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Good afternoon and welcome!


Beating the Competition in a
Flattening World


Presenter
Presentation Notes
For the next 25 minutes my goal is to again answer key questions necessary to understand the workforce demands of Orange County’s economy going forward. Of course, in our report, we address in depth the fundamental challenges that all of us face with respect to education, training, job creation, competitiveness, and housing. 



But I am more excited this year than ever because in addition to the challenges previously laid out in year’s past, we have real successes – concrete improvements that we can report out.
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Presentation Notes
Given the critical nature of these trends to Orange County’s future, we are delighted to see so many top elected officials, business leaders, and workforce decision-makers gathered here today. 



We would also like to pay tribute to our sponsors for making the report and this event possible:

First and foremost, the Orange County Workforce Investment Board, without whose longstanding partnership this annual report would not be possible Wells Fargo, for their generous sponsorship of this event

and Toshiba, The Irvine Company, and the Anaheim and Santa Ana WIBs for their partnership on the report.


Introduction
«_ _ ]

The 2007 Workforce Indicators show that Orange
County continues to be in an enviable position to
address the challenges of the future.

Remember, my call last year was whether we can
cultivate a “fit” Orange County workforce for the
demands of a “flat” global economy of the future?

Challenges remain, but we are definitely starting to see
progress on a number of key metrics. Our efforts are
paying off!
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Presentation Notes
Our guiding question for the last several years has been: Are we on track to cultivate a “fit” Orange County workforce for the demands of a “flat” global economy of the future?



Our main finding is that yes, the county is in a comparatively enviable position to cultivate that “fit” workforce.  Last year you may remember we said that there was much work to be done and action that must be taken to make this possibility a reality.  But as you will soon see, our research shows that we seem to have reached an inflection point and turned the corner on several workforce issues – the future definitely looks brighter this year. 




Targets for Tracking Success

Through 2010
-

Create sustainable job growth needed to keep
unemployment 1.5% below state and national
averages.

Create 5,000 new, high-wage jobs in Biomedical and
Computer Software clusters and 25,000 jobs in
Business and Professional Services by 2010.

Increase enrollment of students in Intermediate Algebra,
Advanced Math, and First-Year Chemistry by 10% by
2010.


Presenter
Presentation Notes
For the third consecutive year, the indicators report includes performance targets through the year 2010, accompanied by a brief account of the year’s progress.  These  were developed in consultation with OCBC and OCWIB staff, Board members, and Committee members.



I’ve included just a few targets here for illustration. These targets can help us evaluate where we are, where we need to be, and how likely we are to get to that destination.  And, in fact, we’re making real progress – of the 19 targets for measurable impacts, we’ve achieved or are on track to achieve 11, but we still have work to do on the other 8 to hit those targets by 2010.



The overarching goal of these targets is to convert our annual benchmark of workforce facts, figures, and trends into action and results.


Part I: Employment Trends
.

Orange County’s Job
Opportunities

Which key industry clusters are thriving?

Which ones are stagnating or declining?


Presenter
Presentation Notes
To kick off the findings, we’re going to look at the key trends and changes we see in terms of Orange County’s key industry clusters
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Orange County’s diverse economy, the most diverse in the nation according to the Milken Institute, is not dependent on any one sector for growth.  The County continues to generate jobs, leading to low unemployment.  Our dominant industry clusters that comprise the majority of all Orange County private industry are for the most part performing very well. They are led by job growth in our “Big Four” service sectors – Business & Professional Services, Health Services, Construction, and Tourism. 

You may ask why clusters are so important to understanding future workforce opportunities in Orange County?



To review, because they possess 4 key characteristics:

1. Critical mass/concentration here in OC compared to the state and nation

2. Growth rates higher than average

3. High Multiplier effects – not all jobs are equal in terms of their effect on the overall economy

4. Finally, and most importantly, some key reason, or some competitive advantage for the cluster to be here today and in the future.


Are We on Target?

Create sustainable job growth needed
to keep unemployment 1.5% below
state and national averages.



Presenter
Presentation Notes
As you may recall, one of our adopted targets is to create sustainable job growth needed to keep unemployment 1.5% below state and national averages. Orange County created about 5,400 new jobs in the last year and is 1.3% under the state average, but less than 1.0% below national unemployment figures.  

Despite a blip up in unemployment caused by widespread layoffs in the mortgage industry, the trends presented in the report show that we believe we are on track for our 2010 target  
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Orange County Cluster Trends
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This chart again shows that over time, as indicated by the red trend lines, our service clusters are providing most of Orange County’s stable job growth. 


Employment

Orange County Cluster

2005 2006 Percent

Workforce |Workforce |Change
Biomedical 28,745 30,521 6.18%
Business Senices 162,116 166,719 2.84%
Communications 19,463 16,592 -14.75%
Computer Hardware 23,659 24,349 2.92%
Computer Software 20,554 22,027 7.17%
Construction 105,209 111,693 6.16%
Defense & Aerospace 19,290 18,883 -2.11%
Energy & Envronment 14,481 14,713 1.60%
Health Senices 101,330 104,453 3.08%
Tourism 149,259 152,893 2.43%
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We’re now going to concentrate on how our individual clusters are performing.  Three highlights were Biomedical, which added almost 2,000 jobs; Computer Software, which had the highest percentage growth, and Construction, which added over 6,000 jobs.

Even Computer Hardware turned around and was net positive in terms of job growth.

There are still areas of concern in two clusters – Defense & Aerospace continued it’s downward trend, and the important Communications cluster had the highest percentage drop.
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Part Il: Key Employment
Questions
S

Which clusters have created
high wage growth?

Which have stagnated?


Presenter
Presentation Notes
We are now going to drill down from overall industry employment growth to wage and salary growth.


Occupation Trends:

By 2010, increase wages for Orange County’s
top ten industry clusters by 20%.
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Presentation Notes
As you can see, one of our targets is concerned with wages, a key component of long-term economic success.  OC is never likely to be a low cost, low-wage place – so we have to think value add, high wage growth.




Orange County Cluster Wages
G,

Orange
County Orange
2005 |County 2006| California 2006
Biomedical $61,300 $82,739 $82,085
Business and Professional Senices $44,533 $48,801 $50,487
Communications $61,800 $62,320 $77,812
Computer Hardware $63,873 $69,277 $98,094
Computer Software $78,887 $83,526 $100,978
Construction $47,425 $49,927 $46,997
Defense & Aerospace $81,781 $89,244 $88,272
Energy & Environment $50,742 $54,475 $69,121
Health Senices $43,740 $45,736 $47,740
Tourism $18,377 $19,095 $19,115
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Presentation Notes
On this front, we’ve made definite progress: In the last year wages increased in all ten clusters, some significantly.  One thing to note – the large increases in our high tech clusters – especially Biomedical



And in terms of competitiveness, Orange County’s wages in these clusters are still below California state averages in seven of the clusters and above the state in only three.




Part |ll: Essential Education, Skills and
ADbilities for the Future Workforce

What Knowledge, Skills and
Abilities will be the most
deficient in our future
workforce?


Presenter
Presentation Notes
As we highlight in the report where gaps and mismatches exist between employer’s needs and current labor market skills available, a growing concern for us was the extent to which educational demographics were quickly shaping the kind of workforce that Orange County businesses can expect to find in the future. 
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To grow our own work force, we know that education is an essential ingredient. If a knowledge-based, high technology company were considering relocating to Orange County what kind of report card would they like to see?

First, we have good news to report. In terms of college eligibility, the county exceeds the state and nation for performance on the SAT and we compare well to the other regions we typically measure ourselves against.  However, the difference between Orange County's overall SAT scores and the STATE average fell to 5.7% last year from 6.4% the year before.  And the difference between Orange County's overall SAT scores and the NATIONAL AVERAGE was down to 4.9% last year from 5.5% the year before.

Of the counties used for comparison with Orange County, only Santa Clara County has average scores that were above Orange County.  However, we trail Silicon Valley on the critical math component, and they are widening their margin on us.
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One thing you’ll notice is that recently the SAT has added a Writing Component to the test in addition to the traditional Critical Reading and Math components. When we drill down and compare scores within the County, however, wide disparities still exist among school districts. In some school districts our students are among the best prepared in the state, while others lag. 

Remember that our tracking of this measure over time HAD shown a steadily growing divide up until two years ago, when we reported the trend of significant increases in SAT performance from our previously lowest performing districts.  For example, Santa Ana, which HAD been stuck in a range of 885-895 under the old SAT system for the previous 5 years, had improved 17 points each year for the last two years, up to 924.  However, under the new system with a writing component added, the gap is once again growing.  The difference between Santa Ana and Irvine’s test scores increased from 29% to 34% in just one year.
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When we talk about education in the county, we must of course discuss the role of English learners.  

�The last slide just showed the county’s performance in SATs by school district. If you look at this slide, you can see that those districts that are furthest behind in SATs also have the highest percentage of English Learners.



However, it is no longer a straightline correlation – some systems with high levels of English learners excel.  4 school districts had over 10% English learners and still managed to achieve average SAT scores above the county level – Fullerton, Placentia/Yorba Linda, Irvine, and Capistrano Unified.
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Educational Outcomes: Are We on
Target?

By 2010, double the rate of “converted”
Fluent English Proficient students from
10% to 20%.

By 2010, 50% of Hispanic/Latino and
Pacific Islander students meet UC/CSU
eligibility.



Presenter
Presentation Notes
For the first target on English fluency acquisition, we are on track. The English language acquisition trends we outline in the report are positive and on pace to meet the 2010 target. Nevertheless, the County still has significant pockets to work on such as Santa Ana and Garden Grove.



For the second target, we know that approximately 90% of future jobs will need some kind of advanced educational degree (AA thru PhDs).  While we still have our work cut out for us in getting both to 50% by 2010. The best news you can carry away today…the progress being made by our Latino students.  It is simply stunning.  




Q orange county

Orange County’s

College Preparation Trends
-

% ENROLLMENT K-12 % UC/CSU ELIGIBLE
2005

LATINO 44.3% (18.2%%
WHITE 35.7% 45.5% 42.6%
ASIAN 13.0% 63.0% 63.6%
FILIPINO 1.6% 53.1% 46.9%
AF. AMERICAN 1.9% 24.6% 28.3%
PAC. ISLANDER 0.7% 27.8% 26.5%
AMER INDIAN 0.5% 35.5% 38.8%
oC 38.7% 43.4%

CALIFORNIA 35.2% 35.9%
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Presentation Notes
Only 18.2% of Orange County Latino students qualified to attend a Cal State or UC School last year. And if you remember last year we were in danger of falling behind the state averages for college prep.  Although increased college readiness is still needed for all Orange County students, we have some significant positive news to report.  

Latino college eligibility nearly doubled to 35.1% in the last 12 months, driving overall OC college readiness from 38.7% to 43.4%, After having been stuck below 20% for the last 6 years, college eligibility for Latinos increased dramatically by almost 17%, more than 10 TIMES the state’s increase of 1.5% in the last year and is now almost 10% above the state average of 25.5%.  Other than Pacific Islanders, all of Orange County’s ethnic groups are now well above state averages.  

Another significant achievement is that the state reports that our 4-Year Dropout rate for Latino’s is less than half the state average, and our overall dropout rate is significantly less than half the state average.

As I mentioned, Latino youth now make up a growing component of the county’s student body.  They are no longer least likely to qualify to attend a state college.










Essential Education, Skilland
Abilities: Are We on Target?

Increase enrollment of students In
Intermediate Algebra, Advanced Math, and
First-Year Chemistry by 10% by 2010.
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Presentation Notes
Because at least 1/3 of future jobs will demand skills in the STEM disciplines (Science, Technology, Engineering, and Mathematics), these are the skills we’re tracking that will be required for the highest growth jobs we forecast.  Currently, only about 20% of undergraduate and graduate degrees given by Orange County colleges and universities are in these disciplines

While enrollment in our K-12 system has increased and is on pace to meet the 2010 target, we will fall behind the race to 2025 without greater improvement.
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Academic Achievement in
Math and Sciences
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Orange County students taking upper level math and science courses are a low proportion of the student population, but exceed state averages and increased compared to last year.  Approximately 17% take courses in Intermediate Algebra, 18% take courses in Advanced Math, 14% take First Year Chemistry and 6.5% take First Year Physics. 



As you can see, however, we have a wide disparity in the enrollment of upper level science and math courses when we look through the lens of race/ethnicity. 
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The highest percentages of upper level math and science courses in Orange County were taken by our Asian, Filipino, and White students.  The lowest percentages were in our Latino, American Indian and African American youth. 

While Latino trends especially are trending in the right direction, they are not increasing fast enough yet.

If these trends continue in the future, we’re going to see OC’s overall enrollment in upper level math and science drop considerably.
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A New addition this year is to look at the STEM disciplines from a gender perspective. We need achievement in upper level science and math courses for both our male and female students. Encouragingly, more women are taking upper level math and science classes in our high schools. Interestingly enough, we found no gender gap at all, in fact female students were more likely to take these courses. Only in Physics do males outnumber females slightly.  Nevertheless, less than one in five of either gender are taking these classes.  While this is anywhere from 0.6% to 4.7% above state averages, we need many more students interested in STEM in order to meet the projected demands of OC businesses


Part V. Are Demographics Destiny

N Oranﬂe Countx?

Orange County Continues to Become More Diverse

Orange County’s Population Growing Older Rapidly
*Older OC Workers Will Be In Demand
*Growth in Jobs Shifts to South County

Housing and Rental Affordability Remain Challenges
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Finally, we spend some time each year looking at how the role of demographic trends can provide us with important clues about our future.  Orange County does Continue to Become More Diverse – Orange County’s Latino Population is on its way to becoming the majority in the OC

Orange County’s Population is Rapidly Growing Older --Older OC Workers Will Be In Demand -- more older workers will delay retirement to fill jobs that a forecasted under-sized and under-skilled workforce is unable to do

Growth in Jobs Shifts to South County

Housing and Rental Affordability Remain Challenges – affordability gap to become worse, not better, over the long-term without significant action – meaning production of new units.   Yes, temporarily the real estate market has declined, but the silver lining in the subprime meltdown is more overall affordability for workforce housing


Our Age Today

7.9%

12.8%

16.8%

9.9%

16.3%

22.9%

6.8%
6.6%

00-14 )
W 15-19
[120-24
H 25-34)
W 35-44)
—
[0 45-54
l 55-64

065+



Presenter
Presentation Notes
We’ve been a pretty young County, but major changes are already taking place.  The median age in the county, which was under 30 in 1990, is now 35.2, and will be over 40 by 2025. 

�Our top 3 age categories now are 0-14, 25-34, and 35-44. These three groups account for over 56% of our population. People over the age of 45 now account for only 30% of the population


Projected Components of Populatlon
by Age in Orange County 2000-2025
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By 2025 we’ve rapidly aged as a COUNTY, and the top 2 age categories in 2025 will be 0-14 and 65+. 

The chief culprit -- our housing situation. And this slide should help shed some light on why we will see such an increase in our Healthcare cluster in the future

Along with these changes come consequences:

There is some Good news about the Substantial Increase in OC 55+ Population -- The Older working population of Baby Boomers will likely remain at the peak of their earning potential with Delayed Retirement in many cases

Their technical, experience, and employability skills will be in great demand

But while we’re getting older, our biggest problem is that we’re also rapidly losing our middle…the biggest reason – lack of affordable housing opportunities for young families and first time homebuyers --. 




Orange County and California
Population Loss by Age
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In fact, its already come to pass. Census figures recently released confirm that our projections are already starting to come true -- Housing affordability in OC is driving young families OUT, not only to the Inland Empire, but to Austin, Phoenix, and Atlanta.  We’ve lost between 11-13% of our 25-34 year olds in the last 5 years.  And this loss is a unique and disproportionate loss of Orange County’s young, working-age population. The loss of residents between the ages of 25 and 34 was nearly four times the state average. 



Along with these changes come consequences…

As expected, the number of children ages five to nine (those associated with younger families) also decreased, with corresponding decreases in elementary school enrollment. In fact, as a result of this phenomenon, 23 of 27 Orange County school districts are experiencing declining enrollment.




Part V: Housing Affordability
.

Wil our workers be able
to afford living In the
Orange County?


Presenter
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Which again brings up the question…READ 




Household Income and
Housing Affordability Today
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As you can see, our current median single family home was 9.3 times the median family income LAST YEAR, leading to our historic low 11% affordability level.  A combination of the silver lining of moderating prices and increased household incomes has led to a multiplier of 8.1 this year. Yet, while housing prices may continue to lag, we do not expect them to collapse.  Orange County is and will remain one of the most expensive markets in the country.

To give some perspective, when you account for the current price of a mortgage, this means that the purchasing power of this income is limited to a $293,000 home, which while greater than last year’s $244,000 purchasing POWER, is still $340,000 less than the county’s median home price; and $116,000 less than the current median home price in the most affordable market in the county (Stanton). 

When compared to our peer regions, only the San Francisco Bay Area is higher than Orange County. On the other side of the spectrum, the median single family home price in Austin, Texas is still about $450,000 less than in Orange County. This suggests that our employers will have an increasingly difficult time retaining or attracting high quality workers. 




Orange County has sufficient affordable housing for
all iIncome levels and maintains a competitive home
purchasing power of wages compared to other
Innovation-driven economies.
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As you can see, this is an important target -- One that has moved positively since last year.  But we still need significant action in terms of more workforce housing units over the longterm. 


Part VI. Summary & Conclusions
o]

Clear Progress Made in the
Last 12 Months
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I end again with our Lessons Learned and a Proposed Agenda for Workforce Planning by comparing last year’s long-term projections with this year’s trends to report on how we’re progressing.


How Will Orange County’s Economy

Change in the Next 20 Years?
-

The county’s economy and job creation will
continue to expand. Biggest numerical growth
projected to occur iIn:
Business Professional Services (doubling)
*Health Services

Key Growth Clusters
Computer Software
sCommunications
Energy & Environmental
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Presentation Notes
For the most part, we are continuing to move to a service-dominated economy, with Business and Professional Services and Health Services emerging as our largest clusters.

Some good news is that the growth we projected in Computer Software and Energy/Environmental clusters has come to pass.  However, the important Communications cluster suffered a setback.


Orange County’s “Clusters atRisk

Clusters at risk of significant downsizing
without proactive economic development,
education, and workforce training action:

Defense/Aerospace
«Computer Hardware & Electronics

Biomedical in danger of stagnation without
similar action
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The bad news is that we have still Key Clusters at Risk Without Proactive Cluster Support

We projected a significant reduction in Defense and Aerospace Clusters employment without action, and that has come to pass.  This once dominant cluster for Orange County has continued its decline

Fortunately, we have seen an uptick in Computer Hardware and Electronics.

And we definitely have some success and highlights to report on here.  Remember last year? – Biomedical was at risk of stagnation without proactive Economic Development catalysts – but again we saw real progress in the last year likely due to innovation in companies and community stakeholders efforts like those initiated by the OCWIB

We need similar action this year in the important Communications cluster, as employment fell sharply in the last 12 months.






Workforce OC 2025 Agenda: What

are the Key Takeaways?
-

*The Rise of Business & Professional Services and
Health Services Employment Will Not Be
Accompanied by Strong Wage Growth

*Trends Toward More Science, Math, Engineering, and
Technology Education & Training Are Needed to
Remain Competitive, but not Growing Fast Enough to
Meet Future Demand

*Gaps and Mismatches in K-12 College Preparation —
Trends Toward College Prep Not Growing Fast
Enough
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On the first point, we saw stronger than expected wage growth this year in both the Business & Professional Services and Healthcare sectors .

On the second point, we see progress, but not enough.  Trends Toward More Science, Math, Engineering, and Technology Education that we Need to Remain Competitive are still not Growing Fast Enough to Meet Future Demand.  

On the final point, last year we saw that Trends Toward College Prep were Not Growing Fast Enough and Latino underachievement was the primary driver.  We called for bridging that gap by improving educational attainment among our most underachieving student populations.  Because of the many stakeholders who have taken on this challenge, many of whom are in this room today, we have made significant, impressive progress year over year, but we know there is still work to do in this area to make sure we meet our targets 


Workforce Agenda

for Orange County
c- |

Challenge: To constructively address the critical issues
that could detrimentally affect our ability to develop,
cultivate, attract and retain such a workforce, we need.:

*Training & Skills Development to Meet Cluster Demands
Educational Attainment to Maintain Competitiveness
*English Fluency to Bring Along Underachievers

Housing Affordability at All Wage-Earning Levels
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Our research, data, and analysis shows us a clear path to success and what everyone in attendance today needs to focus on... We need:

Training and Skills Development to Meet Cluster Demands – the positive response in areas such as Healthcare and Biomedical has been rapid, clear. Focused education and training emphasis upon these clusters will yield measurable “return on investment” results

Without becoming complacent, we seem to have turned the corner on the middle 2 bullets.

In terms of Educational Attainment -- Current efforts are beginning to make a significant dent in Orange County dropout and college prep rates, but we still have work to do to sustain this progress.  Young adults who enter the workforce without graduating from high school will not be able to qualify for good paying jobs and will face a lifetime of underachievement

Finally, in terms of Housing – We continue to see Young working families being priced out of the OC market and are leaving – we’re still in danger of losing our “best and brightest” workforce of the future




Our Opportunity:
c- |

If we effectively address the
challenges outlined in this report
and build a strong, skilled
workforce in our growth clusters...

Orange County will be the
destination for innovative
Industries in the 21st Century
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Presentation Notes
Different than my message last year that there were “clouds on the horizon” and we collectively needed a “wake up call”, this year in summary we find that our partnerships and collaborations have started to pay significant, quantifiable dividends.  The progress in just one year is clear, in fact striking, and we are making a difference.  Orange County is a model for how business and the workforce and education community can work together constructively to address common goals and agendas.  In fact, after this meeting, we have a forum with the CALWIB – who has acknowledged that OC is a model for the state…WE are on the right track and truly making a difference.  


Thank You!

'O ORGEOUT
/oo Y

WORKFORCE INVESTMENT BOARD

ﬁ»ﬁ
THE IRVINE COMPANY

TOSHIBA A

ANAHEIM GRKF"“ ;Li?’fus



Presenter
Presentation Notes
Finally, I think it is important to understand that this work would not be possible without the ongoing support, guidance, and input of some key partners:

The Orange County Workforce Investment Board, especially Andrew Munoz, Connie Scholl, Ruby Yap, Don McCrea, Lauray Holland Leis of The Irvine Company, and Jack Mixner;

Wells Fargo, especially Robbin Preciado and Julie Green Rommell

And Last, but not least, Lucy Dunn and the OCBC Workforce Task Force, led by Alicia Berhow, chaired by Chris Harrington of Toshiba, and my research partners Roger Morton, Adam Meyers, Mike Lee, and Robb Korinke.

Each has contributed to the successful completion of this project. That concludes our slides, there’s a lot more in the printed report. Thank you!
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