Chapter Ii
Economic Growth Trends

The economic wellbeing of a region and its host communities is significantly
influenced by the ability to provide an attractive environment for business investment,
employment and earnings growth, as well as ready access to quality housing,
education, culture, and recreation opportunities. Dominant forms of activity that have
traditionally shaped the fundamental structure of a regional economy are often rooted
in natural resources that distinguish the region (aquatic richness of Monterey Bay,
fertile soils of the Salinas Valley, etc.). By comparison, economic expansion in an
established region is significantly influenced by the ability of industry sectors to
establish and maintain competitive advantages that enable area business to expand

the base of local employment and operation by selling products and services that are
consumed outside the region. '

Conditions that characterize the current socio-economic setting of the Salinas MSA
and Greenfield provide valuable insight about economic realities and trends that have

driven economic expansion during the recent past and can be expected to influence
future growth over the mid-term.

Population-Employment-Housing Growth

The economy within the Salinas MSA is of relatively modest scale. In 2008, the
regional economy supported approximately 171,000 government, farm, and non-farm
payroll jobs in a region with an estimated population base of nearly 410,000 residents
(excluding 20,000 individuals in group quarters). By comparison, Santa Clara County
to the north supported an employment base 4.2 times larger (900,900 payroll jobs) in
a region with 4.4 times as large a population base (1.8 million residents). For its part,
Greenfield is also of relatively modest size with a population of less than 18,000
residents within the lower section of the Salinas Valley nearly 33 miles south of the
City of Salinas, the region’s major employment center.

The map in Exhibit I-1 illustrates the geographic setting expected to have the
greatest influence on future population, business and economic growth within
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retrenchment that has been occurring since peaking in 2000. In 1995, the region
supported 1.12 jobs per household. By 2000, the growth of jobs in the region
supported a ratio of 1.26 jobs per household but has since declined to a ratio of 1.22
jobs per household. The larger self-sustaining economic regions of the United States
generally support about 1.25 jobs per household. In this regard, the economy of the
Salinas MSA is relatively efficient in term of its ability to produce local area jobs for
area residents. The ratio of. local jobs per household in many moderately-sized

regions of California (less than 1.0 million residents) is less than 1.00 jobs per
household.

The economic structure of the Salinas MSA includes a strong farming presence as
indicated by the industry employment mix in Exhibit 1l-4. For California as a whole
and many of its urbanized regions, farm employment accounts for less than 3% of
total payroll employment. Exclusive of farming, the various industries making up the
regional employment structure can be generally classified into two major sectors —
goods producing and service producing. For purpose of this analysis, government
employment is excluded from the service-producing sector. Between 2000 and 2008,
the employment structure of the Salinas MSA has remained largely unchanged with

the exception of moderate declines describing the farming, manufacturing, and
business services industries.

The population and housing growth data illustrated in Exhibit I1-5 provides a good
indication of how the community of Greenfield has participated in the region’s
economic expansion. Reliable small area payroll employment data is not readily
available and, therefore, not included in the chart. The population and occupied
housing trends identified do indicate that the community has benefited from regional
economic growth, including a period of rapid growth beginning in 2005. The index
values suggest a one-year growth spurt in 1999, but the jump largely reflects Census-
based adjustments to local area population and housing data. In 2005, the
community experienced a sharp increase in population and housing, which finally
started to flatten out in 2008. This recent growth surge corresponds with a period of
rapid housing construction (discussed further below) and suggests Greenfield has
contributed to overall economic expansion as a host location for housing. Available
ZIP Code level payroll employment data further suggests Greenfield’'s past
contribution to regional economic expansion is largely characterized in the form of
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necessary increase in local area jobs while improving the long-term prosperity of
community households. Government employment offers many good-paying positions
but cannot realistically function as a primary engine of economic growth over an
extended period. Opportunities for sustainable growth within Greenfield that improve
the economic wellbeing of the community must focus on the goods-producing and
service-producing sectors.

Household Demographics

\
Selected household demographic characteristics that distinguish the Greenfield
community from the greater Salinas MSA region are detailed in Exhibit 11-7 and
Exhibit 11-8, and summarized below.

The Greenfield community is significantly distinguished by a strong family household
orientation. Families (one or more related individuals) accounted for more than 88%
of all Greenfield community households in 2008. By comparison, families accounted
for nearly 73% of all households throughout the Salinas MSA, which exceeded the
corresponding national average of 67%. A strong family orientation is a principal
factor that contributes to a substantially larger average household size in Greenfield
(4.70 persons per household — PPH) and the Salinas MSA (3.15 PPH) than is true for
the nation as a whole (2.59 PPH). A significantly larger household size and strong
family orientation also increases the likelihood that households in the Greenfield area

include a high proportion of non-working dependents (children, elderlies, or
unemployed adults).

The most recent reliable data describing the size-range distribution of households is
from the 2000 Census and indicates there is a disproportionately high number of
large households in Greenfield as illustrated below:
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workforce over the long term. By comparison, there is an inordinately low share of
Greenfield residents 65 years of age and older (less than 5%) compared to the
Salinas MSA (nearly 10%) and the nation (approaching 13%).

The racial-ethnic composition of Greenfield residents is more heterogeneous than is
true for the Salinas MSA and heavily dominated by persons of Hispanic origin as
illustrated below:

ETHNIC-RACIAL COMPOSITION - 2008
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Source: ESRI; Alfred Gobar Associates.

The number of vehicles per household is a useful gauge of the mobility of household
workers. Vehicle ownership within Greenfield is equal to 1.8 vehicies per household
on average, the same as the Salinas MSA in general and higher than the national
average of 1.7 vehicles per household. The number of households per vehicle in

Greenfield and throughout the Salinas MSA compares closely as illustrated below:
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DRIVE TIME FOR WORKERS -2000
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Source: ESRI; Alfred Gobar Associates.

Educational achievement is an important consideration for enterprises seeking to
expand or locate business operations because it is a good indicator of the inherent
aptitude of the area workforce and likelihood that prospective employers can find
workers who are able to take on new job routines in a timely and proficient manner or
expand their skills to cope with more compiex duties. The educational attainment
distinguishing a substantial share of the potential labor force in Greenfield (residents
over 25 years of age) and the Salinas MSA is illustrated as follows:
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INCOME DISTRIBUTION - 2008
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Nearly 35% of all households within Greenfield have a total income of less than
$35,000 per year compared to nearly 25% for the Salinas MSA. HUD housing
assistance guidelines establish annual income limits used to identify local area
households groups most likely to need financial assistance in order to find adequate
shelter in the face of other subsistence needs, including food and clothing. Under the
2008 guidelines for Monterey County, a 4-person household reporting less than
$32,400 per year in income is considered “Very Low Income” and below $19,450 per
year as “Extremely Low Income.” Based on these criteria, roughly 30% of Greenfield
households can be considered very low income and roughly 10% as extremely low
income. These factors suggest that while overall educational attainment is low for
much of the local workforce, opportunities likely exist to increase overall workforce
prosperity with modest paying jobs that do not involve complex job routines or
degreed training. Also notable from the income profile of Greenfield households is a
significant absence of households with annual income above $100,000 per year.

Despite the relatively low income profile of Greenfield, a relatively large share of

housing units in the community are owner-occupied as illustrated below:
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HOUSING VALUE DISTRIBUTION - 2008
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- The vast majority of housing units in Greenfield had an estimated value of less than
$300,000 in 2008, while the vast majority of housing units throughout the Salinas
MSA had an estimated value exceeding $300,000.

A valuable indicator of the overall economic wellbeing of working households is the
relationship between housing value and household income. Housing tends to
represent the single largest financial outlay among household living expenses. The
cost of housing relative to available household income gives insight about the
economic wellbeing of the community as a quality live-work environment. Exhibit 11-9
illustrates and compares median housing value and median household income
describing Greenfield and the Salinas MSA in 2000 and again in 2008. Also shown is
the median housing value multiple of median household income. In 2000, the median
value of housing in Greenfield was 3.36 times the local area median level of
household income, compared to a multiple of 5.27 for the Salinas MSA overall. The
corresponding multiple for the nation in 2000 was equal to 2.65. In 2000, the median
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Salinas) and its limited population base (about 17,500 residents) poses a challenge in
terms of the ability to entice a significant volume of new business growth and
expansion into the community. The attraction of Greenfield as a host location for new
or expanding businesses, therefore, also depends on the size of the labor pool
represented within a reasonable travel distance. The size of an area labor pool is an
important consideration because it signals the likely ability to hire on and replace an
adequately trained and proficient team of employees (the single most costly
production resource). Without a sufficiently large pool of labor, much greater risk
must be assigned to the prospect of establishing a new start-up business or
expanding an existing enterprise into the area. Based on 2008 estimates by ESRI,

the size of the labor force in Greenfield and the surrounding market region is
summarized as follows:

City of City of Salinas Salinas,

Greenfield Salinas Valley CA MSA

. Estimated Labor Force 5,970 63,090 100,440 183,270

Civilian Labor Force % of MSA 2.9% 33.8% 52.4% 100.0%
Share of Labor Force Employed 88.0% 90.0% 90.0% 92.8%
Share of Labor Force Unemployed 12.0% 10.0% 10.0% 7.2%

Note: Labor force employment estimate as of mid-year 2008. Since that time region has incurred
significant job losses.

Source: ESRI and Alfred Gobar Associates.

As shown above, the size of the local labor force is small, even in comparison to the
modest scale of the Salinas MSA employment base. Over one-third of the region’s
labor force resides in the City of Salinas. In addition, the City of Salinas itself
accounts for 63% of the labor force residing in the Salinas Valley and constitutes an
overwhelming competitive concentration of employment opportunity for workers and
labor resource for business enterprises. The daily work commute from Salinas to
Greenfield would average 40 to 45 minutes one-way and can be expected to
contribute to low worker retention due to more localized job opportunities for Salinas
residents. In effect, businesses seeking to relocate or expand to Greenfield are faced
with two hiring options: a) compete with other local businesses for a very limited
supply of employed and unemployed workers; or, b) pull in the majority of workers
from other areas of the Salinas Valley south of the City of Salinas. The southern sub-
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production operations that expand area employment. New jobs filled by residents
entering the job market and individuals moving into the region create demand for
additional housing and drives household formation. Population growth associated
with a growing number of households stimulates greater demand for retail, medical,
educational, and recreation goods and services. New construction permit activity

provides insight about the pace and diversity of land use development stimulated by
the iterative process of economic expansion.

Exhibit 11I-13 summarizes the value of year-to-year construction activity throughout
Monterey County (Salinas MSA) over the past 15 years. Detailed is the permit value
of construction describing retail, office, industrial, and residential building activity
throughout the region. Residential construction accounts for the lion’s share of permit
value and construction activity and reflects the significant level of economic infusion
generated by household formation. Over the past 15 years, residential construction
has accounted for 80% to 93% of total authorized permit activity, excluding the
precipitous drop in 2008 brought on by the housing crisis. By comparison, retail,
office, and industrial permit activity all combined has generally accounted for 12% to
17% of total permit in any given year.

The fluctuating nature of new construction permit activity is illustrated in Exhibit 11-14.
The graph illustrates that although residential permit activity accounts for the lion's
share of overall construction activity, the total value of activity was on the decline
between 2005 and 2007 before dropping dramatically in 2008. Retail construction
activity in the region has generally lagged population growth by 12 to 24 months but
otherwise parallels the fluctuations in housing construction because retail is a
population-serving form of land use. Retail construction activity reached a 15-year
high-water mark in 2006 and 2007, even though the pace and value of residential
construction was already on the decline. Over the next 2 to 3 years, the current

housing slump can be expected to keep retail construction activity throughout the
region at a relatively low level.

Office construction throughout the region is characterized by 1 to 2 years of above-
average activity preceded and followed by 1 to 2 years of below-average activity.
New office construction was most active in 2003 and 2004 and again in 2007. By

comparison, new industrial construction activity generally does not exceed the $10.0
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EXHBIT 11
REGIONAL MAP
SALINAS, CA METROPOLITAN AREA
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EXHIBIT 1I-3
JOBS/POPULATION & HOUSEHOLDS - SALINAS, CA MSA
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EXHIBIT 1I-5
POPULATION-HOUSING GROWTH
GREENFIELD, CA
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EXHIBIY 11-7

2008 Demographic Profile
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EXHIBIT 11-9
MEDIAN HOUSING VALUE - HOUSEHOLD INCOME TRENDS
GREENFIELD, CA AND SALINAS, CA MSA
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EXHIBIT 11-11
OCCUPATIONAL FOCUS - 2008
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EXHIT 043
VALUE OF NEW CONSTRUCTION AUTHORIZED BY PERMIT (000's)
MONTEREY COUNTY (SALINAS MBA), CALIFORMIA
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EXHIBIT il-15
HEW HOUSING CONSTRUCTION PERMIT ACTIVITY
CITY OF GREENFIELD AND MONTEREY COUNTY, CA
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