
The Economic Development Board (EDB), in partnership with the Workforce
Investment Board, is pleased to bring you the Summer 2002 issue of the
Sonoma County Local Economic Report Series.

In this issue, you will find several pieces of good news about current trends in
the local economy:

• Unemployment was down to 4.2% in April
• Signs of recovery for portions of the technology industry are evident
• Construction employment is up 4% since January
• Steady consumer spending is partially offsetting recession trends
• Permits for new buildings are increasing

For multiple perspectives on the status of the local economy, this issue contains
commentary from several people. First, Brian Kelsey, the EDB’s Research
Director, has offered a comprehensive perspective on the local employment
situation, including a brief analysis of recent industry trends. In addition, Dr.
Steven G. Cochrane, Director of Regional Services at Economy.com, has
provided updated analysis on Sonoma County’s strengths and weaknesses,
sector performance, and other key economic indicators. Finally, Dr. Robert
Eyler, a Professor in the Economics Department and Director of the Center of
Regional Economic Analysis at Sonoma State University, has provided a
qualitative forecast for the short-term future of local business conditions.

As always, please feel free to offer feedback on ways to improve the reports
released under this series. You can contact Brian Kelsey at (707) 565-6456 or
bkelsey@sonoma-county.org with any feedback or questions.

Thank you again for your interest in Sonoma County’s economy and the
Economic Development Board’s research efforts.

Yours sincerely,

Ben Stone
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Employment Situation

Unemployment in Sonoma County dropped to 4.2% in April
2002, the lowest level since December 2001. However, despite
recent signs of improvement, the employment sitation in the
region remains historically weak. The February - April period
registered the highest three month unemployment average
(4.4%) in Sonoma County since mid 1996.

Nevertheless, as the adjacent graph illustrates, Sonoma County
is still outperforming both the State of California and the U.S.
during this current downturn. In addition, Sonoma County's
unemployment rate for April was the seventh lowest figure
among all counties in California, a testament to this region's
relative economic stability. Unemployment in Marin and Napa
Counties, by comparison, was 3.5% and 3.8%, respectively.

Copyright 2002 Economic Development Board & Workforce Investment Board  Data Source: Employment Development Department (EDD)
*All data not adjusted for seasonality

This report was authored by Brian J. Kelsey, Research Director at the EDB, and Dr. Steven G.
Cochrane, Director of Regional Services at Economy.com. The data was gathered from widely
accepted sources, however, the EDB does not guarantee its complete accuracy.
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Industry Outlook

With more than 96,000 jobs and almost 38% of Sonoma
County's total employment in April 2002, Retail Trade,
Manufacturing, and Government provide the backbone of
local employment.* This relatively equitable distribution of
employees across many industry segments, compared to less
diversified regions of California and the U.S., has helped
Sonoma County weather the current recession with fairly
minimal negative impact to the overall economy.

The chart found below illustrates growth rates for Sonoma
County's primary industries over the past year. Unfortunately,
manufacturing, the second largest employment base in the
region, has been the most adversely affected sector. Indeed,
local manufacturing operations have eliminated 2,400 jobs
since April 2001, reducing the industry's overall employment
share of the local economy from 12.8% to 11.9%.

Technology companies engaged in manufacturing
activity, totaling 57 firms, 4800 employees, and
generating more than $995 million in sales last
year, provide around 12% of all manufacuring em-
ployment in Sonoma County.  Accordingly, while
not completely technology-driven, the downturn
in local manufacturing during the past year was,
of course, affected by the decline in demand for
telecommunications and related products.

However, several bright spots have recently
emerged in the technology industry. Employment
in the electronic equipment sector, for example,
has increased 7.4% since February, an encourag-
ing sign of sustained recovery for the industry.
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Employment Change in Selected Technology Industries in 

Sonoma County 

April 2001 - April 2002
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Electronic Equipment Instruments & Related Products

However, as noted above, other industries have
recently provided a measure of stability to the
overall employment picture for Sonoma County.
Farm, Retail Trade, and Government have added
900 jobs to the local economy during the past
year, partially offsetting losses in Construction
and Manufacturing.

In addition, increased employment at financial
services firms kept FIRE** from losing ground
since April 2001; Health Services showed simi-
lar resiliency. A more detailed analysis of recent
employment trends is provided on p. 5.

*Services is the largest sector with 55,500 employees
**Finance, Insurance, and Real Estate

Employment Growth Rates by Sector in Sonoma County 

April 2001 - April 2002
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Taxable Sales

According to the latest available data, taxable sales in Sonoma
County totaled $1.73 billion in Second Quarter 2001, a
10.6% increase from the previous quarter.

While down significantly from 2000, consumer spending
levels at local businesses in Spring 2001 displayed the same
resiliency that has largely tempered the current recession
nationwide. In Sonoma County, taxable sales in retail stores
jumped to almost $1.19 billion in Second Quarter 2001, a
10.8% increase from the pervious quarter.

The quarter-to-quarter growth rate of taxable sales was the
highest in Cloverdale during Second Quarter 2001 at
33.5%. Santa Rosa experienced the lowest gain at 8.4%.
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Taxable Sales by City in Sonoma County
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Second Quarter 2001

Retail Stores Total All Outlets

Cloverdale 8,553 11,134

Cotati 17,504 27,971

Healdsburg 46,101 64,352

Petaluma 174,742 235,521

Rohnert Park 112,825 155,968

Santa Rosa 563,795 675,838

Sebastopol 28,190 36,276

Sonoma 44,151 49,452

Windsor 29,022 54,649

Total 1,186,274 1,728,547

Taxable Sales by City in Sonoma County for Second Quarter 2001

(Taxable Transactions in Thousands of Dollars)

Employment in local Goods Producing industries
totaled an estimated 43,400 people in April, down
from 43,700 in March (-0.7%). The local Service
Producing industries employed approximately
145,300 people, up from 145,000 the previously
month (0.2%). In fact, outside of slight declines
in health services, aggregate employment in service
industries has steadily increased since January, with
companies adding 2100 jobs to the local economy.

The average hourly wage paid to manufacturing
employees in Sonoma County decreased for the
fourth consecutive month in April, but it remains
well above the statewide average of $14.93. Of the
four Bay Area MSAs, Sonoma County firms paid
the third highest average hourly wage in April.*

*Metropolitan Statistical Areas (Oakland $17.10, Napa $16.68,
  and San Francisco $15.12)



Copyright 2002 Economic Development Board & Workforce Investment Board Data Sources: EDD & Keegan & Coppin Company, Inc.

Construction & Real Estate

After posting the largest monthly increase in a
year in March, new privately-owned residential
building permits slowed in April, totaling 116
buildings, 128  units, and $20.4 million in con-
struction costs for the month. In March, by con-
trast, permits for 172 buildings, 408 units, and
$33.1 million in construction costs were issued.

Despite the relatively high number of permits
issued for "Five or More Family" buildings in
March (16 buildings, 245 units), total permits
for the year are substantially down from 2001.
Cumulative figures for 2002 are 362 buildings,
665 units, and $71.2 million in costs. Figures
for 2001 at the end of April were 439 build-
ings, 627 units, and $89.9 million in costs.

According to research by Keegan & Coppin
Company, Inc., office vacancy rate estimates in
Sonoma County for First Quarter 2002 ranged
from 12.2% in Rohnert Park to 16.3% in
Petaluma. Vacancy rates in Rohnert Park, Santa
Rosa, and the North Corridor* slightly declined
from Fourth Quarter 2001; Rates in Petaluma
increased 2.4 percentage points.

The total office vacancy rate estimate for
Sonoma County was 13.4%.

Industrial vacancy rates, by contrast, increased
across the board in First Quarter 2002. While
Rohnert Park experienced only a slight increase
from 2.3% to 2.5%, other areas of Sonoma
County displayed significant gains: Petaluma
increased from 14.9% to 19.6%; Santa Rosa
from 6.7% to 10.2%; and the North Corri-
dor from 7.7% to 12.7%.

According to retail vacancy estimates,
Healdsburg has the highest retail vacancy rate
(10.6%) of any city in Sonoma County.
Cloverdale has the lowest rate at 1.2%.
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*North Corridor includes Windsor, Healdsburg, & Airport Blvd.
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Fastest Growing Employment Industries in Sonoma County
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Job Market Trends

Like the rest of the Bay Area, as well as many other
areas around the country, Sonoma County's job
market has been extremely volatile over the past
few years. From venture capital fueled hirings at
technology companies in 1999-2000 to mass lay-
offs and company relocations during the current
recession, Sonoma County workers have been ex-
posed to a roller coaster ride of a business cycle -
in only four years.

However, amid all of this volatility, definitive
trends are beginning to reshape the composition
of Sonoma County's employment landscape. The
adjacent charts attempt to illustrate this shift from
a short-term and long-term perspective.

First, the top chart shows employment growth
rates by sector for the past four months. The point
made earlier in this report bears repeating: Sonoma
County's diverse employment base, from an ag-
gregate standpoint, is standing up relatively well
against the current recession. Indeed, growth in
overall employment, including self-employment,
has grown 1.5% since January. Not remarkable,
especially compared to the 2.2% growth during
this time two years ago, but still positive.

Second, the short-term losses during the past year
should not overshadow the remarkable long-term
peformance of several emerging job growth in-
dustries in Sonoma County. In the manufactur-
ing sector, for example, Electronic Equipment
(SIC 36), Food & Kindred Products (SIC 20),
and Instruments & Related Products (SIC 38),
have all registered job growth rates of more than
20% since 1998. Finance and Business Services
have also posted double-digit gains. The growth
rate for all industries during 1998-2001, by con-
trast, was 3.2%.

Education has also displayed substantial employ-
ment growth during the past few years. Indeed,
State and Local education have added a combined
2,800 jobs since January 1998.

Bottom line: New industry sectors are providing
crucial employment opportunities, and the labor
force must adapt accordingly.

Employment Growth Rates by Sector in Sonoma County 
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1995 1996 1997 1998 1999 2000 2001 Indicators 2002 2003 2004 2005 2006
10.9 11.2 12.1 13.0 14.1 15.4 15.7 Gross Metro Product, C$B 16.2 16.9 17.5 18.1 18.8
4.1 3.3 8.1 7.4 7.9 9.8 1.9 % Change 2.9 4.2 3.7 3.6 3.7

150.2 157.5 165.4 173.1 179.3 186.1 189.8 Total Employment (000) 190.8 194.9 200.0 203.5 206.8
2.2 4.8 5.0 4.7 3.6 3.8 2.0 % Change 0.5 2.1 2.6 1.7 1.6
5.5 4.4 3.8 3.3 2.7 2.6 2.9 Unemployment Rate 4.0 3.8 3.6 3.6 3.4
4.1 6.4 8.4 7.3 7.9 10.5 3.9 Personal Income Growth 3.0 6.0 6.9 6.5 6.2

420.4 426.1 434.5 443.0 450.3 458.6 467.9 Population (000) 476.8 485.4 496.9 506.7 515.8
1,608 1,412 1,785 2,098 2,348 2,013 1,721 Single-Family Permits 2,168 2,679 2,700 2,671 2,647

322 75 176 964 688 492 867 Multifamily Permits 587 594 594 617 620
219.0 216.3 226.4 246.9 276.7 326.3 365.8 Existing Home Price ($Ths) 375.6 387.5 405.2 418.7 436.3
2,013 2,619 2,868 5,157 4,512 3,734 7,984 Mortgage Originations ($Mil) 4,626 3,632 3,751 3,989 4,389

3.6 3.9 6.6 6.9 5.8 6.7 7.7 Net Migration (000) 7.2 6.8 9.7 7.9 7.1
1,571 2,011 2,090 2,173 1,627 1,158 1,183 Personal Bankruptcies 1,416 1,310 1,239 1,271 1,268
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U.S. Sonoma County

April 2002 Employment Growth
% Change Year Ago
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32,149

29,469

SON CA US
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1995 1996 1997 1998 1999

Domestic Foreign Total
1995 1,474 1,135 2,609
1996 1,458 1,550 3,008
1997 3,376 2,100 5,476
1998 3,663 2,092 5,755
1999 2,671 2,068 4,739

Net Migration, SON

��������'�	��
�
���� ���������������������������������� /,000
�
��
�*
�
�1���
��#
����� ������������������������� 2,303
&����
��	���� �������������������������������������������� 4,4/5
����1
�������
���������� �������������������������� 6,700
�
�
�
���
���)��������� ���������������������������� 6,8/9
$#�-,�1:��)����
��������� ��������������������� 6,2/0
��
���+
���-����
�	��#
��
�� ���������������� 6,400
���
�	���+�����#
�����	
��
�� ����������������� 700
;
	���	� ��� ����������������������������������������������������� 552
%
���������	
��&
���
���#
��
�� ������������ 547
;
	���	�.
��<����	���	�#
��
�� ������������������� 54/
=���
��>1
	��
��"�������
��� ��������������������� 34/
�������&���	
��#����� ������������������������������������ 346
=
�����;���
����� ���������������������������������������� 300
�
�����:�
����.�
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��������.�
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��	
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#��	
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Most Diverse (U.S.)
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Into Sonoma County Number Median
of Migrants Income

San Francisco 4,612 40,949
Oakland 1,508 37,078
San Jose 990 59,538
Vallejo 861 29,083
Los Angeles 793 26,874
Sacramento 632 28,243
San Diego 450 25,262
Orange County 292 29,666
Riverside 284 29,756
Seattle 261 38,296
Total Inmigration 19,736 30,660

From Sonoma County
San Francisco 1,992 31,178
Sacramento 1,835 34,138
Vallejo 1,355 38,113
Oakland 1,002 29,418
Los Angeles 510 22,972
San Diego 500 18,635
San Jose 434 32,124
Riverside 390 24,920
Redding 321 26,943
Phoenix 308 28,928
Total Outmigration 20,354 28,159

Net Migration -618 2,501

��� �� �� ��� �� ��

0.2% 0.2% 0.4% $142,762 $73,443 $64,864
7.1% 5.2% 5.2% $53,833 $45,172 $37,841

17.0% 13.0% 13.4% $57,835 $62,758 $50,184
67.0% 63.0% 60.1% nd $73,697 $52,480
33.0% 37.0% 39.9% nd $44,433 $46,694

3.4% 5.1% 5.3% $47,126 $56,689 $50,180
3.6% 5.5% 5.3% $42,582 $51,661 $49,710

19.4% 17.2% 17.8% $22,820 $23,801 $19,357
5.7% 5.7% 5.8% $30,206 $42,367 $42,487

29.1% 31.9% 31.0% $30,873 $40,112 $33,317
7.7% 6.5% 7.8% nd $45,358 $40,053

14.7% 16.2% 15.8% $41,550 $47,006 $41,559

208 Beverages 5.8
385 Opthalmic goods 5.3
382 Measuring & controlling devices 5.0
FR Farms 4.1
PH Private household workers 3.8
150 Res & nonres building construction 3.4
801 Offices & clinics of medical doctors 3.3
799 Misc amusement & recreational servic 3.2
174 Masonry, stonework, & plastering 3.2
829 Schools & educational services, nec 3.1
832 Individual & family services 2.6
551 New & used car dealers 2.3
323 Products of purchased glass 2.0
616 Mortgage bankers & brokers 2.0
594 Miscellaneous shopping goods stores 2.0

High-tech employment 16.7
As % of total employment 8.4
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Housing Supply Growth Set for Another Push

Household formations, 3-yr change

Residential permits, ths
3-yr moving sum

Sonoma County housing market
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Credit Quality Is Deteriorating but Conditions Are Worse Elsewhere

Personal bankruptcy filings, % change year ago
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Non-residential Permitting Is Bouncing Back

Non-residential construction permits, $ mil
Source: Construction Industry Research Board
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Tech Boom Pushed SON Innovative Capacity Above Average

Patents granted per 1 million residents
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Qualitative Forecast For Sonoma County 
 
 After reviewing the latest data that arrives from governmental and private 
sources concerning Sonoma County, one feels as if caught in a paradox.  Some of the 
data: productivity, cost of living, employment growth, point to stability in the least and 
good potential at best.  However, with the stock market floundering and housing prices 
locally beginning to move up again, there seems little hope of vacating the economic 
quagmire in which Sonoma County residents presently find themselves.   
 Much has been made, by me also, about the diversity in the local economy.  
There is a lot of diversity in each industry, but we are a service-oriented economy.  
Sonoma County does not have large manufacturing firms employing tens of thousands of 
people each.  But that is a good thing!!  Workers in service industries (accounting, 
finance, real estate, insurance, etc.) can find work easily if laid off, and their skills are in 
demand.  The largest problem this county faces, which is not going away soon, is the cost 
of living problem.  The cost of doing business should be close to the cost of living if 
workers are to afford their homes and lifestyles.  Many say that the local lifestyle is a plus 
to living in this county, but who can afford it? 
 Of course, that is not the business owner's problem as much as finding demand 
for goods, which is the real reason why the current slowdown is upon us.  The uncertainty 
in the stock markets, which is more from a hangover of 25% growth rates per year than 
true economics, is driving consumer and manufacturer confidence.  Our local, high-tech 
industries are naturally enslaved by both forces, and we are at another stop in economic 
history where both types of confidence are waning.  What are businesses to do in this 
environment, and what is the forecast for this regional economy? 
 
The following points summarize my qualitative forecast. 
 
1.  Unemployment seems to be stabilizing countywide, although certain industries 
(specifically high-tech industries) have not exited their downturn yet. 
2.  Services are tied to other industries, and lag behind in their unemployment and 
reactions to economic news.  Once employment contractions in services end, it is a good 
sign that the business cycle has troughed. 
3.  The expected second dip in housing prices looks unlikely.  Most realtors believe that 
once housing prices go down there is a second movement down after the initial shock.  
Much like the stock market, overinflation of housing prices are controlled by buyers, not 
sellers.  People are still buying here and supporting high housing prices. 
4.  The lack of affordable housing is going to be an issue unless governments and 
businesses work together when the business cycle is moving upward again. 
5.  It is a good time to refinance loans, because interest rates are not going to be lower 
and will probably rise soon. 
6.  Watch the stock market as a business owner with both eyes: one on the movements 
and one on how you see consumers reacting.  You may get a jump over your competitors 
if you read the signals right. 
 
Thanks. 
Robert Eyler. 
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Indicator Units Source Note

Gross Metro Product Chain-weighted dollars Economy.com GMP is the sum of all income produced in a
MSA, including corporate profits. Thus, it does
not necessarily track employment growth.

Total Employment Thousands BLS 790 employment
series; for NECMAs series
estimated by
Economy.com

Defined as sum of mining, construction,
manufacturing, transportation/public utilities,
wholesale/retail trade, finance/real estate,
services, and government.

Unemployment Rate Percent Household employment
series

Personal Income Growth % change previous year Bureau of Economic
Analysis

Measures income received by households
from employment (including self),
investments, and transfer payments.

Population Thousands Bureau of Census
Single-Family Permits Number of units Bureau of Census

Multifamily Permits Number of units Bureau of Census
Existing Home Price Thousands dollars Nat’l Assoc Realtors Index is affected by mix of homes sold.

Mortgage Originations Millions dollars Federal Financial
Institutions Council

Net Migration Thousands Bureau of Census Calculated as number of domestic and
international people moving into a state minus
those leaving.

Personal Bankruptcies Number of household filings Admin. Office U.S. Courts
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