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The Economic Development Board (EDB), in partnership with the Workforce Invest-
ment Board and the North Bay Technology Roundtable, is pleased to bring you the next
report in the Sonoma County Local Economic Report Series.

In this issue, Technology Industry 2002, you will find important information regarding
current trends in the local technology industry, including the following highlights:

•Good potential for increased profitability in electronic and medical equipment
• Local innovation continuing to soften impact of the current recession
•Moderate resurgance of venture capital invesment in local firms
•Telecom industry still struggling with excess long-haul capacity and high debt

This report offers two unique perspectives. First, Dr. Steven G. Cochrane, Director of
Regional Services at Economy.com, has provided comprehensive analysis on the strengths
and weaknesses, recent performance, and upcoming trends for the technology industry in
Sonoma County.

In addition, the report includes results from a recent survey of local technology compa-
nies conducted by the Economic Development Board. This survey, conducted in Spring
2002, offers a brief overview of current industry trends from the perspectives of local
employers, including subjects such as Sonoma County’s economic competitiveness,
workforce availability, and the status of educational programs for technology fields.

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

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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Technology Survey Results
Background

In April 2002, the North Bay Technology Roundtable (NBTR)
and the Economic Development Board (EDB) distributed a
survey to a sample of local technology companies in an attempt
to gather economic and employment data on the industry. A
total of 42 companies, ranging from local service providers to
telecommunications equipment manufacturers, responded to
the survey during April - May 2002. While arguably not a large
enough sample to draw definitive conclusions about the entire
industry, which comprises nearly 400 companies and 7,500 em-
ployees in Sonoma County,* the survey results found in this
report do offer an informative snapshot of many of the impor-
tant trends and issues facing local employers.

Copyright 2002 Economic Development Board & Workforce Investment Board

* Companies are defined by SIC codes and grouped according to the Hecker
Definition of "high-technology" employment (Bureau of Labor Statistics,
Monthly Labor Review, June 1999).
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Survey Respondents

Survey respondents represented a diverse sample of local tech-
nology companies in both size and location. As the graph found
above shows, at least one company responded from almost
every city in Sonoma County, including a few firms located
in unincorporated West County.

The adjacent graph shows the employment distribution of
responding firms. Based on Sonoma County's significant
population of small and home-based businesses, the relatively
strong response rate from firms with five or less employees is
not surprising. However, at least two companies in every size
category from the survey lends a measure of sample diversity.
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Operations

The average number of employees at a local tech-
nology company is 19, as reflected in the distribu-
tion of survey respondents. In addition, according
to survey results, operations at local technology
firms are centered around corporate/head office and
research and development functions. With a sig-
nificant number of research-oriented startups in
Telecom Valley, as well as many small and home-
based businesses, the survey appears to accurately
capture the nature of local business operations.
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Business in Sonoma County

According to survey respondents, Sonoma County remains an
attractive location for technology companies. Indeed, as the
adjacent graph indicates, 88% of survey respondents rated
Sonoma County as "high" or "fair" regarding the region's po-
tential for attracting and retaining technology industries.

Sonoma County's economic competitiveness is based on many
factors, including some of the advantages discussed in the fol-
lowing section. However, for technology companies,  several
other factors also warrant consideration. Access and availability
of venture capital, for example, largely determines the success
of startup firms, and an existing pool of company founders in
the field can provide invaluable leadership. Sonoma County is
fortunate in both respects. Indeed, despite the recent market
deterioration, local telecom startups have raised more than $130
million in venture funds since the beginning of 2002.*

2

Survey respondents cited a number of advantages
to a Sonoma County location, with "quality of life"
and "skilled labor availability" receiving the highest
number of responses.

While quality of life and relatively low facility costs
are often mentioned in discussions of Sonoma
County's favorable business climate, especially in
contrast to Silicon Valley, survey results regarding
skilled labor availability and quality of education
raise interesting points. The wave of layoffs over
the past year has most likely increased the pool of
available skilled labor in Sonoma County, but to
what extent? And, of equal importance, will people
currently experiencing job separations still be in
Sonoma County when significant job creation in
the technology sector returns? In any case, the net
migration of skilled technology workers resulting
from recent layoffs will be an important factor in
the future development of the local industry.

Survey respondents also highlighted a number of
detractors from Sonoma County's business climate,
including, of course, housing costs and traffic. In
addition, survey results found quality of education
and commercial rental rates among the list of both
advantages and disadvantages, yielding conflicting
accounts from an aggregate standpoint. However,
according to survey results, prohibitive rental costs
for small firms might be a contributing factor.
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How would you rate Sonoma County’s potential for 

attracting and retaining technology industries?
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* The Press Democrat
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Workforce

The whirlwind business cycle of the past four years in the local
technology sector has profoundly affected workforce demand
and availability. While not accounting for recent layoffs, local
employment in the technology-related fields of Electronic
Equipment and Instruments & Related Products registered
growth rates of 26.1% and 20.5% during 1998-2001, respec-
tively. As often pointed out, technology companies are indeed
driving employment growth in Sonoma County.

However, the survey results indicate that local employers have
mixed impressions regarding the availability of skilled employ-
ees in Sonoma County. In fact, as illustrated in the adjacent
graph, 69% of survey respondents rated their search for skilled
employees as "somewhat difficult" to "very difficult". Survey
respondents also reported that experienced scientists, engineers,
and research specialists are the most difficult employees to find.

3

How difficult is it for your firm to find skilled employees?

(1=Not a problem > 5=Very difficult)
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40%
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Do you think the North Bay needs a bachelor’s progam in 

engineering to fulfill local employment demands?
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Education

An important step toward remedying the lack of
skilled employees in the above-mentioned tech-
nology fields is improving the availability and qual-
ity of local education programs. Many  programs
are already offered or currently in development,
including the Master's Program in Computer and
Engineering Science at Sonoma State University
and the Telecom Certification program at the
Santa Rosa Junior College Tech Academy.

However, according to survey results, local em-
ployers would support the creation of additional
programs. More specific, 88% of survey respon-
dents indicated a need for a B.S. program in engi-
neering to meet employment demand at local
companies. In addition, survey respondents singled
out Electrical Engineering, Telecommunications,
and Hardware Systems as the most important
fields for the creation of a B.S. program.

From an economic development standpoint, the
availability of local education options in industry
fields characterized by significant job growth rates,
such as engineering for the local technolgy sector,
is extremely valuable. Indeed, as employers have
noted, additional programs at the undergraduate
level might keep talented students in Sonoma
County, as well as provide companies with an
important source for employee-based training.
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Employer Impact

Survey respondents provided additional support
for the creation of an undergraduate program in
engineering by estimating the potential enrollment
from local firms. Indeed, as the adjacent graph
shows, 53% of survey respondents reported that
they would expect at least one employee from their
companies to enroll in a B.S. program focused on
engineering. In fact, based only on information
gathered from the survey, a local B.S. program
could potentially expect an enrollment of almost
70 employees from responding companies.* By
comparison, 47% of survey respondents did not
foresee any enrollment from their companies.

In addition, survey findings also captured a glance
at the potential impact of a local B.S. program on
the employee retention rates at technology firms.
Regarding education options for their employees'
children, 79% of survey respondents reported that
an engineering program would have an "extensive"
or "positive" impact on employee retention rates.
By comparison, 19% of survey respondents sug-
gested that it would have no impact at all.

Reducing Commutes

As traffic continues to present a challenge to this
region's lauded quality of life, programs such as
the ones highlighed in the graph found below--
staggered work schedules, telecommuting, and ride
shares--will be critical to maintaining a healthy
business climate in Sonoma County. More than
80% of survey respondents have established at least
one program to reduce employee commute times,
and several companies have instituted every type
of program listed on the chart.

Finally, survey respondents were also asked about
steps toward reducing impact on the environment.
Only two companies out of the 42 responding
firms reported no substantial efforts. Programs
highlighted in the survey responses ranged from
basic recycling and conservation efforts to com-
prehensive impact reduction programs established
at the corporate level.
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Do you foresee any of your employees enrolling in an 

Engineering B.S. program?

35%
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To what extent do you think businesses’ employee 

retention rate would be impacted by the availability of a 

local engineering program for their employees’ children?

* Calculated using minimum value from answer range
(e.g., 5 if answered 5-10 employees expected to enroll)
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