry’s share of local employment with
its share of national employment.

Location quotients can indicate if a community produces
more than is needed for its own use and is selling the
excess to nonlocal markets. It can also tell us which types
of businesses are not accommodating local needs and are
a source of consumption leakage.

The location quotients approach assumes the national
economy is self-sufficient. While that is not completely
true, it is nore appropriate to make that assumption for
the national economy than a state, multistate, or
multicounty economy. The local economy is compared
against that standard of self-sufficiency. If the local
economy has relatively less economic activity in a
particular sector, that suggests the good or service is
being imported from other communities. If the local
economy has relatively more economic activity in a
particular sector, that suggests the good or service is
being exported to other communities.

How to interpret the Location Quotient.

The location quotient provides information for two
important conditions. A location quotient greater than 1
indicates the sector is self-sufficient activity or an export
activity and is an important link to the outside economy.
It is important to recognize that the location quotient
probably needs to exceed 1.25 (some economists use 1.75
for this value) before it represents much export activity.
The second important value is a location quotient less
than 1, particularly .75 or less. It suggests that a particular
sector is not meeting local needs and is importing those
needs. The use of the range .75 to 1.25 is recognition of
data imperfections. The minimum and maximum values
essentially tries to restrict the analysis to hose sectors
that are extremes.

One has to be careful in making hasty conclusions from
location quotients. For example, a location quotient less
than one does not mean the community should strive for
selfsufficiency in that activity. Each community need not

be completely self-sufficient in all sectors (e.g.,
Automobile Manufacturing). However, if the location
quotient is less than one in a trade or service activity, it
suggests there may be a gap in the local economy,
because most trade and service activities are expected to
be present in most communities.

One has to us a sense of judgment when interpreting
location quotient. To a large extent that judgment is based
on the question, “Is it feasible to have this type of trade or
service activity in this particular community?” If the
answer is yes, there are several addition items to consider.

One consideration is to compare the local community’s
location quotient with the location quotient of similar
communities. If those communities are exporting (LQ>1)
or are at least self-sufficient (LQ=1) in this sector, that
reinforces the idea that the community could expand that
sector.

The location quotient is only a first cut at possible
activities. The real answer comes from a feasibility study.
Such studies give information about potential customers,
the anticipated profitably of a particular business, and
offer more conclusive information about the possibility of
expansion in a certain activity. People who understand
marketing can conduct such studies. But it is senseless to
spend a great deal of money and time on a feasibility
study unless one first calculates the location quotients,
comp ares them to similar communities, and calculates the
population-employment ratios to narrow the possibilities.

Location Quotients and Some Cautions to Their Use.

Just like any other tool, location quotients need to be used
with caution because some elemental assumptions can
lead to errors if they are violated. The technique requires
us to assume local and nonlocal demand and productivity
are similar. Remember, we are trying to identify
economic opportunities. If the local economy has a local
demand that varies substantially from the national
conditions, then the level of self-sufficiency may be quite
different from that implied. For example, the local
community is growing and has a relatively large share of
its employment in residential housing construction

because the community is experiencing a housing boom,
not because it is exporting houses to other locales.
Productivity is also important because if the local
workforce is less productive than the national average,
then relatively more people need to be employed to just
meet local needs. In this case, the relatively high share of
local employment in a particular sector reflects poor
management or workers who do not produce at a
comparable rate to national average. Yet, the location
quotient would suggest they are exporting.

Another caution is the aggregation of the data - location
quotients values can vary because of the data used. For
example, North America Industrial Classification System
(NAICS) code 31-33 is Manufacturing while NAICS
code 3366 represents Ship and Boat Building. A
community may have a location quotient of less then one
at the two digit level, which suggests no exports. But if
the data were broken down to the four digit NAICS code
level, the building of ships and boats, the location
quotient might indicate the community is an exporter.

The ideal is to use three or four digit NAICS codes for
calculating location quotients (even to the five digit
code). Most employment data for our community is
available to the six digit level, although most data past the
four digit level are suppressed due to confidentiality. For
example, Hospitals is a three digit NAICS level, but the
data was suppressed due to only one employer in our
community. In our analysis we use the two, three, and
four digit NAICS levels when data are present.

The next six pages show employment growth,
concentration (LQ), and size of firm for the
manufacturing industry and health care/social services
industry in Merced County for the last 5 years.



Growth, Employment Size, and Concentration to U.S. (Location Quotient)
for Manufacturing Sector/Sub-Sector/Industrial Group, Merced County 1999

2000
JU.UU
Fruit &
Vegetables

N

&
D
<o)

Dairy Prod
Food Mfg. Mfg.

\ \

\ l Manufacturing
40~ T protation
Wood Prod. Equipment Mfg.
Mfg.
- Prod:-

/

00% -20.00% /m{% P%__ 10.00% 20.00%
|~aYa = niherMfg

Machinery Mfg. i
achinery 19 Growth Rate, 1998-1999

N
<)
<o)
<)

N
d
D
D

D
D
D

\\L
%

Concentration Relative to US, 1999 (LQ)

o
=)

Growth, Employment Size, and Concentration to U.S. (Location Quotient)
for Manufacturing Sector/Sub-Sector/Industrial Group, Merced County 2000

250
Fruit &
Vegetables
260
Dairy Prod.
Mfg.
Food Mfg. 150 \

Manufacturing X

10N
TOU. U
Transprotation
Wood Prod. Equi P £ M
Mfg. 50 9

Concentration Relative to US, 2000

435 Machinery Mfg. / Fab. Metal Prod. /35
. 258 /

\n —a 0‘

0% -40.0% -30.0% -20.0% -10.0% \ 0.9% 100%
urniture V](g.

~a
=J.U

4]
S

Growth Rate, 1998-2000




Growth, Employment Size, and Concentration to U.S. (Location Quotient)
for Manufacturing Sector/Sub-Sector/Industrial Group, Merced County 2001
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Concentration Relative to US, 2003
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Growth, Employment Size, and Concentration to U.S. (Location Quotient)
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Growth, Employment Size, and Concentration to U.S. (Location Quotient)
for Health Care and Social Services Sector/Industrial Group, Merced County 1999
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Growth, Employment Size, and Concentration to U.S. (Location Quotient)

for Health Care and Social Services Sector/Industrial Group, Merced County 2001
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Growth, Employment Size, and Concentration to U.S. (Location Quotient)

for Health Care and Social Services Sector/Industrial Group, Merced County, 2003

, 2003

Offices of Other
Health Pract.
|

Vocational Rehab.
Services

Nursing & Resid.

(LQ)

Concentration Relative to US

Care Fac. Offices of
Res. Mental Dentists
Health Fac. Outpatient Care \

Centers
. 0 ‘ ®
L . \ Community Care
Individual & Family Fac. - Elderl Child Day
Services _ Offices of Care Services
® / Physicians
| J
DMealth Care’& Ambulatory Health 50.00% 100.00%
Social Asst. Care Services

-
D
D

Growth Rate, 1998-2003




After reviewing the previous graphs, what trends or ob-
servations can you make about employment growth,
concentration relative to U.S. (LQ), or share of employ-
ment for Manufacturing or Health Care/Social Service
industries in Merced County? The growth rate may be
the only trend that stands out, but difficult to see be-
tween graphs. The graph below combines all five years

data for Ambulatory Health Care Services for Merced
County. The growth rate (vertical axis) stand out better
when we combine the five years, but share of employ-
ment and concentration are somewhat hidden. We can
see a drop in concentration (LQ-horizontal axis) in
2003, but for prior years it is still difficult to see any
change. Share of employment (size of bubble) is impos-

sible to compare.

On the next few pages we will present the information
in a different format for better understanding.

for

Growth, Employment Size, and Concentration to U.S. (Location Quotient)
Ambulatory Health Care Services, Merced County 2003
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All we really need is the most current year employment
data and base year employment data for our community
and the nation (it is important to choose a base year that
is at the same point in a business cycle as your current

year).

Using the Location Quotient and Change in
Location Quotient to Determine the importance of
an industry to the Regions Economy.

The location quotient, coupled with the change in
location quotient, provides a wuseful too for
understanding our region’s industries. For example, our
community might pursue one set of strategies for
industries with high, but declining, location quotients,
and another set of strategies for industries with low, but
increasing location quotients.

Growth, Employment Size, and Concentration to U.S. (Location Quotient)
for Manufacturing Sector/Sub-Sector/Industrial Group, Merced County 2003
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The chart below allows us to group our region’s Wood Prod. Fab. Metal
industries into four categories; Mfg. /Pmd' I
l Machinery Mfg. .
e Large LQ that is declining P4 l / i / <« }—— Manufacturing
e Large LQ that is increasing — Oy v — 0.00 v v v
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e Small LQ that is increasing 500
Growth Rate, 1998-2003
Employment Trends in Manufacturing : Merced County - 1998-2003
Employment, Growth, and Location Quotient, 2001 - 2003
Employment
Location Quo- | Change in
1998 2003 Growth 1998-2003 tient Location
Sector Sector
|Industry Title Level Share Share Level Share Share Percent Net 1998 | 2003 | 1998-2003
Total, All Industries 63.672 100.00% 66,359 100.00% 4.22% 2.687 1.33 1.25 -5.9%
A 3 s g 0,50 83% 0.48% 0 0 40 %
NAICS 311 Food manufacturing 6,727 10.57%| 57.34% 6.840 10.31%] 65.13% 1.68% 113  8.43[ 8.70 3.2%
NAICS 3114 Fruit and vegetable preserving and specialty 3,429 5.39%| 29.23% 2,428 3.66%| 23.12% -29.19% -1001] 32.34| 25.46] -21.3%
NAICS 3115 Dairy product manufacturing 669 1.05%, 5.70% 1,026 1.55% 9.77% 53.36% 357  9.97] 14.61 46.6%
NAICS 321 Wood product manufacturing 827 1.30%, 7.05% 262 0.39% 2.49% -68.32%) -569  2.64] 0.94 -64.2%
NAICS 332 Fabricated metal product manufacturing 548 0.86% 4.67% 302 0.46% 2.88% -44.89% -2449 0.61 0.39 -35.2%
NAICS 333 Machinery manufacturing 306 0.48% 2.61% 128 0.19%) 1.22%  -58.17%) -174  0.39]  0.22 -45.5%
NAICS 336 Transportation equipment manufacturing 543 0.85% 4.63% 404 0.61% 3.85%  -25.60% -139 0.51 0.44] -13.5%
NAICS 337 Furniture and related product manufacturing 102 0.16% 0.87% 74 0.11%) 0.70%  -27.45% -28 0.30 0.25| -17.7%




Each category might entail a different economic
development approach. For example, if a region
wanted to promote the expansion of manufacturing, it
might focus its efforts on the industries that have large,
but declining location quotients and on those that have
small, but increasing location quotients. The industries
with large location quotients are obviously quite
important to the current economy, and to lose them
might cause considerable hardship. Since some
industries are experiencing decline, it may be wise to
work with them to understand what is causing their
demise and develop appropriate programs and policies
to stop or slow their decline. Those industries that are
heavily concentrated and growing, may be doing quite
well and all you will want to do is try to understand
why.

On the other extreme are those industries that have
small, declining location quotients. These industries
are not as important to the economy and apparently do
not have much potential in the community. Although
an industry may fit into the small, declining location
quotient category, it may include one or more small,
but dynamic industries. Thus, it is important to look at
the types of industries included in each NAICS Sector.
Those industries with small but growing location
quotients may be a source of considerable future
growth for the economy and should warrant special
attention.

Manufacturing - NAICS 31-33

Large Location Quotient that is declining

e Wood Product Manufacturing

Small Location Quotient that is declining

Fabricated Metal Product Manufacturing
Machinery Manufacturing

Transportation Equipment Manufacturing
Furniture Manufacturing

10

Large Location Quotient that is increasing

e  Manufacturing Sector
e Food Manufacturing
e Dairy Product Manufacturing

Small Location Quotient that is increasing

Fruit and Vegetable Preserving/Specialty



TO: Program Planning & Development DATE: 05/26/05
FROM: WIB Staff For Action

|:I For Information

For Discussion

SUBJECT: Selection of “Industry Cluster”

PROPOSED MOTION(S): Continue the process to select an industry cluster for a pilot
project to begin work on the Workforce Investment Board’s (WIB) Strategic Goal 1.

DISCUSSION: WIB Goal 1: Train and attract adaptable workers to fill industry needs.

e Focus initially on a single industry; do a pilot project which will focus on understanding
and addressing its needs.

e Develop a focus group for that industry to identify needs.

e Formulate a plan to address the needs of that single industry.

e Implement the plan.

ATTACHMENT(S):
1. Partnering on Economic Development
2. Industry Clusters



Attachment 1: Information taken from April 12 teleconference and hosted by Greg Newton
Associates.

Workforce Board Leadership:

Partnering on
Economic
Development:

Creating the
Workforce Advantage



You can target by ...

The supply side...
e Job Seekers

e Employment Goals

The demand side...
e Econ Develop Links
e Industry Clusters
e Common Skills

e HR Capacity

Page 1



High-Growth Job-Training Initiative
National Targeting Criteria:

e Add substantial numbers of new jobs to the
economy; or

e Have a significant impact on the economy overall;
or

Impact the growth of other industries; or

e Are being transformed by technology requiring new
skill sets for workers; or

e Are new and emerging businesses that are
projected to grow.

Page 2



The Twelve National Sectors Targeted ...
e Health Care
e Biotechnology
e Automotive
e Manufacturing
e Transportation
e Financial Services
e Information Tech
e Geospatial Tech
e Retail
e Construction
e Hospitality
e Energy

Page 3



Industry Clusters:

Competing, complementary, or interdependent firms
and industries that do business with each other and or
have common needs for talent, technology, and
infrastructure.

Industries in a cluster share buyers, suppliers, processes,
and technology. Cluster industries utilize the same set of
skills and tap into the same knowledge base and
workforce in an area.

Page 4



Targeted Industry Clusters:
e Greatest potential for wealth creation
e Return exceeds investment
e Not just a laundry list
e Emphasis, not exclusivity
e Cluster assistance aids all components

e Common response for common good

Page S



Attachment 2

Industry Clusters

WIB

1. Healthcare & Education
2. Business Services

3. Agriculture / Food Processing

4. Wood/Metal Fabrication

5.Tourism, Visitor Services,
and Hospitality

6. Warehouse Distribution

7. Construction/Materials,
And Ancillary Services

&. Childcare

Industry Clusters:

Merced County Economic Development
Strategic Plan, March 2003

1

2.

6

Health

Information Technology & Tele-services

. Agriculture & Food Processing

(include Organic)

. Manufacturing (Including Wood

products, Fabricated Metal Products,
Transportation Equip)

. Visitors & Tourism

Warehousing & Distribution

(Not Addressed)

(Not Addressed)

7.

Environmental (including analytical
services, consulting/engineering services,
recycling services, waste management
services, remediation services

Software, E-Commerce, Information
Technology

. Electronics

Competing, complementary, or independent firms and industries that do business with each other
and/or have common needs for talent, technology, and infrastructure.

Industries in a cluster share buyers, suppliers, processes, and technology. Cluster industries utilize
the same set of skills and tap into the same knowledge base and workforce in an area.



