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“Demographics is destiny” has become somewhat an overused phrase,
but that does not reduce the critical importance of population trends
to virtually every aspect of economic, social and political life. Concern
over demographic trends has been heightened in recent years by several
international trends —notably rapid aging, reduced fertility, large
scale migration across borders. On the national level, shifts in attitude,
generation and ethnicity have proven decisive in both the political realm
and in the economic fortunes of regions and states.

The Center focuses research and analysis of global, national and
regional demographic trends and also looks into policies that might
produce favorable demographic results over time. In addition it involves
Chapman students in demographic research under the supervision of
the Center’s senior staff. Students work with the Center’s director and
engage in research that will serve them well as they look to develop
their careers in business, the social sciences and the arts. They have
access to our advisory board, which includes distinguished Chapman
faculty and major demographic scholars from across the country and
the world.



The distinguished faculty of Wilkinson College of Arts, Humanities, and
Social Sciences are composed of active scholars who are renowned nationally
and internationally for their academic excellence and contribution to
knowledge. But just as important, they are also enthusiastic teachers who take
seriously their responsibility of ensuring that our students, whether majors,
minors, or graduate students, are prepared for the intellectual, ethical, and
professional challenges that a rapidly changing world is going to present. Our
college is focused on providing a well-rounded educational foundation that
lead to a variety of career paths.

ADDITIONAL RESEARCH CENTERS:

The Earl Babbie Research Center is dedicated to empowering students
and faculty to apply a wide variety of qualitative and quantitative social research
methods to conduct studies that address critical social, behavioral, economic and
environmental problems. The Center’s mission is to provide research support and
instruction to students, faculty and the broader community, and to produce research
that addresses global concerns including human rights, social justice, peaceful
solutions to social conflicts and environmental sustainability. The Babbie Center
supports cutting edge interdisciplinary research and encourages faculty student
collaboration. For more information about the Earl Babbie Research Center.

The Henley Social Science Research Lab supports undergraduate and
faculty research through a variety of programs. Research assistants staff the
lab five days a week and can help faculty with the collection and analysis of
date. They are also available to support students by providing tutoring in SPSS,
GIS and quantitative methods for courses that include this content. The lab
also encourages and facilitates interdisciplinary research with the creation
of faculty work groups and serves as a resource for the community and can
provide consulting services. The Henley lab is pleased to provide consulting
for local government and community groups.
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EXECUTIVE SUMMARY

Blessed by a great climate and a
highly skilled workforce, Orange Coun-
ty should be at the forefront of creating
high wage jobs. The fact that it is not
should be a worrying sign to the area’s
business, academic, political and media
leaders. Despite some signs of recov-
ery in OC, long-term trends, such as a
dependence on asset inflation and low
wage employment, seem fundamentally
incompatible with sustainable and en-
during growth in the County.

To be sure, asset inflation benefits
established property owners, and those
who work in the real estate sector, but
the surge in property prices and an ever
increasing number of touristic venues
does not provide enough of a viable base
for coming generations. Given the area’s
high costs — which can at best be molli-
fied — the area’s prosperity depends on
building up its cadre of well-paying high
value jobs in promising fields as profes-
sional business services, technology and
design-oriented cultural industries.

The good news: the county retains
some strength in all these fields. But
many long-term trends, as we will
demonstrate below, are not encouraging.
Once one of the nation’s most powerful
high-end economies, the county is in
danger of losing momentum to other
markets.

Reversing this trend will require a
more holistic assessment of current re-
alities. It also requires a strong, coherent
strategy targeted to high-wage growth
sectors. Instead of the current obsession
with real estate and tourism projects, the
County needs to focus more on what
professional business services, technolo-
gy, finance and science-based companies
need in order to succeed.

This necessitates a conscious ef-
fort, led by the business community, to

develop a strategic direction for Orange
County. There are a number of models to
choose from, ranging from the most suc-
cessful, Silicon Valley to greater Boston
to the North Carolina Research Triangle,
and many more. In each case, the growth
from established university research cen-
ters — Stanford, MIT, Harvard, as well as
the University of North Carolina, Duke
and North Carolina state — extended
from the university’s base to its periphery.
This strong cooperation among universi-
ties, government and the private sector is
critical to the emerging tech and business
service corridor developing between the
Texas cities of Austin and San Antonio.'

SO THE ISSUE BOILS DOWN T0:
WHAT STRATEGY IS BEST FOR
ORANGE COUNTY?

To date, there are two common er-
rors when thinking about Orange Coun-
ty’s future. One maintains that Orange
County, rejecting the dispersed model
suggested by its origins, ought to mimic
Los Angeles (which, in turn, thinks IT
should be mimicking San Francisco or
New York) and become more “city like”

— code for high density housing, mass

transit and a centralized downtown.
Although this strategy works in older,
downtown-centric “legacy cities”, it has
proven far less successful elsewhere. This
is most evident in neighboring Los Ange-
les, OC’s closest relative. The determined
drive there to become “city-like” may
have benefitted some, such as developers
and beneficiaries of public contracts, but
has demonstrably failed to improve eco-
nomic conditions across the metropolis.
The second error lies with the as-
sumption that high end jobs will come
automatically, without the private and
public sector getting together to devel-
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op, fund and execute a strategy. Every
successful jobs magnet — such as San
Francisco, New York, Dallas-Ft. Worth
and Seattle — position their economies
in a way to market their appeal to the
outside world.?

By comparison, the track record of
providing help to potential and exist-
ing businesses in Orange County is
mixed. The kind of hands-on services for
businesses who relocate to the area seem
paltry compared to what we see in other
competitive regions.’

There seems to be little focus on re-
cruiting new businesses to the area, as we
see among more successful regions.
Ultimately, to succeed and create the
high wage jobs, there needs to be some
form of civic vision and strength of will
embraced by the business community,
non-profit institutions as well as appro-
priate government agencies.

BUILDING THE OC MODEL

To understand the future of the OC,
we first must comprehend its unique evo-
lution. The earliest settlement — Mission
San Juan Capistrano —dates back to 1776,
but virtually all the urban growth of the
region came much later. The region’s early
towns — Anaheim, Fullerton, Orange,
San Juan Capistrano and Santa Ana —
were largely agricultural settlements.

The oldest large town, Anaheim, was
founded by German settlers in 1857, who
transformed the area into a major wine
producer and developed the citrus indus-
try that became so critical to the county’s
early growth.*

Similarly, the city of Orange, incor-
porated in 1888, began as an agricultural
settlement, and boomed with the arrival
of the Southern Pacific Railroad. It was
built around its distinctive plaza, and
Chapman University, which was origi-

nally founded in 1861 by the Disciples

of Christ, as Hesperian College. Notably,
the college admitted men, women, and
people of color from the beginning.
Santa Ana, once part of the vast Yorba
Rancho, was established in 1886, and
developed into a rail hub for Santa Fe
railroad and later the administrative
center for the county. Similarly, Fullerton
grew as an agricultural outpost along the
Santa Fe line.

After 1920, Orange County enjoyed
something of an oil boom, centered
around Huntington Beach. Yet, still in
1950, no OC city had a population greater
than 50,000.° Orange County remained
very much a backwater, highly conser-
vative and overwhelming Anglo, a far
cry from the very diverse and politically
varied place it is today. ’

The second phase of the area’s devel-
opment focused on leisure. The coastal
strip from Seal Beach to San Clemente
has one of the most pleasant climates in
the world. Vacation spots such as New-
port Beach, San Clemente and Laguna
Beach developed in the 20s and 30s.

All were located too far from any work
sites to attract commuters.

The region’s leading leisure destina-
tion, Disneyland, notes historian Kevin
Starr. Two critical elements of its “para-
digm of value” were a faith that “urban
environments could be deliberately
created and orchestrated to incorporate
regional and related corporate values.”

“Those values were not those of the big
city, Starr notes, but were of “a more
intimate America - small town America”
that many feared had been lost elsewhere
in Southern California.” ®

This model, at least ideationally, fit
OC’s dispersed development pattern,
which from the imaginations of devel-
opers would emerge as a series of smaller
towns. Linked initially to Los Angeles,

“itself a pioneer of multi-polar develop-
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ment”, OC’s urban evolution came not so
much from expanding centers, but out
amidst farmsteads and open spaces.
In 1991, scholars Rob Kling, Spencer
Olin, and Mark Poster described this pat-
tern as “post-suburban” — a “decentral-
ized, multi-centered area” — neither city
nor traditional suburb. As scholars M.
Gottdiener and George Kephart noted,
the OC’s very pattern of development put
“into question the mainstream urbanist’s
concept of central-city dominance.”’

The “post-suburban” growth pattern
has long offended mainstream urban-
ists. UCLA’s Alan Scott blamed the lack
of a dense center as causing “a sense of
geographic amorphousness.” '° Yet for
decades, both people and companies
flocked to the region, led by aerospace
companies seeking more space and
cheaper land. In the 1970’s and 1980’s,
business services, information and
finance followed, and remain critical to
the county’s current and, more impor-
tantly, future economy. Two major public
universities — the University of Cali-
fornia at Irvine and Cal State Fullerton

— added both to its payroll and attrac-
tiveness. Real estate lending and data
services, along with some innovative
technology and healthcare companies
soon established themselves in the vari-
ous employment centers in the county. "

But the more remarkable story was
demographic. OC grew rapidly both in
population and on an enormous scale.
Between 1950 and 2010 Orange County’s
population grew 13 times, or an amazing
1,300 percent. It added more residents
over that period than all but three coun-
ties in the nation, Los Angeles, Maricopa
(Phoenix) and Harris (Houston).

OC’s appeal to both companies and
people was magnetic. Many of the plan-
ning mistakes experienced by Los An-
geles — notably the lack of an extensive
park network were avoided, particularly

in the newer parts of Orange County.

Urban Los Angeles has 9.4 acres of
Parks and Recreation areas per 1,000
residents; while in comparison, newer
cities, such as Irvine, has 37 acres per
1,000 residents, meaning that over 20%
of the city’s land is dedicated to parks.
The average for high density cities in the
U.S. stands at around 7.1 acres per 1,000
residents. "

Master planned developments, notes
urban scholar Bill Fulton, grew not just
in size but sophistication. The develop-
ers of Irvine, Mission Viejo and Tustin
layered commercial and residential
development, to create a “great life”, with
their own retail and commercial concen-
trations."

Looking back, Ray Watson, the for-
mer President of Irvine suggested:

"...we started with the desire not to
replicate the endless sprawl that
had characterized most of southern
California’s growth but rather produce
mixed use communities whose scale and
identifiable form was evident to those
who lived and worked there.”
This pattern of development helped
forge an economy increasingly self-suffi-
cient and independent from Los Angeles.
Indeed, as early as 1980, 72.1% percent
of OC residents worked in the County;

by the late 2000s that number climbed to
83.7 percent.
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EMPLOYEE TO RESIDENT WORKER RATIO

Overall, OC has an employee-to-res-
ident worker ratio close to that of Los
Angeles, a sure sign of the area’s econom-
ic maturation.

As the county became more self-suf-
ficient in terms of jobs its employment
base also continued to disperse. The John
Wayne Airport, and the Costa Mesa-San-
ta Ana corridor, the area adjacent to the
Airport, has become the fourth largest

Number of Worksites
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business district in California, employ-
ing 164,000 people, behind Silicon Valley
(374,000), downtown San Francisco
(297,000), Central & I-5 South Los Ange-
les (216,000) and the South Bay-Los An-
geles (203,000) Corridors. But beyond the
Irvine/John Wayne Airport nexus, there
are major concentrations of over 40,000
employees and over 2,000 worksites in
Newport Beach, Anaheim, Costa Mesa,
Tustin, Brea and the area around the Y
where the 5 and 405 meet.

THE MAKING OF AN
ECONOMIC POWERHOUSE

Orange County built a powerful
economy based on its “post-suburban”
model. In the 70s, 80s, and 90s Orange
County outperformed not only the na-
tion and the state of California, but more
than tripled the job creation rate
of neighboring Los Angeles.
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MEDIAN HOUSEHOLD INCOME

The Center for Economic Research
at Chapman University estimates the
2016 Gross County Product (the county
equivalent of GDP) at $223.2 billion. If
the OC were an independent country, it
would rank #45 among world economies,
roughly the size of Finland. It has greater
economic output than Portugal, Greece
and the Czech Republic. LA County
would be the 20th largest economy if
it were an independent nation. The
5- County region based around LA
represents the 16th largest economy, or
roughly the size of the entire Mexican
economy.

OC’s unemployment rate also has
been consistently lower than LA Coun-
ty’s, averaging 4.5% in 2016 compared to
LA’s estimated 6.6%. OC was also histor-
ically able to attract more than its share
of high value, higher wage professions.
OC residents, as a result, enjoyed higher
incomes as well; overall Orange County
possesses the highest household incomes
in Southern California, slightly outper-

forming even more suburban Ventura,
and far surpassing the Inland Empire,
Los Angeles, California and the nation.
Not surprisingly, then, the median house
price of OC homes, as of May 2016, is
$735,000 versus $458,000 in Los Angeles
County, a 68% premium

THE HIGH-COST/HIGH WAGE
CHALLENGE

Today, Orange County still outper-
forms the national average in a host of
key, high paid professions — notably
manufacturing, professional and busi-
ness services, finance and insurance —
and holds its own in many others. This
has allowed Orange County to remain,
in the words Starr, “ground zero for
suburban upward mobility in Southern
California”. *°

Unfortunately, this reality is begin-
ning to fray. Its position seems increas-
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in Silicon Valley and San Francisco are

between 53% and 70% higher than those paid in
Orange County in 2014

ingly tenuous as we look at the data. A
recent economic report led by Chapman
University’s Jim Doti indicates that
Orange County has lost 16.3 percent of
high paying information jobs since the
beginning of the recession (Q4, 2007),
versus an increase of 4.0 percent for
California as a whole. For all high-paying
job categories, Orange County has lost
1.6 percent of its jobs in the same time
period, versus a 4.6 percent growth for
the state.

This erosion in competitiveness in
high wage industries is already having a
significant impact on personal income.
Statewide, personal income has grown by
33.8 percent since the start of the reces-
sion. In Orange County, that growth has
only been 26.7 percent. Critically, overall
tech sector employment (regardless of
wage) in Orange County has declined
since 1990, with 12,000 fewer tech jobs
today than it had in 1990. ¢

Over the past nine years, this pattern
has continued as the county has lost jobs
in such critical higher wage fields as in-
formation, manufacturing, and financial
activities, while gaining in lower wage
fields such as leisure and hospitality, ed-
ucation and health services. Professional
and business service growth has been
meager, as we will show below, compared
to both other high-cost and many rising,
lower cost regions.

Overall, our economy is becoming
far too dependent on low wage jobs and
on activities like real estate and rental
leasing, which employs 50 percent more
people per capita than the national aver-
age. The over representation of real estate
in the economy, as we will discuss, has
profound implications for future job de-
velopment, demographics and inequality.

The critical problem: our high prop-
erty prices have been rising at a time of
relatively modest income gains and low
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HOUSING AFFORDABILITY:
Median Multiple - Orange County in context

HOUSE PRICE INCREASES & INCOME
Orange County in context: 2000 - 2015
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growth in high wage employment. Out-
side of the Bay Area, OC now has some of
the highest housing prices, compared to
incomes, in the country.

Opverall, unlike the Bay Area, OC
wages do not appear to go nearly as far
in compensating for the extraordinarily
higher costs. To attract the best talent
and to sustain their competitive advan-
tages, high costs have to be compensated
largely by higher salaries. The finance
industry in Manhattan, for instance,
pays an average of $323,653 per year.
That is more than three times the salary
that an Orange County counterpart
receives. Similarly, Silicon Valley salaries
are 73% higher than the average wage
in California. Orange County’s wages
are slightly below the California average
(which is skewed by the Bay Area). While
housing costs in Silicon Valley are higher
than they are in the OC, the higher wage
somewhat compensates for that.

Yet OC’s competition is not just from
other high-priced economies. It must
also cope with the rise of fast growing
lower cost areas such as Texas and the
Intermountain West. Orange County’s
housing prices are more than double
those in metropolitan areas (adjusted
for incomes), such as Dallas-Fort Worth,
Houston and elsewhere — and the gap is
getting worse.

This pattern presents an existential
quandary for the region. Most of the
growing areas — such as hospitality,
education and low-end services — pay 3
to 5 times less than technology, profes-
sional business services and manufactur-
ing positions, where the county is either
stagnating or even losing ground.

0C'S CRITICAL TECH SECTOR

Tech jobs are critical because, as we
see above, they pay more, and represent
the likely future of the American high-
end job market. In the race for such jobs,
the OC is disadvantaged due to its lack of
a substantial venture capital and incuba-
tion infrastructure. In Silicon Valley, San
Diego and Boston, there is a formal sys-
tem for generating and nurturing tech-
nology innovation. As smaller, idea-driv-
en companies grow, it is easy for them
to obtain growth capital and ultimately
either become large themselves or be
absorbed into the larger tech companies
that then hire the people to execute. The
major universities in those areas (notably
Stanford and MIT) work closely with
entrepreneurs, incubators and venture
capital firms. In Orange County, that
is not the case. U.C. Irvine (along with
most other UC schools) — despite some
promising recent efforts —is not consid-
ered to have a successful track record of
moving the intellectual property created
within the university environment over
to the private sector to enable growth. As
a result, the larger companies who feed
on innovation from this system have less
of a reason to locate in the OC

Consider the contrast with Silicon
Valley. Y-Combinator, as an example, is
a well-known incubator of early stage
businesses in the Valley. Larger local
companies, like Cisco, work closely with
them to tailor their innovations to meet
their needs. Having the innovators, the
incubators and the acquirers in the same
community creates significant value for
Silicon Valley. This model, which focuses
on the needs of the larger local compa-
nies, does not yet exist in Orange County.

Some might suggest that the OC is
disadvantaged by millennial preferences
for inner-city living. Yet this is a vast
exaggeration, as we can see in the high-
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tech hotbed of the Bay Area. Although STEM JOBS: 2015 CONCENTRATION

San Francisco proper has seen a signifi-
cant boom in high-tech business services
in recent years, the majority of the Bay
Area’s total employment remains more
than 10 miles from the city. Neighboring
San Mateo County still holds more than
five times as many jobs in software pub-
lishing as San Francisco. The Bay Area’s
employment dispersal is even greater
than the national average.

Nationwide STEM employment —
jobs in science, technology, engineering
or math — remains overwhelmingly in
suburbanized areas with lower density
development and little in the way of
transit usage.

Urban areas as diverse and low
density as Raleigh and Durham, North
Carolina; Madison, Wisconsin; Denver;
Detroit; Baltimore; and Colorado Springs
are among the places with the highest
shares of STEM jobs. 7

In southern California, the fastest
growth in STEM employment has been STEM JOBS GROWTH: 2013 - 2015
in the Inland Empire, which starts
from an admittedly low base. But of the
coastal counties, Orange County has the
strongest STEM job growth, expanding
at twice the rate of LA County, despite all
the considerable hype about the emer-
gence of “Silicon Beach.” **

Perhaps more important still,
Orange County, along with San Diego,
boast the highest concentrations of
STEM jobs in the region, roughly twenty
percent above the national average. In
contrast, Los Angeles, in its aim to
become more “urban”, has seen its STEM
job share drop well below the national
average. Clearly, in southern California,
at least, tech growth cannot be correlated
with densification.
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TECH SECTOR:
SIGNS OF WEAKNESS

Despite a strong base, OC’s tech
prowess has been gradually, but inexora-
bly, diminishing over time. This is not a
particularly good sign for the future.

This is especially troubling when we
compare OC to other key competitive
markets. To do this, we use a metric
called a “location quotient”, or an LQ. An
LQ is a ratio that compares the sizes of
industries in certain counties compared
to the sizes of the same industries in the
entire U.S. labor market. An LQ above
1 means that that area’s concentration of
tech employees is greater than the con-
centration of the same industry’s employ-
ees in the entire U.S.

In terms of tech, we compared OC,
depicted in dark red, to critical competi-
tive regions such as Los Angeles, the Bay
Area counties, Seattle, Austin, Boston,
New York and Chicago. By this measure-
ment, the tech LQ for Orange County

TOP 20 METROPOLITAN AREAS:

has eroded, not as badly as Los Angeles,
while key growth areas like Seattle, the
Bay Area and Austin have increased their
relative tech standing.

Particularly disturbing has been the
decline in high tech services. This sector
is increasingly important, and where the
most rapid high-wage growth is tak-
ing place. The technology services area
includes important functions within the
information technology industry, such
as infrastructure design, software design
and quality testing and IT consulting. Its
LQ ranks just 7th out of the 10 measured
regions and lags far behind not just
industry leaders in the Bay Area, but Se-
attle and Austin as well. The OC’s LQ is
still greater than 1, but it has been slowly
declining since 1990.

It is critical to note that OC also fac-
es challenges from lower-cost alternatives,
notably in Austin and other parts of
Texas, as well as Phoenix, Nashville and
other up and coming locales. Over the
past five years, the information industry
growth — which includes a large sec-

Cumulative Growth in Information Jobs, '10 - '15

Orange County creates professional services 9x slower than the top market

18 CENTER FOR DEMOGRAPHICS & POLICY « CHAPMAN UNIVERSTIY



TECH DECLINE LQ

TECH SERVICES LQ

tion of high-tech services — in Orange
County was ranked 25th, roughly in the
middle of the nation’s 52 largest areas. It
registered only 6.7 percent growth since
2010, barely one-tenth the expansion
seen in San Francisco and one-fourth the
growth enjoyed by Phoenix.

HIGH TECH MANUFACTURING.

The surprising bright spot, relatively
speaking, pertains to high-tech manu-
facturing. In the 1960s urban geographer
Allen Scott identified high technology,
including military spending, as mak-
ing OC “one of the most important and
productive centers of the American
production industrial system today”. This
industrial workforce was always highly
skilled, with a much higher ratio of white
collar compared to blue collar workers.

Orange County managed to survive
the post-Cold War economy with large
parts of its tech-centered industrial sys-
tem intact — despite a drop off of aero-
space employment from 42,000 in 1990
to 15,000 now. This occurred in large
part because other sectors of high-tech
manufacturing, such as computers, mass
storage and medical devices picked up
the slack. This performance is far better
than Los Angeles, which is now below the
national average in this significant field.

Orange County’s LQ is depicted
in dark red and has remained stable at
over double the national average for the
past 25 years. Santa Clara, the home of
Silicon Valley remains the clear leader
in tech manufacturing. Its LQ is almost
five times that of Orange County’s and
it has risen steadily since 1990. However,
Orange County is the #3 market, behind
Austin, Texas.

New York, Seattle, Boston, Chicago,
and San Francisco all have a lower con-
centration of tech manufacturing workers
than the nation’s average (and much lower
than Orange County). The area’s tech
manufacturing knowledge infrastructure
could provide a critical advantage to the
county’s broader advanced technology
sectors, particularly as new innovations
allow for more tech manufacturing to
occur here in the United States.

TECH MANUFACTURING LQ
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Overall, manufacturing still plays an
outsized role in developing technological
capacity, particularly in the high value
added sections so prevalent in Orange
County. In 2012, for example, manufac-
turing accounted for 68.9 percent of all
R&D expenditures by U.S. businesses
and employed 36 percent of the nation’s
scientists and engineers, the largest share
of any sector.

FUTURE PROSPECTS

For Orange County to regain its
momentum in tech-related industry,
business, non-profit institutions, notably
universities, the government needs to fo-
cus on how to grow, maintain and attract
firms in this sector.

We believe the prospects for tech
success in Orange County need to be
holistically managed. In Silicon Valley,
for instance, there is a consciously man-
aged eco-system for technology. Educa-
tion, venture finance, networking (both
physical and social), job placement and
idea sharing all happens with the active
participation of technology companies.

That does not appear to be the case
in the OC, although laudable attempts
(such as Octane and Tri-Tech) have been
made in the past. In Orange County, the
pattern has been for leading companies —
Ingram Micro, Vizio, Broadcom, Gate-
way, AST Research, Newport, Kurion
and Oculus — -to be acquired rather
than be acquirers. Part of the problem
stems from the entrepreneurially-driven
culture of Orange County, which has not
resulted in the growth of locally-orient-
ed large companies.

THE LIFESTYLE INDUSTRIES

From its early emergence as “Surf
City” and theme park magnet, Orange
County has demonstrated great strength
in the “lifestyle” industries: the arts,
entertainment, recreation and design.
Altogether these industries account for
roughly six percent of OC employment,
they could meld with the tech sector in
critical ways. Artists, notes Ann Marku-
sen “export significant portions of their
artwork, provide a flexible creative work-
force for employers in cultural industries,
make it easier for all employers to recruit
skilled workers, and invest sweat equi-
ty in neighborhoods”. " Ultimately, art
contributes to a city’s individuality and it
has the power, like stunning topography;,
to attract professionals from all over the
country.

As of 2014, Orange County’s lifestyle,
art, and manufacturing industries are
comparatively stronger than the nation’s
average. Orange County leads in this
area, with an LQ of 1.78, higher than all
other competitive counties in our anal-
ysis. In the selected high end cities, only
New York, San Francisco, Los Angeles
and Seattle also had LQ’s greater than
1. The relationship between each county
from 1990 to 2014 is plotted in the figure
in the graph below.

ARTS POWER LQ

20 CENTER FOR DEMOGRAPHICS & POLICY « CHAPMAN UNIVERSTIY



LIFESYLE INDUSTRY LQ

The arts could play a growing role
in OC’s evolving economy. A recent
study by the Otis Institute estimates the

“creative economy” **in OC at 54,000
jobs. Creative industry employment in
Orange County increased in two of the
last three years, with a robust 5.3% gain
occurring in 2014. Having added nearly
2,700 jobs over the previous year, wage
and salary employment in the county
stood at 53,400 in 2014. Job gains are
anticipated over the forecast period with
employment reaching 58,100 by 2019, a
9.7% increase.

The county’s creative footprint also
extends to a host of other industries
including sporting and athletic good
manufacturing, apparel, shoe and cloth-
ing stores. OC’s unique sun and surfer
culture given rise to a number of life-
styles businesses that cater to those inter-
ests. In fact, Orange County, primarily
Huntington Beach, led the commercial-
ization of surfing into something close
to an industry, including such iconic
surf shops as Hobie, the Frog House, and
Jack’s Skateboards, which all opened in
that beach community in the mid-1950s
through the early 60s.

A mix of clothing and equipment
trends have swept the nation, and many
well-known brands like Hurley, Oak-
ley, Vans, RVCA, Quicksilver, Rip Curl,
PacSun and DC Shoes are headquartered
in Orange County. Like the arts, this

remains an area of relative strength in
the county.

Among the ten counties in our evalu-
ation, Orange County’s LQ ranked 3rd by
the end of 2014, behind the two tradi-
tional lifestyle centers of Los Angeles and
New York. Its trend line since 1990 has
been positive, but has declined somewhat
since the Recession. The arts and lifestyle
industries are still smaller than tech, but
its overall employment has grown since
2004, by 21%. This has seen its share of
the total labor force increase from 2.7%
to 3.2% in that period.

PROFESSIONAL AND
BUSINESS SERVICES:
A CRITICAL SECTOR

Over the past decade, business ser-
vices have emerged as easily the largest
high-wage sector in the United States,
employing 19.1 million people. These
are the white-collar jobs that offer a
ladder into the middle class. Dominated
by administrative services, consulting
and management jobs, the sector also
includes skilled workers in legal ser-
vices, design services, scientific research,
and even a piece of the tech sector with
computer systems and design. Since 2004,
while the number of manufacturing and
information jobs in the U.S. has fallen,
the business services sector has grown
21%, adding 3.4 million positions.”'

This sector — with a $30 an hour
average salary (about 20 percent above
the national nonfarm average) -- contrib-
utes the largest share of high-wage jobs.
Nationwide it employs just under
20 million people. Since 2010 the busi-
ness services sector has grown by more
than 3 percent a year, adding nearly 3
million jobs.”
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TOP 20 METROPOLITAN AREAS:

Cumulative Growth in Professional Business Services, '10 — '15

Orange County creates professional services 3x slower than the top market

In the 1980s Orange County be-
came a favored location for these kinds
of firms, including many Japanese and
Korean companies, many moving to the
Irvine industrial park alone.” But that
edge also seems to be eroding. Orange
County now lags in sector growth behind
both high-cost tech areas such as San
Francisco and San Jose, whose business

PROFESSIONAL & TECHNICAL SERVICES LQ

service employment has jumped by
roughly forty percent since 2010, as well
as low cost alternatives such as Nashville,
Dallas-Ft. Worth and Orlando, who have
also experienced rapid growth.

In contrast, Orange County’s busi-
ness service growth can be best described
as mediocre at 16.1%. It is higher, howev-
er, than Los Angeles’, whose sector grew
only 13.8 percent since 2010, among the
lowest of any large region in the coun-
try. But the overall comparative trend
is not so positive particularly given the
incomes needed to live in this county.
Although OC’s LQ remains somewhat
above the national average, it is well
below the key competitive regions such
as the Bay Area, and New York, and is
losing ground to upstart regions such as
Austin and Seattle.

22 (ENTER FOR DEMOGRAPHICS & POLICY « CHAPMAN UNIVERSTIY



THE REAL ESTATE SECTOR:
THE DOWNSIDES OF SUCCESS

Given its climate and natural ame-
nities, real estate, particularly near the
coast, has long played a central role in
the life of OC As historian Kevin Starr
observed, by the 1980s and 1990s real
estate prices had become “the staple of
cocktail and inner party conversation.”**

But in this case, we might have
too much of a good thing. Compared
to major markets in the United States,
more people in Orange County work in
the real estate, leasing and construction
industries, per capita, than other areas.
As the data below shows, only New York
City has a greater concentration of people
employed in the real estate industry than
Orange County. And, of all the markets
we tracked, it has the most concentra-
tion of employment in the construction
industry.

Given its outsized influence, the
recovery in the real estate sector has
contributed to the recovered sense of a
stronger economy, particularly after the
Recession. There has been some return
of commercial construction, although
well below the remarkable growth levels
experienced in the 1970s, 80s and 90s.>

But the biggest impact of real estate
on the OC economy is in the hous-
ing market. Orange County naturally
appeals to wealthy people, prosperous
immigrants and investors. Yet the area’s
real estate inflation also stokes many
of the region’s problems, as we discuss
below, from economic competitiveness
to growing poverty, a decline in young
workers and rapid aging.

Some OC businesspeople seem to
see real estate values as the ultimate
talismans of prosperity, mistaking higher
real estate prices for an actual produc-

tive economy. OC’s “boom”, in fact, may

be more about asset appreciation than
growth in high wage jobs.

Fundamentally these high prices,
along with generally modest income
gains, are making life difficult, par-
ticularly for middle and working class
families. A recent study we conducted
for Chapman University’s Center for
Demographics and Policy, which ranked
regions by their environment for young,
middle class families, found the Los An-
geles region, including Orange County, at
102nd out of the 106, for areas with more
than 500,000 population.>®

At the same time, relatively little
new housing is being built not only in
Orange County but across all of South-
ern California. Many of the area’s most
attractive to companies relocating out of
the region — for example, Texas — have
been building housing at a far faster clip.
In 2014 Houston and Dallas-Ft. Worth,
with a population roughly one-half of
Los Angeles-Orange, have issued some-
where close to two times as many new
permits.

Much of the blame here can be
ascribed to California’s convoluted, and
highly ideologically driven planning
system. The state’s desire to force ever
more density, and limit development on

REAL ESTATE & RENTAL LEASING LQ
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the urban periphery, is well known to
developers. Yet these policies have not
even sparked a high rate of construction
of multifamily units, outside of Silicon
Valley. OC’s rate is well below national
levels, much less those in the Texas cities
and other low-cost competitors

Some suggest that the solution to the
affordability crisis here is high —density
housing, however, as we point out below
such housing is far more expensive on a
per square foot basis. The cost per square
foot for townhouses can be as much as
double that of detached housing, while
high rise housing can be more than six
times the cost of detached housing.

As disappointing as the multi-fam-
ily picture appears, it is worse for single
family homes. This form of housing is
vastly preferred by most buyers, particu-
larly families. Last year Orange generated
1.2 permits per 1000 residents, more
than twice as many as Los Angeles, but
less than half the national average. In
contrast Dallas-Fort Worth produced 3.6
and Houston 5.9; overall Texas is cre-
ating roughly four time as much single

family housing per thousand than Cali-
fornia. Given the trajectory of state poli-
cies, it is highly unlikely that many new
projects with this kind of product— even
well-designed ones— will be approved in
the coming decades.””

Of course the biggest “losers” from
the inflation of real estate are working
class renters. Los Angeles rents are
already among the highest in the county
relative to incomes, and the OC is not far
behind.*® If one full time worker rents
a two-bedroom apartment in Orange
County they can expect to spend over
40% of their income on rent.”

DEMOGRAPHIC CHALLENGES

In the 21st Century, the key arbiter
of economic growth lies with the skills
of the workforce. The late futurist Alvin
Toffler predicted in 1980 that the com-
panies, whether in factories or offices,

“would require workers capable of dis-
cretion and resourcefulness rather than
rote responses.” By this, Toffler was not
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Orange County in Context ® US Census Bureau data

merely talking about piling degrees upon
degrees, but in finding people capable of
thinking for themselves.

This is particularly relevant for areas
like Orange County, that have high costs
and exist within strong regulatory envi-
ronments. The only way to support these
high cost economies — as we can see
in of the Bay Area, as well as places like
Boston and Seattle — is through entre-
preneurial guile and innovative skill; be-
ing ordinary does not work unless a place
offers lower costs, possesses great natural
resources (and is willing to exploit them),
or a critical strategic location.

HOW OC STACKS UP IN SKILLS:
BETTER THAN MOST, BUT LESS
THAN THE SUPER-STARS.

In trying to ride the information
economy wave, Orange County faces
severe pressure from two sources: tradi-
tional innovation centers, such as Boston,
Austin, Seattle and the Bay Area, and
emerging lower cost, less regulated alter-
natives in the Intermountain West, Texas,
the southeast and even the Midwest.

In the context of southern California,
OC remains relatively strong, boasting
a share of college educated workers
(among those 25) of 40.1 percent, five
percent higher than Los Angeles County
and six percentage points ahead of the
state. This rate is more than double that
of the Inland Empire.
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OC’s share of engineers in its work-
force is above the national average, and
much above Los Angeles, whose concen-
tration is now below the national aver-
age, and falling. But OC’s engineering
metrics are far lower than that of Santa
Clara, the center of Silicon Valley, San
Diego and Austin. Perhaps more disturb-
ing, the area’s growth in engineers since
2007 — 4 percent — lags behind many
key competitor regions, including San
Francisco, New York and San Diego.

CONCENTRATION OF ENGINEERS, 2016

CHANGE OF ENGINEERS, 2007 — 2016

POPULATION AND
MIGRATION TRENDS

The days of rapid population growth
in Orange County are over. The popula-
tion growth in the past 9 years has been
only 1%. Slow population growth seems
in store for all of Southern California,
with the exception of the Inland Empire.
Like Los Angeles, Orange County’s pop-
ulation is growing slower than the state
and national average — 0.7 percent a year
since 2000. Given the area’s high housing
prices and less than optimal economy,
there is little reason to expect that this
trajectory will change in the near future.
In contrast, places like Dallas-Ft. Worth
and Austin are growing three times or
more as fast since 2000.

This movement to lower density (and
lower cost) cities contradicts the core
beliefs of our planning elites — and some
allied business interests as well — that
people are generally more attracted to
dense, urban areas. Between 2000 and
2015 Los Angeles County has lost rough-
ly 1.4 million domestic migrants while
Orange County declined by 250,000.

In contrast, the Inland Empire gained

a half million people, many from the
coastal counties. Since 2010 this trend
has continued, although at a slower rate.
Net in-migration for “sprawling” regions,
notably in Texas, has been even greater.”

These patterns are evident when
looking at trends in southern California.
In contrast, Los Angeles’ rate of out-mi-
gration continues to be substantially
higher than that of the OC. Last year
over 60,000 more domestic migrants
left denser Los Angeles than came while
Orange County lost a more modest
10,000 residents. Once again the Inland
Empire — the heartland of “sprawl” —
expanded by 7,000, a modest uptick but
quite vibrant compared to the rest of
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the region. If high density urbanization POPULATION CHANGE
associated with Los Angeles is attractive

to most migrants, this is not evidenced in
the Census data.

The shift to less dense regions can
also be seen by looking at migration
in and out of OC. Using IRS figures,
we have identified which parts of the
country people are coming to and from
where between 2000 and 2014; people are
coming here from dense counties in the
Northeast Corridor (New York Wash-
ington, Boston and Philadelphia), as well
as Chicago and Detroit areas and, most
of all, Los Angeles. In contrast, exiting
Orange County residents primarily head
to lower cost, less dense locales, most
notably the Inland Empire, Phoenix, Las
Vegas, the Salt Lake region, along with
the growth cities of Texas” “triangle”
which includes Dallas-Ft. Worth, Hous-
ton, San Antonio and Austin. Based on
analysis of IRS migration figures to and
from Orange County by Aaron Renn,
senior fellow, Manhattan Institute for
Policy research.

The trend towards dispersion also
can be seen as well within the OC. In
fact, many communities in the more
urban northern core of the county have
experienced virtually no or low popula-
tion growth since 2,000. The majority of
growth was concentrated south of the
55, in an arc that spreads to parts of
Costa Mesa and Newport Coast to the
extreme south end towards San Juan
Capistrano, Laguna Niguel, Dana Point
and San Clemente.

NET DOMESTIC MIGRATION

NET DOMESTIC MIGRATION, 2014 — 2015
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AN EVER MORE DIVERSE COUNTY

In 1950, just at the beginning of its
spectacular growth spurt, Orange Coun-
ty was largely white. The 1950 census
indicated a non-white population of only
1.3 percent. However, Hispanics were not
separately enumerated.”

CHANGE IN FOREIGN BORN

Over the years there has been resis-
tance to changing demographics — in
1993 the OC Grand Jury called for a
three year ban on all immigration — but
nevertheless the county has become
increasingly diverse.” In 1970, when the
Census counted Hispanics and non-His-
panic whites separately for the first time,
80.0 percent of residents were non-His-
panic white, with Hispanics accounting
for just 13.6 percent of the population.*
By 2014, the non-Hispanic white pop-
ulation dropped to 43.0 percent of the
population, while the Hispanic share
rose to 35.3 percent.”

The OC has not only become more
diverse, and immigrant-oriented, but is
doing so more rapidly than the national
average. Since 2010, Orange County’s
foreign born resident population has ex-
panded faster than the national average,
and far faster than Los Angeles.
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THE RISE AND DISPERSION
OF ETHNIC ‘VILLAGES'

The largest concentrations of foreign
born population, 30 percent or more,
stretch from an arc that goes from the
communities along the LA county line
extending through such communities
as Anaheim, Garden Grove, La Palma,
La Mirada, Westminster, Orange and
Santa Ana all the way south to Irvine and
Newport Coast.

Two groups dominate OC’s emerging
multi-racial economy — Latinos and
Asians. Orange County, of course, always
possessed a significant Hispanic popu-
lation. But the area’s Latino growth rate
since 2000 has been roughly 50% greater
than Los Angeles. This may reflect the
region’s quality of life and economic
vitality compared to that of its larger
northern neighbor. Since 1970, Orange
County’s Hispanic population has grown

by 960,000, nearly 20 times as much as
much as the white population growth.*

Santa Ana remains the epicenter of
Latino OC — with a 78 percent Hispan-
ic population. Other OC cities, such as
Anaheim, Costa Mesa, Orange, Fullerton
and Garden Grove also have Hispanic
populations constituting 35 percent or
more of the total population.”

CHANGE IN HISPANIC POPULATION
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The growth of the Asian population
has also been, if anything, more rapid.
One critical turning point was the arrival
of the Vietnamese after the fall of Saigon,
which turned Westminster from a sleepy
town to one of the largest settlements of
Vietnamese outside the mother country.
More recently large Asian populations,

CHANGE IN ASIAN POPULATION

notably Koreans and ethnic Chinese, ar-
rived in significant numbers, motivated
by both quality of life concerns, notably
education, and economic opportunity.”’

Since 2000, Orange County’s Asian
population has been growing at roughly
three percent annually, roughly 50%
faster than Los Angeles County. The
OCs rate is roughly equal to that of such
Asian migration centers as Santa Clara,
San Francisco and New York. Overall,
Orange County, is the nation’s fourth
most heavily Asian county over one mil-
lion, at roughly 20 percent, and has the
largest share among counties with more
than 2,500,000 population. The Los An-
geles County Asian share of population is
only 14 percent, considerably lower than
Orange County’s.

Even as they change the ethnic cul-
ture of the OC, the foreign born continue
to reinforce the “post-suburban” model
existent before they arrived. Geographer
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Ali Modarres notes that the foreign born
population is growing most rapidly, not
in the traditional immigrant hubs, but
towards the newer, once overwhelmingly
native born, communities to the west and
south of the country.

These ethnic communities and “vil-
lages” are reshaping the culture map of
the region.’® These range from the heavily
Vietnamese band from Westminster to
Garden Grove, to the expanding “Little
Korea” in the same area, the thriving Lit-
tle Arabia in Anaheim and the El Centro
Cultural de Mexico, located in Santa Ana.
The Orange County Night Market brings
a distinctly Asian institution to the area
while the Packing House in Anaheim
offers a broad array of cuisines from the
OC’s increasingly diverse population.”

THE CHALLENGE OF POVERTY

High poverty rates in OC reflect
the confluence of higher housing prices,
and rents, with stagnant income gains.
Homelessness in the OC, which rose five
percent in the last two years, now aftlicts
over 15,000 country residents.*

Overall, the Orange County pov-
erty rate, without adjusting for the cost
of living, is well below the national and
California average. But adjusted to the
cost of living, the rate rises consider-
ably; from around 12 percent to over 22
percent, approximately the state average.
That Los Angeles county does even worse,
well over 26 percent, should not regarded
as a badge of honor. In fact, due to the
differences in housing prices, Orange
County, despite its wealth and large
affluent population, actually has a higher
poverty rate than the historically more
plebeian Inland Empire.

The slow growth, or in some cases,
the shrinkage of high-wage employment,
including in blue collar sectors, has

created something of a “perfect storm”
for growing inequality. The gap between
rich and poor has expanded 16.7 percent
since 2007, a reflecting of an economy
where more jobs pay low wages."

OC’s poverty problems have been
further examined in an exhaustive study
released last year by United Way. Fac-
toring in all transportation, housing and
food costs, United Way estimates that 29
percent of Orange County family house-
holds can barely “get by” and meet their
basic costs. This is slightly below the state
average of 31 percent and 37 percent for
Los Angeles County but significantly
higher than in other high-cost areas such
as San Francisco, Marin, San Mateo, San-
ta Clara and Ventura counties.*

Poverty in Orange County may not
be as extreme as in Los Angeles — home
to the five of the worst neighborhoods
cited in the United Way “real cost” study.
But many OC communities such as areas
of Anaheim, Garden Grove and Santa
Ana, forty to fifty percent of the popula-
tion earns annual incomes below $50,000
annually.* Geographer Ali Modarres
provided us a map of what the “geogra-
phy of inequality” is in Orange County,
much of it covering large swaths of the
northern and central county.

COST OF LIVING ADJUSTED POVERTY RATE

0C MODEL: A Vision for Orange County's Future 3]



PREVALENCE OF POVERTY AMONG HOUSEHOLDS STRUGGLING TO GET BY

Median Family Income

B Lcts ran 550,000

B 550000 - 574089
$75,000 - 559,999

B 5100.000 - 149,000

I 750,000 or higher

Bowcs Cemua, ACDH 2074 (5-Yau Eslrmsie)

32 CENTER FOR DEMOGRAPHICS & POLICY « CHAPMAN UNIVERSTIY



Percent Population over 65

B oo ran 0%

B o-1uw

15-19.99
Bl o-an
| ERrL

Bowee Comus, ACH 2094 (5-Yaur Edlmasle)

MILLENNIALS, THE FUTURE WORK-
FORCE AND THE GRAYING OF OC

Southern California, particularly Or-
ange County, long has been seen as a land
perpetual youth. Yet in reality the county,
is becoming increasingly geriatric. Until
the past decade, waves of both domes-
tic and foreign migrants kept southern
California’s population relatively young.
This is now changing, and dramatically.
By 2040, among California metropolitan
areas of more than 1,000,000 population,
Orange County is projected to reach
the highest ratio of senior citizens to
working age population in the state, well
above the national average.**

This trend is most marked in those
parts of OC that have the highest home
prices, and thus have become unafford-
able for young and even middle aged buy-
ers. These include communities such as
Villa Park, the Tustin Foothills, Newport

Beach, Laguna Beach and San Clemente
that have among the highest housing
prices in the entire country.

In the process, many of these com-
munities are rapidly evolving into what
some demographers refer to as NORCs —
naturally occurring retirement commu-
nities. Newport Beach and San Clemente

OLD AGE DEPENDENCY RATIO: 2015 & 2040
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CHANGE IN AGE 25—34 POPULATION

lead the oldster wave. Over 20 percent

of Newport Beach residents and 18.6
percent in San Clemente are already 65
or over, figures well above the county, re-
gional, state and national norms. There is
also rapid aging even in immigrant-rich
areas like Santa Ana, Westminster and
Garden Grove.

The rapid aging of OC could well
determine our future. Older popula-
tions vastly prefer to prefer stay in their
homes, which has the effect of reducing
the supply for younger people, includ-
ing the very service workers they tend

HIGHEST SHARE GROWTH RATE: AGE 2534

to require.* Older people may also be
more interested in preserving wealth
than creating it; for them high housing
prices — particularly given Proposition
13 protections — serve as a hedge against
old age. They also tend to be less enthusi-
astic about spending for younger people,
and more for themselves.*

Perhaps most damaging, the aging
of OC hampers steps to reignite a strong
entrepreneurial growth economy. The
need to improve education and build new
infrastructure tends to be less persuasive
when one’s children have grown and
move away, as evidenced by the strong
vote against a 2014 school bond by res-
idents of aging Villa Park. As is already
evident in western Europe and Asia,
aging demographics can affect political
outcomes.”

Proposition 13’s property-tax control
may explain why so many older prop-
erty owners feel they can stay in their
communities, since they pay minimal
property taxes, something that often
leads to migration of seniors in other
areas. Seniors have made their bed in the
nicest parts of the California, and seem
determined to stay there, even if their
own kids will never be able to live there.
Aprés moi, le deluge!

MILLENNIALS AND THE
FUTURE WORKFORCE

Just as high prices help some seniors,
and other property owners, they threaten
the future workforce needed to maintain
the county’s competitiveness. Since 2000,
Orange County’s 25 to 34 population has
expanded at a slower rate than Cali-
fornia, the Bay Area and the rest of the
nation. Its growth has been far slower
than the burgeoning Texas cities, as well.

Nor is this pattern applicable only
to less educated people, who might feel
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that there is more opportunity in lower
cost areas like Texas. Since 2000 OC’s
growth rate among college educated peo-
ple 25 to 34 has been well below both US
and California norms, and considerably
less than the Bay Area, Los Angeles, and
the Inland Empire. It also lags far behind
the big Texas regions.

Surprisingly, the big winner in the
Southland is the least “hip and cool” por-
tion — the Inland Empire. Since 2000 the
Inland Empire gained more than 170,000
millennials compared to barely 40,000
for Los Angeles and half that for Orange
County. Young people are characterized
as being more likely to prefer core cities,
but their actual numbers are far smaller
than many imagine.

Even within Orange County, the
areas that have seen the strongest growth
in millennials, both in absolute numbers,
have not been in the higher density north,
but in places like Irvine, Tustin and Yor-
ba Linda while declining in such places
as Newport Beach. Millennial migration
patterns may not be exactly what many
assume.

Yet overall, millennials are leaving
the county at alarming rates. They make
up roughly 26 percent of the population
but nearly half of those leaving.*® Once
again, a contributing factor is high hous-
ing costs coupled with mediocre high
wage job gains. Overall Orange County’s
housing affordability for the median
household has dropped from 45 percent
in 2012 to 18 percent in 2016.*

Some suggest that these issues don’t
impact millennials who presumably
do not seek suburban homes and are
uninterested in homeownership.* This
conventional wisdom is way off the mark,
according to surveys by Frank Magid
and Associates, the Conference Board,
the National Association of Homebuild-
ers and even the Urban Land Institute.
Most millennials, when asked their pref-

MILLENNIAL LIFE STYLE CHOICES

Compared to older generations

erences, seek single family homes, mostly
in suburban settings, over permanent
residence in the city.” Indeed, when
millennials do purchase homes, albeit
usually outside high cost areas like OC,
roughly 80 percent are for single family
homes, the signature residential form of
suburbia.”

The aspiration to own a home is de-
terminative for many, if not most, young-
er people. The conventional wisdom
holds that millennials are uninterested in
home ownership, yet they remain about
as interested in homeownership as older

CHANGE: BA OR GRADUATE DEGREE: AGE 25-34
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generations.” The problem facing them is
cost relative to incomes which is why the
Los Angeles metropolitan area, which
includes OC, now (2014) has the lowest
homeownership rate of the 53 metro-
politan areas with more than 1,000,000
population, at 48.3 percent, the only
major metropolitan area with a home
ownership rate of less than 50 percent.
Orange County has a higher home own-
ership rate of 57.4 percent, but still would
rank it at 47th lowest in homeownership
among the 53 major metropolitan areas,
if measured on its own.>

This decline in prospects for home
ownership even applies even to highly
skilled workers. A biomedical engineer,
for example, earns a median salary that
does not quality one for a median priced
house in the OC Other skilled professions,
such as registered nurses, computer pro-
grammers and teachers do even worse. *

Finding ways to accommodate the
aspirations of millennials will be crucial.
Building more dense housing may be a
short-run solution, but as the generation
ages the percentage who wish to live in
dense urban environments drops precipi-
tously, as demonstrated by research from
economist Jed Kolko. *

We could be faced with a future, as
suggested by economist Chris Thorn-
burgh, of OC as “a country club” region.
That may well appeal to older, affluent
residents, but it cannot be good news for
companies who need new employees if
they wish to grow and expand here.”

This can be seen in some recent relo-
cations out of southern California. Albert
Niemi, Jr., dean of the Cox School of Busi-
ness at Southern Methodist University
has reported that the biggest reason why
Toyota left Torrance for the Dallas-Fort
Worth area is housing costs. What is a
great boon to property owners may prove
a tremendous dis-incentive for business
locations.®

Corporation relocation expert Joseph
Vranich, of Spectrum Location Solutions
documents more than 1,500 business
known disinvestment events over the
last seven years. Orange County had
the second most known business dis-
investments, with Los Angeles County
having the most.” That the Bay Area,
with even higher prices, has not lost as
much says something of the OC dilemma
of being caught between more vibrant
high cost economies and faster growing
low cost ones.®

Long term, even the Silicon Valley
could prove vulnerable to high housing
costs, according to a recent report by the
California Legislative Analyst (LAO). In
a 2014 survey of more than 200 business
executives conducted by the Silicon
Valley Leadership Group, 72 percent of
them cited “housing costs for employees”
as the most important challenge facing
Silicon Valley businesses.®" A recent San
Jose Mercury survey, for example, found
that upwards to a third of Silicon Valley
residents seek to leave soon, largely due
to residential home prices.”

There is, of course, a limit to what a
local or regional community can do to
attract and maintain businesses and jobs.
The State of California is known widely
in the business community as having
a regulatory and tax environment that
adds significant cost and complexity to
doing business. However, the fact that
state officials and business people are at
least discussing this issue is encouraging.
That discussion needs to be replicated at
the regional level.

A FORMULA FOR THE FUTURE

Drawing from the data presented in
this report, the obvious question becomes,
“What does the path forward look like?”
As we stated at the start, we need to reset
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the focus of Orange County towards jobs
creation through attracting and nurtur-
ing higher wage employers. Real estate
values may go up or down, but funda-
mentals — companies, people, goods,
services — are what really add value to
the region, which, in turn, supports
property prices.

There is no mystery on what to do.
Regions that thrive, as Jane Jacobs ob-
served forty-five years ago, export more
in goods and services than they take in.
Speculation in real estate rewards largely
the ownership class; but what is really
needed, particularly for the new genera-
tion, are investments in export-oriented
skills such as high tech factories, software
design, and the creative industries.”

How do we build such an economic
strategy? In Silicon Valley, notes Anna
Lee Saxenian in Regional Advantage,

a critical element of success lay in

a “surprising degree of cooperation
among companies, almost Japanese in its
closeness.” This network extends also to
investors, attorneys, and other business
service providers. Government did not
lead the charge, but worked, at least ini-
tially, not to impede it. Most players had a
strong sense of a common goal: to make
the Silicon Valley an epicenter of high
end economic opportunity. They largely
succeeded.”

Such an effort requires a collective
will that draws commitment not only
from expected economic gain but from
a genuine sense of pride in “place”. It
should not be so difficult for start-ups
here to keep their talent from heading
north to Silicon Valley or for other indus-
tries to see key employees from heading
either to high prestige locales like New
York or to more affordable ones.*

The challenge ahead, as we see it, is
to find a way to compete both with top
tier economies such as Silicon Valley, the
Puget Sound region and New York —

3 KEY DRIVERS FOR ATTRACTING
BUSINESSES AND JOBS TO A COMMUNITY

and at the same time offer enough of a
value proposition to meet the challenge
from up and coming lower cost regions
such as Phoenix, Dallas-Ft. Worth, Salt
Lake City, Raleigh and Austin. The nature
of this challenge is illustrated in the
above graphic.

THE SIREN SONG OF URBAN
“DENSIFICATION"

The prevailing conventional wisdom
among urban planners and economic
development groups maintains that to
succeed Orange County needs to aban-
don its previous pattern of multi-polar
growth and adopt “the concentrated
density” strategy, such as is being im-
posed in neighboring Los Angeles. Their
implicit assumption is that if we look
more like New York and San Francisco,
we will be able to attract the same kind
of jobs. Yet, as we have shown conclu-
sively this approach has not done well in
Los Angeles, and, overall, its utility is far
from the universal salve purported by its
advocates.*
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EMPOLYMENT ACCESS: All Modes

Similarly, the notion that our dis-
persed urban form and economic growth
are incompatible is simply wrong.” One
does not have to travel far to see this: Ir-
vine and Silicon Valley, as well as places
like Bellevue, outside Seattle and Irving,
a Dallas suburb—have higher job-to-resi-
dent-worker ratios than their closest core
municipality.®® This dispersion of work
applies even in the oft-cited model for
urban density, Portland, Oregon, where
all the net new job growth was clustered
in the lower density suburb and exurban
areas between 2000 and 2014.” Indeed,
more than 80% of employment growth
from 2010 to 2013 was in the newer sub-
urbs and exurbs.”

BOOSTING MOBILITY

Effective transportation, both for
people and freight, (mobility) is an
important foundation of economic
growth and prosperity. In the past Or-
ange County has done well, particularly
compared to Los Angeles, in keeping its
road system relatively strong. This makes
sense since given that in the Los Angeles
metropolitan area, cars also account for
approximately 98 percent of personal
travel, with a more than 99 percent share
in Orange County.”

A recent, poorly thought out Orange
County Grand Jury suggests develop-
ment of a light rail system in the County.
The report starts with the fundamental
error of a density comparison between
Los Angeles and Orange County not ad-
justed for the huge amount of uninhab-
ited land in the mountains and desert of
northern Los Angeles County and does
not examine the failure of urban rail to
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generate an increase in transit ridership
over the past 30 years.”

Urban rail, to be sure, works well in

“transit legacy cities,” (New York, Chica-
go, Philadelphia, San Francisco, Boston
and Washington) — New York subway
accounts for all of the national transit
ridership increase over the past decade.”
But in most of the country, particularly
regions that have grown most since 1950,
most commuting areas are reached near-
ly exclusively by car.”* Massive invest-
ment in rail transit in Los Angeles, much
celebrated around the country, has done
nothing to change the share of travel by
automobile — despite expenditures of
more than $16 billion.  In fact, the LA
Metropolitan Transportation Authority
(MTA) transit system carries fewer riders
today than it did before the first rail
line was opened, despite a population
increase of one-fifth.” Nor has the rail
investment curbed traffic; the journey to
work times in OC are lower than those in
Los Angeles, and even much better than
those in transit dependent places like
New York.

Clearly massive expenditures on
light rail or trolley may well be ill-ad-
vised. This can be seen by examining
the Anaheim Regional Transportation
Intermodal Center (ARTIC). This transit
station, with its innovative architecture
cost nearly $190 million, but has seen its
usage fall at least 75 percent short of pro-
jection. It was to have been self-support-
ing, but is reportedly requiring subsidies
for day to day operation.”

Planned streetcar projects, to be built
partially in response to the incentive of
federal funding, also promise little in
increased transit ridership. For example,
the proposed Santa Ana to Garden Grove
streetcar line would add a maximum
of 3,000 daily transit riders in Orange
County. This increase, which would re-
quire a capital expenditure of nearly $300

million would add, if expectations are
met, only two percent to transit ridership
in the county.”

Given the current infrastructure and
realities, maintaining and expanding
the current road system should be given
a higher priority. At the same time, we
should look at how to maximize the effi-
ciency of this infrastructure by encourag-
ing other mobility options — Uber-like
services, dial-a-ride, expanded express
bus services — that have far greater utili-
ty in a dispersed region like this.”

BUILDING ON THE OC MODEL

Government has a critical role to
play in nurturing the OC economy, but
would be better off focusing on those
things that offer the best return to the
economy and the people who live here.
Government programs can, and should
help to provide a growing pool of avail-
able talent. Public schools are a primary
source of advantage for much of Orange
County, and should remain a govern-
ment priority. Using Census and Califor-
nia Board of Education statistics, Orange
County public schools outperformed the
state average in such things as graduation
rates, college attendance and advanced
placement by a wide margin, and did
even better compared to neighboring
Los Angeles County.”

Other big issues could loom even
larger, notably water, where both con-
servation and desalinization may prove
the key to the area’s long-term future,
particularly if we enter, as some believe,
a period of extended drought.* Steps,
including an expansion of desalinization
plants, should be the priorities of the
public sector, if they are interested in
long term economic growth.

Yet whether in terms of transpor-
tation or urban planning, any workable
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strategy needs to be tailored to Orange
County’s realities. Rather than seek to
force all the county to densify, we should
instead encourage a multiplicity of
smaller, distinct and interesting districts
like Anaheim’s Packing House, Costa
Mesa’s OC Mix and Lab, the Performing
Arts District the Irvine Spectrum, as well
as the revived old downtowns of Santa
Ana, Laguna Beach, Orange, Huntington

Beach, Fullerton, Yorba Linda and others.

This vision, built on OC’s existing
model, requires the development of a
strategic growth plan, preferably led by
the business community, but in conjunc-
tion with both the public and non-profit
sectors.

HOUSING, POLICY AND
DEMOGRAPHIC IMPERATIVES

Housing may present the most dif-
ficult challenge facing Orange County’s
growth. In the period following World
War II to the early 1970s, housing was
little more expensive in OC and Cali-
fornia than in the rest of the nation.*
Since that time housing has continued to
become far more expensive, threatening
middle-income lifestyles and making the
state and the county far less attractive to
domestic migrants, despite the incompa-
rable physical attractions.”

To impact these trends, California
planning policies need to change, but
this seems unlikely to change in the near
future. Indeed, the state regulatory envi-
ronment seems poised to do the opposite,

with ever stricter controls being imposed.

Regulatory reform, not more of the same,
is critical to bringing down house cost,
particularly by opening land to develop-
ment where possible and stream-lining
the process of getting approvals.*

Perhaps the best chance for new
development, particularly for single fam-
ily housing, will be the Inland Empire,
where so many people commute to Or-
ange County from. This could enhance
Orange County’s housing affordability,
and ease the recruitment and retention
of younger workers.

It is important to acknowledge that
apartments, whether rented or owned,
are not “substitutes” for single family
housing, particularly for young fami-
lies. Areas that are dominated by single
family residences, both here and around
the country, often resist move to impose
more density on their communities.* In
many cases, more intelligent, planned
single family and townhouse develop-
ments may be more attractive to locals
and better fit market needs.*

IN THE END, IT'S ALL ABOUT
THE ECONOMY — AND A VISION.

Given the likelihood that housing
prices will remain high, certainly by na-
tional standards, Orange County’s future
prosperity will depend on the creation
of high-wage, high-skill jobs. This is an
area where, as Chapman’s Jim Doti has
pointed out, and we have reaffirmed, the
County is now falling behind — both
compared to elite regions like Silicon Val-
ley as well as the up-in-comers in Texas,
the South and the Intermountain West.

To be sure, Orange County is not
failing in the way we associate with a city
of Detroit, or even Los Angeles. But the
county’s momentum has slowed and may
be even deteriorating. Eventually this
will impact real estate inflation, which is
the primary source of the area’s oft-cited

“boom”, creating nearly one-third of all

new jobs in 2014.%
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Theoretically Orange County could
follow the current real-estate dominated
pattern for several years. Yet ultimately
the real estate sector cannot carry the
economy, particularly outside of the
coastal areas which, due to their climate
and natural beauty, can lure the ul-
tra-wealthy here and abroad.* Our con-
tention is that once this narcotic wears off,
the county will be faced with some dire
choices about its long term trajectory.

We believe the people and businesses
of Orange County deserve an approach
that gives the next generation an oppor-
tunity for a future here. The enormous
attractions of the area — family neigh-
borhoods, a glorious climate, attractive
topography, diversity, a relatively well
functioning freeway system and good
schools—still exist. What is missing now
is a strategy to expand high wage job
sectors, particularly in areas such as data
analytics, technology, business services,
precision manufacturing as well as arts
and design.

We do not pretend that we know all
the answers to Orange County’s challeng-
es, but it is clear that the county as of now
lacks a compelling strategic vision. To be
sure, there are sporadic efforts in import-
ant areas, such as improving roads or
developing the arts, but far less emphasis
on building up the image of area as a vital,

creative business center. This is made
more difficult by the lack of major media,
particularly electronic, in the area. For all
of its technological resources and cultur-
al dynamism, the world seems to know
little of our county’s potential outside of
Disneyland, the libidinal appeals of Real
Housewives and the enduring appeal of
the surfer culture.

There even seems little knowledge
of what the people who live here actual-
ly want, or what companies who could
potentially re-locate to Orange County
might need. It is doubtful that many of
the approaches now being pushed —
notably massive densification — would
resonate with either companies or
citizens. Our economic potential seems
largely invisible to the outside world.
This could be dangerous in an increas-
ingly competitive world in which other
regions, and countries, market and study
themselves, and sometimes even con-
front unpleasant truths.

Ultimately, we have to recognize that
our next phase of growth — if it is to
occur — will not occur organically as it
did in previous decades. Market condi-
tions have changed considerably. High
paying jobs (the only way people can
afford to live in high cost houses, such as
in the OC) are increasingly scarce. Many
regions in the country and around the
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world are targeting these jobs, and most
have far lower costs.

At the same time our high end
competitors, such as New York, offer a
panoply of services, from consulting to
plan the costs, logistics and tax breaks
for a business to free employee recruit-
ment, to incubators and workspaces, to
access to financial and funding sources.”
Similar approaches can be seen in both
In the San Francisco area as well as in
the increasingly competitive Puget Sound
region. *°%

In contrast, Orange County seems
to lack an outward-focused set of ser-
vices, consulting, finance or marketing
campaign to attract companies.”” Overall
there seems to be little focus on recruit-
ing new businesses to the area, as we see
from many competitive markets.

Ultimately there is no fundamental
reason why Orange County cannot com-
pete successfully with rival regions. None
of our competitors — from Dallas-Ft.
Worth, Phoenix and New York, to Shang-
hai, Bangalore or London — possess what
we have in terms of climate and quality of
life. Yet what those regions outperform-
ing us seem to possess is a vision about
their future and the moxie to promote it
to the rest of the world. These are charac-
teristics that the OC also needs to adopt,
if it wishes to move forward and not
recede, like some aging but still attractive
dowager, into long-term stagnation and
eventual decline.

“Ultimately there is no

fundamental reason why

Orange County cannot

compete successfully
with rival regions.”
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Design Notes

OC MODEL: A Vision for Orange County's Future and the graphics utilize the following:

To achieve visual harmony a modified version of the grid Jan Tschichold conceived for his book Typographie
was employed.

MINION PRO Chapman’s serif family, is a digital typeface designed by Robert Slimbach in 1990 for Adobe
Systems. The name comes from the traditional naming system for type sizes, in which minion is between
nonpareil and brevier. It is inspired by late Renaissance-era type.

FUTURA is one of Chapman’s san serif family. Futura is a geometric sans-serif typeface designed in 1927[1]
by Paul Renner. It was designed as a contribution on the New Frankfurt-project. It is based on geometric
shapes that became representative of visual elements of the Bauhaus design style of 1919-33. Futura has an
appearance of efficiency and forwardness. Although Renner was not associated with the Bauhaus, he shared
many of its idioms and believed that a modern typeface should express modern models, rather than be a
revival of a previous design. Wikipedia

Front Cover and inside front cover: courtesy of Orange County Archives
Back Cover, inside back cover, page 41 and 42: Lamb Studios, Tom Lamb

Book exterior and interior design by Chapman University professor Eric Chimenti. His work has won a Gold
Advertising Award, been selected for inclusion into LogoLounge: Master Library, Volume 2 and LogoLounge
Book 9, and been featured on visual.ly, the world’s largest community of infographics and data visualization.
He has 17 years of experience in the communication design industry. To view a client list and see additional
samples please visit www.behance.net/ericchimenti.

Professor Chimentiis also the founder and head of Chapman’s Ideation Lab that supports undergraduate and
faculty research by providing creative visualization and presentation support from appropriately qualified
Chapman University undergraduate students. Services include creative writing, video, photography, data
visualization, and all aspects of design. The students specialize in the design and presentation of complex
communication problems.
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