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Kern’s economy continued its improvement.  
Businesses and households became more opti-

mistic about economic conditions.  Labor markets 
recorded mixed results with lower unemployment, 
but sluggish growth of nonfarm employment be-
cause of the state’s contractionary fiscal policy.  
The economy created more personal income.  Hous-
ing prices continued to appreciate despite higher 

mortgage interest rates.  Still low, the rate of infla-
tion increased for both consumers and producers.  
Investors recovered from earlier losses as stock 
prices climbed to higher levels.  However, the U.S. 
dollar weakened further against the Japanese yen 
and Canadian dollar. 

EC O N O M Y A T A GLA NC E!

Economic Indicator 2003  
Second Quarter 

2003 
Third Quarter 

Quarterly 
Change 

Data Source 

Kern Business Outlook Index 102.0 104.5 2.5   CSUB 

Bakersfield Consumer Sentiment Index 109.0 114.0 5.0 CSUB 

Unemployment Rate (%) 
Kern 

  Bakersfield 
11.4 
8.0

10.3 
7.5 

-1.1 
-0.5 

California  
Employment  
Development  
Department  
(CEDD)  and CSUB

Nonfarm Employment Growth (%) 
Kern 

  Bakersfield 
1.6 
2.0 

-1.6 
0.8 

-3.2 
-1.2 

Total Personal Income ($ billion) 
   Kern
  Bakersfield 

13.71 
7.60 

13.85 
7.70 

0.14 
0.10 

Bureau of Labor 
Statistics (BLS) 

Personal Income Per Capita ($) 
   Kern 
  Bakersfield 

20,520 
31,150 

20,580 
31,290 

60 
140 

Economic Growth (%) 
   Kern
  Bakersfield 

2.6 
2.7 

3.9 
5.0 

1.3 
2.3 

Average Weekly Earnings in Manufac-
turing ($) 

559 546 -13 CEDD

Median Housing Price ($) 
   Kern
  Bakersfield 

129,000 
137,000 

137,420 
147,000 

8,420 
10,000 

California Associa-
tion of Realtors   

New Housing Permits (#) 480 524 44 

Housing Affordability Index 56 52 -4 

Interest Rates, U.S. 
Mortgage Interest Rate (%) 

  Bank Prime Rate (%) 
5.51 
4.24 

6.03 
4.00 

0.52 
-0.24 

economagic.com 

Energy Prices 
Price of Crude Oil ($/barrel), SJV 

  Price of Gasoline ($/gallon), CA 
21.20 
1.88 

25.04 
1.92 

3.84 
0.04 

Berry Petroleum 

Inflation Rate, U.S. 
   Cost of Living (%) 
   Cost of Producing (%) 

0.6 
-2.5 

2.3 
2.7 

1.7 
5.2 

economagic.com  

Stock Price Index 
DJIA 

  NASDAQ 
  S&P 500 

8,772 
1,561 
951 

9,374 
1,800 
1,006 

602 
239 
54 

Foreign Exchange Rate 
Japanese Yen 

  Mexican Peso 
  Canadian Dollar 
  Euro 

118.5 
10.4 
1.40 
0.88 

117.4 
10.7 
1.38 
0.89 

-1.1 
0.03 
-0.02 
0.01 

economagic.com 

2



This article presents opinions of business managers 
regarding current and expected local economic con-

ditions in the third quarter of 2003.  We began compiling 
the local index in the first quarter of 1999. It is con-
structed from telephone surveys administered to a ran-
dom sample of the Greater Bakersfield Chamber of 
Commerce membership1.  Responses were enumerated 
to construct the Business Outlook Index (BOI). The 
value of 100 indicates neutrality about local business 
conditions, greater than 100 expresses optimism, and less 
than100 pessimism.  Results are illustrated in the follow-
ing charts. 

The BOI increased 2.5 percentage points from 102.0 in 
the second quarter to 104.5 in the third quarter of 2003.  
This increase indicates that business managers have be-
come more optimistic about local business conditions.  

After the sharp drop of 17 percentage points in the fourth 
quarter of 2002, the BOI has gained 9.5 percentage 
points over the previous three quarters.   

Still, cautious optimism was reflected in the neutrality of 
responses that most business managers gave to individ-
ual questions.  Over fifty percent of the survey respon-
dents reported that the number of jobs in their companies 
stayed the same as the previous quarter.  They expected 
the number of jobs available in their companies to re-
main unchanged next quarter.  The majority of survey 
respondents perceived that financial conditions (sales or 
profits) of their companies were unchanged this quarter 
and are likely to stay the same next  quarter.  They also 
indicated that current employment and financial condi-

(Continued on page 5) 

Question 
Better Same Worse 

(Percentage of Total Responses)  

Employment in your company this quarter was 34 52 14
Employment in your company next quarter will be  32 58 10
Financial condition (sales or profits) of your company this quarter was 25 70           5  
Financial condition (sales or profits) of your company next quarter will be 18 72         10 
Employment and general business conditions in your industry this quarter were 14 76         10 
Employment and general business conditions in your industry next quarter will be 13 77 10
Employment and general business conditions in Kern County this quarter were   0 84 16
Employment and general business conditions in Kern County next quarter will be   0 75 25

Response

KE R N CO U N T Y
BU S I NE S S  OU T L O O K
SU RV EY

A B B A S  P .  G R A M M Y
P R O F E S S O R O F  E C O N O M I C S ,  C S U B  
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Business Outlook Index
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1As suggested by the readership, we plan to extend the survey coverage to communities outside the Bakersfield metro-
politan area. 



The Bakersfield Consumer Sentiment Index regis-
tered its second consecutive gain in the third quar-

ter, increasing to 114 from 109 in the second quarter. 
The index stood at a troublesome 98 in the first quarter, 
which was characterized by uncertainty preceding the 
war in Iraq.  We began compiling the local index in 
1999. It is constructed from telephone surveys adminis-
tered to a random sample of households listed in the Ba-
kersfield section of the phone book. Index values about 
100 indicate consumer optimism, while values below 
100 are rare and suggest considerable pessimism. The 
index is disaggregated into sub-indexes relating to recent 
trends and future expectations. The third quarter increase 
was attributable to equal-sized gains in the two sub-
indexes.  

The Index of Recent Buying and Financial Trends is 
constructed from responses to questions relating to ex-
penditures on discretionary items, financial status of the 
household compared to one year ago, and perceived 
changes in the financial condition of acquaintances in 
Kern County. This sub-index increased from 104 to 109. 
While seven-in-ten households spent an average amount 
on discretionary items such as dining out and entertain-
ment, nearly two respondents spent more than usual for 
every one reporting they spent less than usual. The per-
cent whose households doing better than one year ago 
increased slightly, but the percent that were worse off 
plummeted from 25 percent in the second quarter to only 
two percent in the third quarter.  

(Continued on page 5) 

BA K E R S FI EL D
CO NS U M E R SE NT I M E N T
SU RV EY
M A R K  E V A N S
I N T E R I M  D E A N ,  E X T E N D E D  U N I V E R S I T Y
D I V I S I O N ,  C S U B  

Most Recent  
Quarter

Previous  
Quarter

One Year  
Ago 

Bakersfield Consumer 
Sentiment Index 114 109 118 

Sub index: Recent 
  Buying &  Financial  
  Trends 

109 104 115 

Sub index:  
  Expectations 119 114 121 

TABLE 1—INDEX VALUES  

TABLE 2—RECENT BUYING AND FINANCIAL TRENDS 
(Percentage of Responses)  

More than 
usual 

Same as 
usual 

Less than 
usual

Your recent spending on discretionary items 
(dining out, weekend outings, entertainment) 19 % 71 % 10 % 

Better off Same Worse off 

How your family is doing financially com-
pared to one year ago. 28 % 70 % 2 % 

How your acquaintances in Kern County are 
doing financially compared to one year ago. 2 % 88 % 10 % 

80
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100
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130
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Consumer Sentiment Index
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Business Outlook  (Continued from page 3) 

tions of their industries remained the same this quarter. 
They anticipated that employment and financial condi-
tions of their industries to stay constant next quarter. 
Over seventy percent of the respondents felt that em-
ployment and business conditions in Kern County were 
the same as the previous quarter and are likely to remain 
unchanged next quarter.   

Survey participants were asked to comment on local, re-
gional, national, or international factors that have af-
fected employment and financial conditions of their 
companies.  They identified a number of factors that 
helped improve the business outlook: 

•     Retail business increasing due to discount pricing 
•     Economy benefiting from expenditures on the Gov-

ernor’s recall election 

•     Construction of new medical facilities, homes, parks, 
and recreation areas 

However, the survey respondents felt that several factors 
hindered progress in Kern County:  

•     State budget cuts affecting the operation of public 
schools, government agencies, and non-profit or-
ganizations 

•     Corporate mergers and state regulations hurting 
small business 

•     People not increasing credit card debt due to job in-
security  

In summary, local business managers have become more 
optimistic about the county’s business outlook.  A wide 
range of local and regional issues have helped forming 
business perceptions. 

Better or more stable About the same Worse or more risky 

The most likely financial situation of your family one year from 
now  39 % 53 % 8 % 

Optimistic Neutral Fearful 
How your acquaintances in Kern County view the coming year. 46 % 34 % 19 % 

Safe time to buy Neutral response Risky time to buy 

Is now a safe or risky time for most people to use savings or 
incur debt to buy expensive goods? 13 % 71 % 16 % 

TABLE 3—FUTURE EXPECTATIONS  (Percentage of Responses) 

Consumer Sentiment (Continued from page 4) 

To assess consumer expectations, households were asked 
how they thought the financial situation of their families 
would change over the coming year, how their acquaint-
ances in Kern County view the coming year, and 
whether this is a safe or risky time to draw down savings 
or incur debt. The forward-looking index constructed 
from these responses also increased by five points to 119 
from 114 in the previous quarter. When asked the most 
likely financial situation of their household in one year, 
the percentage of households expecting improvement 
was stable at 39 percent, but the percent expecting their 

situation to worsen was more than cut in half (from 18 
percent to 8 percent). There was no change in percep-
tions relating to the outlook of acquaintances. Although 
households who thought this was a safe time to incur 
debt or draw down savings declined from roughly one-
in-four to one-in-eight, those who thought it was a risky 
time also was halved.  

Summarizing, the Bakersfield Index of Consumer Senti-
ment increased slightly in the third quarter due to modest 
improvements in both the current conditions and future 
expectations of households.  
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B I Z  E D ! 1

S U C C E S S I O N  P L A N N I N G :   A  K E Y T O
M A I N TA I N I N G  O R G A N I Z A T I O N A L
V I A B I L I T Y

M I C H A E L  B E D E L L
A S S I S T A N T  P R O F E S S O R O F  M A N A G E M E N T ,  C S U B  

E veryone knows Kermit the Frog.  What many 
people forget is that Kermit’s creator – Jim 

Henson – died very suddenly.  Henson’s death 
meant that the voice of Kermit was gone.  Without a 
replacement in sight Henson Enterprises would lose 
their most recognizable character.  Fortunately, a 
replacement was found quickly.

As illustrated by the example above, what do you do 
when a long time employee suddenly departs, re-
tires, or even dies?  How do you retain the institu-
tional knowledge or capability that was within that 
employee?  Some estimates suggest that a signifi-
cant portion – perhaps as much as 75% – of an or-
ganization’s value is within the minds of the em-
ployees.  If even a portion of this estimate is true 
then it is critical that all organizations – especially 
small and family business – should engage in peri-
odic succession planning to maintain organizational 
viability and retain institutional knowledge.  The 
end of the year is a good time to create, review, and 
update succession plans.

A succession plan should focus on both employees 
and on positions.  Focusing first on the employees, 
the succession plan should identify those employees 
that: (1) are in key positions (i.e. key decision mak-
ers); (2) have significant institutional knowledge/
memory; (3) have many customer contacts; or (4) 
have scarce skills.  For each of these employees the 
plan should track time until retirement/departure 
and attempt to catalog the knowledge and capabili-
ties of each person. 

Second, we focus on the organization’s key posi-
tions – usually these are considered to be mission 

critical positions.  Once key positions have been 
identified the organization should catalog the 
knowledge, skills, and abilities that are needed for 
success.  Much of this information can be found in 
the position job analysis.  The succession plan 
should draw on this information to identify the path-
way(s) through the organization so that adequately 
prepared employees are always available. 

Finally, the plans that relate to employees and posi-
tions can be brought together.  This enables the or-
ganization to identify a slate of potential candidates 
for each key position.  The slate should list the can-
didates and their current capabilities.  The slate 
should also note time until each candidate is ready.  
Note that not all candidates have to be from within 
the organization.  Potential candidates that are fa-
miliar to the organization but not currently working 
within the organization may also be viable candi-
dates at some point in the future.  Finally, the plan 
should be dated so that the plan can be tracked and 
regularly updated. 

The succession plan should be updated at least once 
per year.  In the event that a key employee suddenly 
decides to retire, the organization should remember 
that it might be possible to engage that employee on 
a consulting basis so that institutional knowledge is 
partially maintained – at least until the knowledge is 
passed along.  Finally, remember to keep the key 
employees informed about the succession planning 
process.  Enlist their help.  They may have ideas 
about employees or outside candidates that might be 
good replacements.   
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1This is a new section of the Kern Economic Journal.  Future articles in this section will focus on reviewing your strategic plan; 
cash flow management; organizational risk assessment; and marketing research and planning. 



An innovative state grant is funding an economic 
development strategy for one of Bakersfield’s 

oldest areas. The Baker Street Corridor Economic De-
velopment Strategy is underway because of state fund-
ing secured by the City of Bakersfield.  In November 
2002, state Treasurer Phil Angelides came to Bakers-
field with a check for $143,600, made payable to the 
City of Bakersfield, to get the revitalization of Baker 
Street off the ground.  Angelides’ check was from the 
Sustainable Communities Grant and Loan Program of 
the California Pollution Control Financing Authority. 
Angelides is the chairman of the Authority.  This pro-
gram helps cities and counties pursue “smart growth” 
initiatives – projects that revitalize neighborhoods 
with struggling economies, promote sustainable devel-
opment and reduce environmental impact.  

 “In many California cities, there is a place like Ba-
kersfield’s Baker Street – a place that once was a 
thriving part of the city, where people lived, worked 
and shopped,” he explained.  “A place that brought 
people together but slowly fell into decline as people 
moved away from the heart of the city; a place that, 
with a little help, could be vibrant again.”  Bakersfield 
was one of only 16 California cities out of 117 that ap-
plied to receive funding.  Bakersfield's grant is fund-
ing a comprehensive planning process for the future 
development of the area – including a process to 
gather the community’s input, develop a strategic plan 
for the revitalization effort, and conduct market re-
search to identify potential sites for development.  A 
consulting team headed by MIG, Inc. of Berkeley was 
selected from several proposals to perform a variety of 
tasks: a demographic and marketing assessment and 
analysis, a community visioning charette, and an eco-
nomic development strategic action plan.  The result-
ing strategies will provide a framework for revitaliza-
tion, renewed community interest, and sustainable de-
velopment of this historic area of Bakersfield. 

The goal of the project is to identify opportunities for 
revitalization and economic development.  MIG and 
its partner, Applied Development Economics, also of 
Berkeley, are responsible for engaging the community 
and stakeholders in the visioning and planning process 
and identifying commercial uses that reflect the needs 
of the changing demographics.  The consultants are 
looking at ways to improve the pedestrian aspects of 
Baker Street and increase the nearby housing stock to 
support retail uses.  In addition, the outdated and inap-
propriate mix of land uses in the area is being ana-
lyzed in the development strategy.   

The Strategy focuses on the following three principles: 

1.   Strategic Vision for Change – This will identify 
the neighborhood and development goals for the 
community in the future and establish a frame-
work for reaching these goals. 

2. Community-Based Partnerships – These will in-
volve individuals, groups, businesses and develop-
ers from throughout the community and engage 
them in visioning and planning efforts geared at 
revitalizing the corridor.  Key partners include 
residents; local businesses; local political leaders; 
local, state and federal governments; local public 
health and social service providers; non-profit or-
ganizations; schools and universities; and private 
developers. 

3. Sustainable Community Development - The re-
sulting strategy should become the framework to 
advance the creation of a livable and vibrant com-
munity.  This should be accomplished through the 
identification of comprehensive approaches that 
coordinate economic, physical, environmental, 
community and human development.  These ap-
proaches will preserve the environment and his-
toric landmarks, address brown fields clean-up and 
redevelopment, explore the economic develop-

(Continued on page 8) 

BA K E R ST R E E T  E C O N O M I C
D E V E L O P M E N T  ST R A T E G Y
UN D E R WA Y

D A V I D  L Y M A N , P R I N C I P A L  P L A N N E R
E C O N O M I C  D E V E L O P M E N T ,  C I T Y O F  B A K E R S F I E L D
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Baker Street  (Continued from page 7) 

ment advantages of energy efficiency and use of 
renewable energy resources, and improve trans-
portation, education, public safety, and enhanced 
access to information and technology. 

The general objectives to be achieved include 

•   Developing a market feasibility analysis to gauge 
the realistic potential for residential infill, mixed 
use, and transit-oriented housing development. 

•   Identifying and removing barriers to such develop-
ment. 

•   Engaging the community in a participatory vision-
ing and planning process.  

•   Creating a detailed action plan to promote a mix of 
infill residential and commercial development on 
identified infill sites. 

•   Promoting public improvements and encouraging 
enhancements to existing residential, commercial 
and industrial sites which will expand the City’s 
economic base and further reduce blight. 

•   Improving, increasing and preserving the commu-
nity’s housing stock. 

•   Preserving the environment and historic land-
marks, exploring the economic development ad-
vantages of energy efficiency and use of renew-
able energy resources, and improving transporta-
tion, education, public safety, and enhancing ac-
cess to information and technology among all seg-
ments of the community. 

•   Developing a promotional outreach program to the 
public and development incentives to facilitate in-
fill, mixed-use, and transit oriented development. 

The community visioning charette was held May 16 
and 17.  A second community meeting  was held 
June 26 to review the concepts and strategies de-
veloped from the charette.  A third community 
meeting was held July 23 to give the community a 
final opportunity to refine the plan prior to it being 
presented to the Bakersfield City Council. 

Some of the significant economic findings from the 
study to date: 

•   Between 1990 and 2000, total housing units in-
creased 24.4% in Metro Bakersfield1, while only 
increasing less than 1% in the Baker Street Market 
Area2.

•   Between 1990 and 2000, the number of house-
holds in Metro Bakersfield increased 5.3%, but 
decreased 5.8% in the Baker Street Market Area. 

•   The average household size in the Baker Street 
Market Area is 3.52, compared to 3.01 in Metro 
Bakersfield. 

•   The rate of owner-occupied housing in the Baker 
Street Market Area is 36%, compared to a Metro 
Bakersfield figure of 61%. 

•   The average household income in the Baker Street 
Market Area is $26,100, compared to $47,913 in 
Metro Bakersfield, and $65,680 in California. 

•   Between 1990 and 2000, inflation-adjusted house-
hold income in the Baker Street Market Area de-
clined 20% and in Metro Bakersfield 3%, com-
pared to an increase of 6% statewide. 

When the economic development strategy is com-
pleted, additional data will be available to assist devel-
opers, investors, and planners.  These data will include 
a retail leakage analysis, an estimate of household de-
mand for services, and distribution of employment by 
sector, both for the Baker Street Market Area and 
Metro Bakersfield.  The Baker Street Corridor Eco-
nomic Development Strategy is expected to be com-
pleted by the end of August 2003.  
_____________________ 
1Metro Bakersfield is defined as all areas with ZIP codes be-
ginning with 933. 
2Baker Street Market Area is defined as the area bounded by 
Union Avenue, Columbus Street, Mt. Vernon Avenue, and 
East California Avenue. 

(Continued on page 9) 
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Econ Brief!
California’s Sales and Use Tax Rate 

On January 1, 2002 the minimum combined state, county 
and local sales and use tax rate increased from 7 to 7.25%.  
Components of this statewide minimum rate are: 

• 6% State (General and Local Revenue Funds) 
• 1% Local Jurisdiction (City or County of place of sale or 

use)
• 1/4% Local Transportation Fund (County of place of 

sale or use) 

The rate is higher in cities and counties that have special tax 
districts.  Kern is one of 35 counties that imposes the mini-
mum sales and use tax rate. 



Baker Street Market Area Compared to Metro Bakersfield 

There are few new housing units . . .         . . . less households . . .                          . . .and household sizes are larger.  

Most housing units are rentals . . .           . . . household incomes are lower. . .     . . . and they have declined 20%                        
                                                                                                                                       since 1990. 

Baker Street Market Area:  bounded by Columbus Street and Union, East California, and Mt. Vernon avenues. 
Metro Bakersfield: all areas with ZIP codes beginning with 933. 

Source: Applied Development Economics, based on U.S. Census Data; 1990 figures adjusted to 2000 using Con-
sumer Price Index (CPI). 

Econ Brief!
The Place of Bakersfield in California 

In its February 2003 issue, the California CEO evaluated cities in the state for their business climate. The evaluation criterion 
included many factors such as the crime rate, cost of living, business climate, workforce quality, and incentive programs. Of 
more than 400 cities reviewed, only 25 made the list of the Best Cities for Business. Bakersfield placed 5th among the Best Cities 
for Business in California: 

1.    San Diego                6.  Fresno                         11.  Temecula                   16.  Carson                 21.  Redding 
2.    Sacramento              7.  Stockton                      12.  Chula Vista                17.  Lancaster             22.  San Marcos 
3.    Riverside                 8.  San Francisco             13.  Clovis                        18.  Concord               23.  Visalia 
4.    Los Angels              9.  Long Beach                14.  Poway                        19.  Santa Barbara      24.  Camarillo 
5.    Bakersfield              10. Oxnard                       15.  San Jose                     20.  Merced                 25.  La Habra 

 The survey indicated several advantages for doing business in Bakersfield: a growing economy, an aggressive business retention
program, an effective problem solving practice, a short commute time, abundant industrial land, and affordable housing. 

Percentage Growth of Housing 
Units, 1990 - 2000
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Baker Street  (continued from page 8)
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K E R N  C O U N T Y  E C O N O M I C
D E V E L O P M E N T  S T R A T E G Y

G U Y  G R E E N L E E , D I R E C T O R
C O U N T Y O F  K E R N  C O M M U N I T Y A N D
E C O N O M I C  D E V E L O P M E N T  D E P A R T M E N T

The recent recall of our Governor awakened an inter-
national audience to problems that have confronted 

California’s Economic Development professionals for 
years.  Extraordinary business regulation by the State, 
insufficient workforce preparation, high cost of every-
thing from workers compensation insurance to electric-
ity, air quality concerns, and inadequate funding for all 
types of urban infrastructure are concerns common to 
most areas of the State.   The current State budget deficit 
has exacerbated the problem by causing reductions in 
State support of local government and the elimination of 
most State collaboration with, and assistance to, local 
economic development organizations. 

In a foresighted effort to reduce the effects of many of 
these challenges and prepare Kern County for a brighter 
economic future, the County solicited proposals for 
preparation of an Economic Development Strategy in 
late 1997.    The County hoped to use the proposed stra-
tegic plan to pursue the following goals: 

•     Create 20,000 new jobs for CalWORKs clients, as 
they cycle off welfare during the first five years af-
ter welfare reform legislation; 

•     Review the County’s organization for Economic 
Development and make recommendations to im-
prove effectiveness; 

•     Promote recruitment of new, and expansion and re-
tention of existing, businesses based on identifica-
tion and development of business/industry clusters 
consistent with the attributes of Kern communities 
and resources; 

•     Include Tourism as one of the targeted industry 
clusters; 

•     Protect and build the historical economy of the 
County (petroleum production, agriculture, national 
defense, and aerospace) and develop related and 
new industry sectors to promote economic diversifi-
cation; 

•     Address the County’s high unemployment rate by 
increasing the number and quality of jobs which do 
not require highly educated workers; and 

•     Increase the County’s average wage by emphasiz-
ing creation of manufacturing, technology driven, 
and other higher paying jobs. 

A consultant was hired and worked with an Economic 
Development Advisory Team to complete the Strategy.  
It was adopted by the Board of Supervisors in June of 
1999.  An Executive Summary of the Strategy is pre-
sented later in this article, and a more complete summary 
of the Strategy can be accessed on the County’s Eco-
nomic Development website at www.co.kern.ca.us/
econdev .  The Board directed the following actions dur-
ing the months following its approval of the Strategy: 

• Created the position of Business Resource Coordina-
tor in the County Administrative Office to work with 
County Departments, private and non-profit eco-
nomic development interests, local cities, and others, 
in a coordinated effort to  implement the new Strat-
egy; 

•    Approved a new Economic Incentive Program for 
qualified businesses that locate or expand within the 
County; 

•     Designated Kern Economic Development Corpora-
tion (KernEDC) as the County’s lead agency for 
Economic Development, and assigned it responsibil-
ity for business recruitment, retention, and expansion 
responsibilities for six industry clusters; 

•    Contracted with KernEDC for creation of 3,500 
jobs – 35% of which were to be appropriate and 
available for CalWORKs clients; 

•    Changed the mission of the County Board of Trade 
to emphasize promotion of local tourism and film 
production, and marketing the County as a retire-
ment community; 

•    Contracted with the Weill Small Business Develop-
ment Center to develop international trade linkages 
for local businesses; 

•    Developed a Kern County Economic Development 
website; 

•    Redesigned the County’s Council on Competitive-
ness as a consortium of leaders from planned indus-
try cluster groups; 

•    Created a multiple member Economic Development 
Partners group; and 

• Later, transferred the duties assigned to the Business 
Resource Coordinator to the County’s Community 

(Continued on page 11) 
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Kern County (Continued from page 10) 

Development Program Department and renamed the 
Department – Community and Economic Develop-
ment Department.   

Actions based on recommendations of the Strategy con-
tinue to be taken by the County, KernEDC, the Board of 
Trade, local cities, and other members of the local Eco-
nomic Development Partnership.   

Both KernEDC and the Board of Trade are very actively 
pursuing industry recruitment and expansion efforts 
within targeted industry clusters. 

Vision 2020, a community based effort to encourage 
quality decisions in Economic Development, Education 
and Lifelong Learning, Quality of Life, Downtown De-
velopment, Community Planning, Transportation and 
Image, embraced the Strategy as the basis for many of its 
recommendations. 

An ad hoc group of interested representatives from busi-
nesses, government, and education, known as Connect-
ing Kern County, is pursuing projects to promote ubiqui-
tous broad brand access in the County and to inform lo-
cal businesses and the public of the advantages afforded 
to them by the latest communications services.  

The Weill Institute Small Business Development Center 
received grant funds for and has created an e-business 
center to nurture small technology based businesses. 

Groups have formed to protect the missions of both mili-
tary bases located within the County.  Their synergy with 
each other, the California Defense Alliance, and the 
Southwest Defense Alliance will help protect two of the 
County’s largest technology based employers from po-
tential mission reduction or closure during the next Base 
Realignment and Closure (BRAC) process scheduled for 
2005. 

There is a substantial effort in Eastern Kern County to 
promote math, science, and engineering curricula in local 
schools.  As this effort blossoms it should help foster 
higher educational attainment levels in the County and 
create additional justification for university expansion 
into technical fields. 

The Strategy continues to serve as a guide to County 
Economic Development efforts, however, as is the case 
with all planning documents, it is a fluid document and 

its recommendations evolve with achievement and cir-
cumstance.  The County Community and Economic De-
velopment Department is planning a formal review and 
revision of the document, to begin early next year.  The 
County will be soliciting participation by interested 
groups and the public during the process to revise the 
plan. 

Additional information is available from the County’s 
Economic Development website (www.co.kern.ca.us/
econdev) or directly from the Community and Economic 
Development Department (661 862-5050). 

 Economic Development Strategy
This summary of the Kern County Economic Develop-
ment Strategy distills information from a document that 
is itself in part a summary – of a series of working pa-
pers that documented research performed throughout the 
previous 12 months on the following topics: 

•      Kern County’s welfare-to-work conditions and 
other background information 

•      Kern County’s economic base in comparison to 
neighboring and key competing regions 

•      Business clusters that hold promise for Kern  
•      Kern’s competitive position in comparison to spe-

cific counties and urban areas in California and 
elsewhere 

The Kern County Economic Development Strategy’s pri-
mary focus is a series of actions by which the county can 
help maintain and upgrade its economic competitiveness, 
and in the process achieve other objectives, namely:  

1) Provide additional jobs for adults transitioning from 
welfare, for workers downsized in defense-related 
and oil industries, and for other unemployed and un-
der-employed workers;  

2) Recognize the variety of economic prospects that 
exist throughout the county – taking advantage of the 
opportunities and mitigating the problems; and  

3) Diversify the economic base.   

Like most plans, the Strategy is intended to serve as a 
framework that evolves over time; so the consultant has 
also provided research and analytical tools that will al-
low the County to conduct ongoing re-evaluation of the 
target clusters and strategies. 

(Continued on page 12) 

1 1 



Kern County (Continued from page 11) 

Approach to Strategic Development. To address the 
purposes stated on the previous page, the Strategy was 
formulated as outlined below. 

Clusters.  Seven “targeted clusters” of industries – re-
lated industries that hold the most promise for expanding 

in Kern – were selected for special attention in the Strat-
egy.  The use of clusters is in keeping with the practice 
followed by the State of California, and economic devel-
opment professionals generally agree that clusters pro-
vide the best framework for a strategic approach to eco-
nomic development.  

(Continued on page 13) 

Concept Process for utilizing Findings/Recommendations Intent/Purpose/Target 

Focus on clusters Reviewed California plans. 
Analyzed economic base and Kern 
“location quotients”.  Involved 
many participants in process. 

7 target clusters selected (see be-
low) 

Clusters will serve as focus for 
both programmatic and coordina-
tion actions. 

Stress competitiveness Reviewed existing conditions.  
Analyzed competition.  Compiled 
comments from participants. 

Kern has competitive strengths, 
overall.  Strategies generated for 
“economic foundations”  (see be-
low). 

Capacity for economic develop-
ment needed first for existing 
firms and potential entrepreneurs. 

Plan for CalWORKs 
job transitions 

Determined recipients’ costs and 
needs. 

Clusters selected offer a mix of 
entry-level and higher level jobs. 
Some strategies targeted to Cal-
WORKs employers. 

Once employed, current recipients 
save County money and contribute 
to economy. 

Concept Process – Key Indicators Findings/Recommendations Intent/Purpose/Target 

Cluster selection 

   Aerospace Ties to E. Kern and technol-
ogy transfer. 
Ties to Southern California 

Focus on high-tech aspect, not assem-
bly. 
Build up training capability. 
Stress entrepreneurial potential. 

Preserve military presence in E. 
Kern.  Have tools to produce nec-
essary workforce. 

   Chemicals and  
   Plastics 

Strong growth trends.  Estab-
lished in Kern. 

Promote for firms seeking market cov-
erage. 

Synergy with other strong Kern 
industries: oil and food packaging. 

   Financial  
   Services 

Established in Kern.  Call 
center cost factors favor the 
county. 

Call center good for diversity and en-
try-level jobs. 

CalWORKs potential.  Call center 
complements other industries in 
cluster.

   High-Tech Major cluster in California. 
Important growth area. 

Worth effort to build on small existing 
base.  Partner with aerospace, to 
strengthen. 

Strategies are complementary 
with Aerospace, so results more 
cost-effective.  

   Textiles/  
   Apparel 

Evolving cluster with in-
creasing high-tech potential.  
Strong presence in So. Calif. 

Target specifically to firms upgrading 
technology.  Apply incubator strategy. 

Can be good fit with high-tech.  
Wages increase with rising skill 
requirements. 

   Tourism/ 
   Retirement/ 
   Film 

Important in Calif. generally 
and parts of Kern.  Retire-
ment is embryonic but com-
plementary.  Kern estab-
lished as film location. 

Maximize value of amenities county 
has by upgrading capacity.  Pursue 
existing linkages with film production. 

Extract higher value from tourists’ 
presence.  CalWORKs potential; 
yet cluster has range of job needs. 

   Value-added  
   Agriculture 

Established and successful in 
Kern.  Key cluster in Calif. 
valley areas. 

Develop more detailed strategies for 
activities that complement agriculture 
production. 

Strong cluster helps preserve agri-
cultural production base and 
maximize value of ag. presence. 
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Kern County (Continued from page 12) 

Organizational Framework.  The existing multi-
faceted economic development structure in Kern County, 
while beneficial in some respects, leaves room for en-
hanced coordination of resources and operations. 

Action Plans.  Three categories of actions are recom-
mended in the Strategy:  

1)    A Strategic Plan Consensus Process;  
2)    Capacity building in the form of:  a) “foundational” 

elements to increase the county’s overall competi-
tiveness, and b) partnership interaction and commu-
nication to leverage the county’s resources with ex-
ternal efforts; and  

3)    Cluster-specific business retention/expansion/
attraction and entrepreneurial start-up activities. 

Targets, Costs, and Benefits -- There are a number of 
ways to think about what Kern County should attempt to 
achieve by implementing a series of job-creation strate-
gies.  One target would be to lower unemployment in the 
county to the state average over a period of perhaps five 
years.  Using 1998 yearly average figures, this means 
creating an additional 17,330 jobs for Kern1.  Achieve-
ment of this goal would result, by the end of the 5-year 
period, in an estimated additional payroll of $420 million 
annually (based on conservative average wage figures 
for the county). 

Another target is to employ current CalWORKs partici-
pants, of which there are at present approximately 
20,000 in Kern County.  If this group were all employed 

at the average wage figure the additional annual payroll 
would be $485 million2.   County, state and federal tax-
payers would also save money currently spent on health, 
human services and public protection--services that are 
typically impacted by high unemployment rates and low 
income levels.  Approximately $575 million per year is 
currently spent in Kern County on these types of services, 
including $400 million annually in health and human services 
provided primarily to low income residents, and $175 million 
for the criminal justice and public protection systems. 

The costs to achieve these levels of employment increase are 
not estimated in this Strategy.  An estimate of $2,000 per job 
created has been used by some Kern officials.  The federal Ru-
ral Development Agency makes reference to a target of 
$10,000 per job created in its lending/granting programs.  Of 
course, to the extent federal or state dollars can be obtained to 
generate jobs in Kern County, the local cost burden is reduced 
accordingly.  For the sake of comparison however, creating 
17,330 jobs at $2,000 per job equates to a one-time total of 
$34.7 million, or $6.94 million per year over 5 years.  At 
$5,000 per job (if a $10,000 per-job cost is split evenly be-
tween local and outside funding sources) the cost would total 
$86.6 million or $17.3 million per year over 5 years.  

______________________ 
1Strictly speaking, this scenario also assumes that the workforce is not 
expanded in the process, i.e. that existing local unemployed residents 
would take the new jobs.  In reality, newly created jobs will go to 
some existing residents and some outsiders who move to Kern to take 
advantage of those job opportunities. 
2CalWORKs participants are not necessarily counted as members of 
the present workforce.  To the extent they are not, their change to 
employed status does not lower the unemployment rate in the short 
term. 

(Continued on page 14) 

Concept Process for Recommending Findings/Recommendations Intent/Purpose/Target 

Revised structure for 
providing economic 
develop-ment services 

Reviewed functions and mis-
sions of existing organizations.  
Conferred with participants.  
Potential for greater efficiency 
identified. 

Form Kern County Business Cen-
ter (KCBC), with County over-
sight, by combining Board of 
Trade, KernEDC and other devel-
opment-related operations.  As-
sign retention/expansion and at-
traction responsibilities to Kern-
EDC; BOT renamed to reflect 
focus on tourism/film/retirement 
cluster.   

Establish clear point of contact for 
prospects.  New KCBC will have 
strengthened leadership.  Increase 
efficiency of econ. dev. invest-
ments and operations, and coordi-
nation among groups.  Coordi-
nated public and private role in 
econ. dev., with KernEDC operat-
ing in “private” arena. 

Cluster task forces and 
Cluster Leaders 

Cluster concept reinforced with 
industry participation.  Many 
foundation issues are complex 
and have no clear, single public 
“sponsor”. 

Resource Coordinator oversees 
cluster-focused task forces having 
industry involvement.  Cluster 
Leaders serve as special agents to 
expedite foundation improve-
ments. 

Clusters’ interaction strengthened.  
Make use of industry expertise 
and authority. Widen involvement 
and commitment to strategies. 
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Concept Process for Recommending Findings/Recommendations Intent/Purpose/Target 

Strategic Plan 
Consensus Process 

Participants throughout county 
expressed considerably differ-
ent opinions. 

Institute formal, short-term proc-
ess by which goals and objec-
tives of other planning docu-
ments are married with Strategy. 

Action items recommended in this 
Strategy are further refined and priori-
tized, with countywide consensus. 

Econ. foundations 

Training, 
   business  
   assistance 

Data indicate educational lev-
els lag in Kern.  High-tech, 
aerospace dictate need for in-
creased skills. 

Focus on technical personnel.  
Add advanced degree programs.  
Address problems of labor regu-
lations. 

Give workforce opportunities to up-
grade skills within Kern.  Increase 
attractiveness of Kern for technically 
oriented firms. 

Communication Critical messages not being 
disseminated, based on par-
ticipants’ interviews. 

Produce image-enhancing mate-
rials.  Increase dialogue with 
military and promote those re-
sources. 

Create more positive overall image for 
Kern.  Maximize value of Kern’s as-
sociation with military. 

Infrastructure Deficiencies noted by study 
participants.  Strategies call 
for specific improvements. 

Visitor center(s), beautification 
projects, industrial facilities, and 
incubators needed in certain ar-
eas.  Road system needs atten-
tion. 

Comprehensive improvements en-
hance potential for making use of ex-
isting assets and for diversification of 
economic activity. 

Fact-finding Participants raised many ques-
tions and put forth ideas that 
require further study. 

Wide range of topics need docu-
mentation: market potential for 
numerous activities, specific 
strategic plans, and retention of 
military facilities.  

Provide basis for more focused and 
knowledgeable actions in future.  
Facts will add to potential for consen-
sus on now-speculative ideas. 

 Functional 
   improvements 

Problem areas noted by study 
participants. 

Regulatory, incentive, procure-
ment, and budgeting policies 
need review.  Public agencies 
can take actions to increase eco-
nomic efficiencies. 

Reforms will make existing business 
operations and expansions easier and 
also enhance attractiveness of Kern 
for newcomers. 

Capacity building 

Partnership
   interaction 

Key component of economic 
development, with many di-
mensions. 

Lead agency track business is-
sues.  Maintain and nurture part-
nerships as formal responsibility. 

Enhances efficiency of and support 
for sound economic development pol-
icy. 

Communication Information specific to eco-
nomic development needs to 
be expanded and refined. 

Document advantages of Kern to 
industry, land/buildings avail-
able, etc. in progressive formats. 

Information is “first impression” for 
prospects, and helps image of existing 
businesses too. 

Industry retention 
and expansion 

Day-to-day economic devel-
opment activities also need 
attention in Strategy. 

Scheduled formal and informal 
sessions with cluster organiza-
tions.  Expand focus on business 
counseling.  Disseminate data. 

Promote networking, especially 
among cluster members.  Increase 
awareness of business support and 
opportunities. 

Small business 
development 

Small businesses are key com-
ponents of job-growth strate-
gies and also add to regional 
wealth by helping to 
“internalize” profits. 

Use cluster system to reach pro-
spective entrepreneurs, and pro-
vide assistance for start-ups. 

Skilled technical and professional 
workers, including some recently 
downsized, will be encouraged to start 
own ventures.   

Industry attrac-
tion 

Essential to keep Kern in run-
ning for opportunities to raise 
economic profile through key 
recruitment. 

Target recruitment to clusters, in 
concert with partners.  Conduct 
national marketing program with 
cluster-specific materials. 

Strengthen clusters and add diversity 
to economy.   

Kern County (Continued from page 13) 
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Unemployment Rate 

The seasonally adjusted unemployment rate in Kern County de-
clined from 11.4% in the second quarter to 10.3% in the third 
quarter of 2003.  Compared with four quarters ago the county’s 
unemployment rate was 0.5% higher.  The county’s unemploy-
ment rate was 3.7% higher than the state rate and 4.2% greater 
than the national rate. 

The seasonally adjusted unemployment rate in the City of Ba-
kersfield dropped from 8.0% in the second quarter to 7.5% in the 
third quarter of 2003. Compared with four quarters ago, the city’s 
unemployment rate was 0.4% lower.  Bakersfield’s unemploy-
ment rate was 2.8% lower than the county rate, but 0.9% higher 
than the state rate and 1.4% greater than the national rate.

Employment Growth

A large increase in farm employment offset the decline in non-
farm employment, resulting in a net increase in the total em-
ployment.  Nonfarm employment fell at an annual rate of 1.6% 
in the third quarter of 2003.  Among the nonfarm industries, 
construction, manufacturing, and leisure and hospitality added 
jobs.  But, professional and business services, educational and 
health services, state government, and local public education 
reduced employment.   

In the City of Bakersfield, employment growth slowed consid-
erably from an annual rate of 2.0% in the second quarter to 
0.8% in the third quarter of 2003.   

Total Personal Income

Kern County’s total personal income (in constant 1996 dollars) 
increased continually from $13.71 billion in the second quarter 
to $13.85 billion in third quarter of 2003.  Hence, the county’s 
economy expanded by $140 million.  

(Continued on page 16) 
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Economic Indicators (Continued from page 15) 

In Bakersfield, total personal income (in constant 1996 dollars) 
rose from $7.60 billion in the second quarter to $7.70 billion in 
the third quarter of 2003. Hence, the city’s economy expanded 
by $100 million.  

Personal Income Per Capita

In Kern County, personal income per capita (in constant 1996 
dollars) rose from $20,520 in the second quarter to $20,580 in 
the third quarter of 2003.  Over the previous four quarters, the 
county’s personal income per capita has increased $180. 

Bakersfield’s personal income per capita (in constant 1996 dol-
lars) rose from $31,150 in the second quarter to $31,290 in the 
third quarter of 2003.  Over the past four quarters, the city’s 
personal income per capita increased $440. 

Economic Growth

In Kern County, total personal income increased at an annual 
rate of 3.9% in the third quarter of 2003.  It accelerated from 
2.6% in the previous quarter.  Over the past four quarters, the 
county’s economy expanded at an average annual rate of 2.2%. 

In Bakersfield, total personal income grew at an annual rate of 
5.0% in the third quarter of 2003.  It accelerated from 2.7% in 
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Economic Indicators (Continued from page 16) 

the previous quarter.  Over the past four quarters, the city’s 
economy expanded at an average annual rate of 2.1%. 

Average Weekly Earnings

In Kern County, average weekly earnings in the manufacturing 
industry declined from $558.60 in the second quarter to 
$545.90 in the third quarter of 2003.  This decline was attrib-
uted mainly to the fall of the average weekly hours from 36.1 
to 35.6.  Compared with four quarters ago, manufacturing 
workers lost $35.90 a week. 

Housing Price 

In Kern County, the median sales price of all homes (i.e., new 
and existing condominiums and single-family detached homes 
in current dollars) rose 6.5% from $129,000 in the second 
quarter to $137,420 in the third quarter of 2003.  Since the 
third quarter of 2002, the median price has increased by a 
whopping $21,670 or 18.7%.  

In Bakersfield, the median sales price of all homes jumped by 
$10,000 (7.3%) from $137,000 in the second quarter to 
$147,000 in the third quarter of 2003.  The city’s median price 
was $9,580 higher than the county’s average.  Since the third 
quarter of 2002, the median price increased by a whopping 
32,000 or 27.8%. 

Over the third quarter of 2003, the median sales price of all 
homes appreciated in California City, Rosamond, and Tehach-
api, but depreciated in Delano and Ridgecrest. 

Housing Price Affordability

The index of housing affordability declined four percentage 
points from 56% in the second quarter to 52% in the third 
quarter of 2003.  Compared with the state’s affordability index 
of 25%, Kern County remains one of the most affordable areas 
of California. 

Over the past four quarters, the county’s index fell 7 percent-
age points.  Higher interest rate on mortgage loans contributed 
to the decline in the housing affordability index.  This current 
index value indicates that a family earning the median house-
hold income has 52% percent of the income necessary to qual-
ify for a conventional loan covering 80% of a median-priced 
existing single-family home.   

(Continued on page 18) 
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Economic Indicators (Continued from page 17) 

New Housing Permits

In Kern County, the number of construction permits for new 
single-family homes increased by 44 from a revised figure of 
480 in the second quarter to 524 in the third quarter of 2003.  
Compared with four quarters ago, 149 more housing permits 
were issued. 

Interest Rate

After five consecutive quarters of decline, the interest rate oN 
thirty-year conventional mortgage loans rose from 5.51% in 
the second quarter to 6.03% in the third quarter of 2003.  Com-
pared with four quarters ago, the interest rate was 0.3% lower. 

The prime loan rate is the interest rate charged by banks to 
their most creditworthy customers. The prime rate fell from 
4.24% in the second quarter to 4% in the third quarter of 2003.  
Compared with four quarters ago, the prime rate was 0.75% 
lower. 

Inflation Rate

The Consumer Price Index for all urban areas (1996 =100) 
rose from 183.4 in the second quarter to 184.5 in the third 
quarter of 2003.  The cost of living inflation rate ascended 
from 0.6 to 2.3% per year during this quarter.

The Producer Price Index for all finished goods (1996 =100) 
rose from 137.2 in the second quarter to 138.1 in the third 
quarter of 2003.  The cost of producing inflation rate ascended 
from -2.5 to 2.7% per year during this quarter. 

(Continued on page 19) 
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Economic Indicators (Continued from page 18) 

Stock Price Index

Still volatile, stock prices continued an ascending trend in the 
third quarter of 2003. 

The Dow Jones Industrial Average soared by 602 points (or 
6.9%) from 8,772 in the second quarter to 9,374 in the third 
quarter of 2003.  Relative to the third quarter of the previous 
year, the index was 1,043 points (or 12.5%) higher. 

Likewise, the NASDQ price index leaped 239 points (or 
15.3%) from 1,561 in the second to 1,800 in the third quarter 
of 2003.  Relative to the third quarter of the previous year, the 
index was 528 points (or 40.5%) higher. 

The S&P 500 price index inclined from 951 in the second 
quarter to 1,006 in the third quarter of 2003.  This 54 points 
increase accounted for a quarterly growth rate of 5.7%.  Com-
pared with four quarters ago, the index was 111 points (or 
12.4%) higher. 

Price of Crude Oil

The average quarterly price of the San Joaquin Valley heavy 
crude oil climbed from $21.20 per barrel in the second quarter 
to $25.04 per barrel in the third quarter of 2003. Compared 
with four quarters ago, the per barrel price of crude oil was 
$1.40 (or 5.9%) higher. 

Price of Gasoline

In California, the average retail price of gasoline (all formula-
tions) per gallon jumped from $1.88 in the second quarter to 
$1.92 in the third quarter of 2003.  Compared with the second 
quarter of 2002, the average price was 33 cents (or 21%) 
higher. 

(Continued on page 20) 
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Economic Indicators (Continued from page 19) 

Foreign Exchange Rate

The number of Japanese yens to one U.S. dollar plunged from 
118.5 in the second quarter to 117.4 in the third quarter of 
2003.  However, four quarters ago one dollar exchanged for 
119.3 yens.  

The number of Mexican pesos to one U.S. dollar appreciated 
from 10.4 in the second quarter to 10.7 in the third quarter of 
2003.  Four quarters ago, one dollar converted into 9.9 pesos.   

The Canadian dollar continued its depreciation against the U.
S. dollar.  The number of Canadian dollars to one U.S. dollar 
depreciated from 1.40 in the second quarter of 2002 to 1.38 in 
the third quarter of 2003.  Four quarters ago, one U.S. dollar 
exchanged for 1.56 Canadian dollars.   

The number of euros to one U.S. dollar jumped slightly from 
0.88 in the second quarter to 0.89 in the third quarter of 2003.  
However, one U.S. dollar converted into 1.02 euros four quar-
ters prior. 
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Econ Brief! 
Economic Development in Kern County 

A recent survey was administered to members of the Kern County Economic Development Partners (a committee of public and 
private sector representatives involved in local economic development efforts).  Of the many items considered, the group identi-
fied the most important factors affecting economic development in Kern County: 

Positive Factors: 

•     Affordable cost of living 
•     Positive local business climate 
•     Affordable land prices 

Negative Factors: 

•     A workforce that does not include an abundance of potential workers who are highly trained/educated 
•     Poor air quality 
•     California’s anti-business climate 

The survey respondents recommended that the Kern Economic Development Partners should try to: 

•     Establish a clear, measurable strategy with direction and goals for economic development in Kern County, and the Part-
ner’s group.  It is anticipated that this will be addressed by facilitated goal setting by the Partner’s group, and by fo-
cused and coordinated implementation of the County’s adopted Economic Development Strategy. 

•     Emphasize work with educators for improved training of the local workforce. 
•     Foster improved communication and coordinated activities between all Economic Development Partners.  
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