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FOREWORD

This study focuses on assessing basic economic variables that
may have influenced the decline of manufacturing in the City of San
Francisco. The analysis streesses manufacturing because this sector
has provided the largest number of opportunities for blue-collor workers
(defined here as the skilled, semiskilled, and the unskilled). In 1960,
for example, the manufacturing sector in the six-county San Francisco-
Oakland Metropolitan Area employed about 38 percent of all the males
in these occupations.

The implication of the reduction in jJob opportunities in manu-
facturing is two-fold. It hes meant that for persons with few skills
this port of entry to the job market has diminished in actual size in
San Francisco. It hus had a direct effect on workers whose actual
Jobs have been eliminated because of plant shutdowns in the city.

Either effect could create a policy issue. In the first case, migrants
to the city who had hoped to find jobs in manufacturing could enlarge
the unemployed group if they do not fit into other sectors of industry.
In the second case, workers affected by the Jjob elimination, if they are
not to remain unemployed, are faced with several alternatives. They can
move or commute to areas where blue-collar opportunities are available;
or, they can try to find Jobs in local industries that are expanding.
Making the latter choice could involve an occupational shift that mey
either be difficult to achieve in the short run or may not be feasible

from the worker's point of view. For example, the employment growth
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in San Francisco has centered in those industries that are major users
of white-collar workers.

The framework of analysis developed by Mr. Flanagan provides a
background for understanding the magnitude and the nature of the
industrial job problem in San Francisco.

In Section I of the report he describes changes in employment
that have occurred. He shows changes in detail for manufacturing
employment since 1947 not only for San Francisco but also for surrounding
counties. Manufacturing employment has declined in absolute terms since
1947 and now provides a smaller share of the total employment base of
the city than was the case in earlier years. However, the level of
the share of mamufacturing employment has also consistently been smaller
in San Francisco than, for example, in the United States as a whole.

For example, in 1947, when manufacturing jobs accounted for 21 percent
of all of the jobs in the privete sector in San Francisco, manufacturing
accounted for about LO percent of the private employment in the United
States. In 1965, the levels were still substantially different: 17
percent for San Francisco and 36 percent in the United States. In a
sense, this difference between the percentages may indicate the nature
of the problem confronting San Francisco. One can say that San Francisco
has never been primarily a manufacturing city. However, if the mami-
facturing job base has typically been low comparatively, then any
further contraction could have more significance to the labor force
than would be the case if the job base were much larger.

After describing recent changes in employment, Mr. Flenagan shifts
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the focus to the inter-relationships that exist among the six Bay
Area counties, which for this purpose he regards as an integrated
economic unit. His approach is to show the occupational specialization
that can be observed between residents and jobs in the six counties.
In this part of the report, therefore, there is a recognition that
workers may live in one county but work in another. The inter-relation-
ships are shown by presenting indexes of the relative importance of
major occupations in each of the counties with respect to the entire
Bay Area. Two indexes have been computed, one for residents and one
for jobs. The reader can, therefore, observe whether a county is over-
or under-represented in any occupation from the standpoint of residents
and from the standpoint of the actual jJobs found in a county. For
example, as compared with the Bay Area as a whole, San Francisco is
over-represented in the proportion of its mele residents that are in
the service occupations. On the other hand; -the esounty does not. provide
sufficient Jjob opportunities for its male resident population engaged

in service occupations. Consequently, some of these workers must

commute to other counties to work.

The final section of Part I of the report describes the industrial
distribution of capital investments in new plant and new equipment made
in San Francisco, in the six-county San Francisco-Oakland Metropolitan
Area, and in the San Jose Metropolitan Area (Santa Clara County). These
data provide an indication of the potential growth of manufacturing in
an area. Each area's investment pattern is compared to that for the
United States as a whole. From these data, the reader can observe that
the pattern of development in San Francisco is not as favorable as that

in the other areas examined. The major finding is that industries making
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important investments nationally are not doing so in San Francisco.

After the descriptive background, Section II of the report discusses
the economic forces that could be responsible for the trends. This
section deals with each important cost variable separately because of
the complexity of the issue under examination. To explaln adequately
the inter-related forces that have contributed to the decline in San
Francisco's manufacturing jobs, one would have to construct a rigorous
framework that would include the major economic variables and then obtain
required deta to test the framework. Even if this strategy were possible,
meaningful solutions to the problem would be complicated by the fact that
cities within an economic area are inter-related in a complex fashion.
Workers live in one city and work in another. Producers of goods locate
to optimize their competitive adyantage and rely on any number of trans-
portation methods to market their goods, Nor is the complication
restricted to & city and its relationship to the remainder of the economic
area to which it belongs. Relationships among inter-regional economic
areas in the nation may obscure the nature of underlying economic forces
within one region. Workers and goods can easily cross regional lines.

As long as this mobility exists, a region's economic activity, as well
as a specific city's economic activity, is influenced by both internal
and external forces. Considering these limitations, Mr. Flanagan has
selected key variables that influence location decisions as documented
in various studies in location theory and has related available evidence
to help develop an understanding of San Francisco's changing empléyment

pattern.,



The orientation of Section II of the report is, therefore, to
provide necessary tools of analysis for further discussions. Viewed with
this perspective, this paper should serve an educational purpose.

Before discussing the various cost factors, Mr. Flanagan attempts
to determine why the decline in manufacturing occurred. He examines
the issues with respect to business cycle developments and concludes
that the decline in manufacturing jobs has resulted from more than these
cyclical factors. He then turns to the impact of changing production
methods and industrial mix. A combination of two forces has been
responsible for the decline in the proportion of blue collar workers
in menufacturing -- changing methods of production and the shift in
the composition of manufacturing from heavy to light industries.

Against this background, attention is turned to economic forces
that underlie industrial location. To understand this phenomenon, it is
necessary to distinguish between long-run and short-run forces. As is
pointed out, the location issue arises at the time the firm faces an
investment decision. It is then that a firm can view the entire cost
calculus to decide on a plant location. At the time of the investment
decision the firm must weigh the importance of various costs to its
operation. Which cost (or costs) receives emphasis is related in part
to the firm's marketing area, the number of competitors, and the nature
of the factor merkets in which it operates. Because each firm is faced
by its unique set of product and factor market variables, the calculus

involved in the initial investment decision must necessarily varj among

firms.
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Mr. Flanagen approaches this complex problem by providing some
background on four major costs faced by firms -- land, wages, trans-
portation and taxes -- and he relates the discussiomi df-each to available
evidence. Readers with specialized knowledge in a particular industry
should then be able to apply this general discussion to the particular
industry. Because of the lack of much relevant data, the discussion
of the cost factors is not balanced. For example, more attention is
paid to land costs and wages than to transportation. The reader,
however, is given a variety of data that are available and in several
cases is given necessary qualifications regarding the data so thet
meaningful interpretations can be made. In this way the value of this
document as a basic educational tool is enhanced. Economic eanalysis,
however, while useful for developing an understanding of the issues
involved in a city's development, does not provide a solution to the
problems that a city faces. Further, while an understanding of the
economic forces of the problem is necessary, this does not imply that
the past record need be a yardstick for the future. Hopefully, the
record provided in this study should enable decision makers to see where

the city has been and how it may have reached its present course.

Sara Behman
Director of Research
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xii.

SUMMARY OF FINDINGS

There has been a postwar decline in Jobs in virtually every manufacturing
industry in San Francisco. In contrast to San Francisco, employment in
most manufacturing industries in the remainder of the San Francisco-
Oakland Metropolitan Area and in the San Jose Metropolitan Area in-

creased throughout the 1947-1963 period.

Much of the decline in San Francisco has occurred in heavy industry. At
the same time, much of the increase in manufacturing employment in other
Bay Area locations with a greater supply of industrial land has been in

the heavy industries,

Available evidence indicates that the general movement of industry from
the central city to the suburbs, which has been noted in the San Francisco

Area, is generally typical of urban areas in the United States today.

In San Francisco as in the U.S., there has been a change in the mixture of
skills utilized in manufacturing favoring employees engaged in clerical,
research, management, and other overhead activities. However, the pro-
portion of white-collar personnel in San Francisco manufacturing has
historically been greater than in other urban areas, since many firms

locate their headquarters and administrative units in the city.

As a result of several of these trends, both the share of industries pro-
viding blue-collar employment and the employment of blue-collar workers

within traditionally blue-collar firms has decreased.
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In each of the Bay Area counties there are imbalances between the occupa-
tional requirements of jobs and the current occupational skills of the
residents of the county. For instance, many male service workers who
reside in San Francisco must commute to other counties to obtain employ-
ment, while many craftsmen and operative Jjobs in the city are filled by

men wvho commute from other counties.

There is an industrial land shortage reflected in the cost of land in San
Francisco relative to other Bay Area locations. This shoi‘tage places a
severe constraint on industrial expansion in the city and may encourage
industries which are tied to this region to locate in more suburban Bay

Area locations.

Blue-collar wage rates examined in this study are similar throughout the
Bay Area so that variations in these rates do not appear to offer any
locational advantages within the Bay Area. With respect to other urban
areas, however, the San Francisco Area is the highest wage rate area in
the country. Wages may therefore encourage industries which serve a
national market to locate eléewhere unless the skill, education, and
training of the local labor force is such that it is more productive than

that found in areas with lower money wages.



INTRODUCTION

For several decades {he Bay Area* has experienced fundamental changes
in the economic and social characteristics of its central cities, San Francisco
and Oakland, in relation to the surrounding areas.

Demographically, although Bay Area population increased steadily be-
tween 1900 and 1960, the percent of the population residing in the two central
cities declined continuously. (See Table l.) This movement out of the central
cities into the suburbs has characterized most large metropolitan areas. As
can be seen in Teble 1, Appendix A, each of the selected large metropolitan
areas except Houston and Dallas central cities lost population to surrounding
areas over the 60 years. Over the same period, 1900-1960, the nonwhite pop-
ulation increased relative to the white population in the San Francisco-Oakland
Area., Contrary to the behavior of the white group, however, the proportion of
the nonwhite population yesiding in the two central cities increased through
1960. Again, the Bay Area was typical of the changes that have occurred be-
tween the white and nonwhite groups.

These broad social trends were associated with substantial changes in
the location of economic activity within the area and the nature of employment
opportunities in the cities and suburban areas. Many of the economic changes

have not previously been documented systematically. This paper represents an

*Because of data problems in this paper the "Bay Area" is identical
with the San Francisco-Oakland Metropolitan Area as defined in the 1960 Census.
Mis Metropolitan Area incluvded the counties of Alameda, Contra Costa, Marin,
Sén Francisco, San Mateo, and Solano. The present definition of this Area
excludes Solano County. Throughout the paper data for the San Jose Metropolitan
Area (Santa Clara County) are also provided for comparative purposes in recog-
nition of the economic interdependence that exists among all the counties
surrounding San Francisco Bay.
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3.

attempt to describe recent trends in manufacturing employment opportunities,
particularly for production workers in San Francisco County, and to assess
the economic forces underlying these trends. The reader should be clear
that this report does not imply or prescribe any specific policy action.
Any prescription of that nature must necessarily depend on the application
of a specific set of value judgments (which we decline to make) to the
contents of this report.

Much of the data used in this study were obtained from the Census

of Manufactures conducted every five years by the U. S« Bureau of the

Census and the supplemental Annual Survey of Manufactures. The Census

contains data on employment, number of establishments, payrolls, value
added by manufacture, and investment from all manufacturing establishments
employing one or more persons during the Census year. The data are avail-
able by industry for states, standard metropolitan statistical areas, and
counties. Individual industries are classified according to the Standard
Industrial Classification system which is used in most government and
private research.

A few points should be kept in mind when interpreting the data.
1. Because of a revision of the industrial classification system in 1957,

mgny of.-the definitdons)of . individual-industries weje chamged-so that it



is generally not accurate to compare pre-1957 data for certain indus-
tries with later data for the same classification. However, the data
for total manufacturing should be essentially comparable for the entire
postwar period, and the data for individual industries is comparable
between 1947 and 1954 and between 1958 and 1963.

The Bureau of the Census is prohibited by law from publishing any statis-
tics that disclose information reported by individual companies. Data
are not made available, therefore, for some industries which are present
but have very few firms in San Francisco. For instance, in 1963 there
was no detailed information published for the Tobacco Manufacturing In-
dustry although there were three establishments in San Francisco (each
with less than 20 employees).

Because Census data are collected from firms, employment data are a
count of paid jobs. This is not the same as a count of the total number
of people employed in manufacturing for at least two reasons. First, a
person holding more than one manufacturing job at a given time (moonlight:-
ing) will be counted twice. Second, a person who works part of the year
in a firm which closes and then moves on to another manufacturing firm .
may be counted twice.

The Census of Manufactures provides data on total employment and pro-
duction worker employment by manufacturing industry. Production worker
employment includes workers through the working foreman level engaged
in fabricating, processing, assembling, inspection, receiving, storage,
handling, packing, warehousing, shipping (but not delivering), mainte-~
nance, repair, janitorial, watchman services, product development, and

other services closely associated with these production operations.



This group of workers is generally analogous to blue-collar employment.
Non-production personnel of manufacturing plants include those engaged
in: Factory supervision above the working foreman level, sales, sales
delivery, advertising,'credit, collection, installation and servicing
of own products, clerical functions, éxecutive, purchasing, financing,
legal, personnel, professional, and technical. In addition, this group
includes employees engaged in the construction of major additions or

alterations to the plant and utilized as a separate work force.

In this report the terms "blue-collar" and "production worker™ will be
used interchangeably, and white-collar employment will be used to denote the
non-production personnel, or the difference between reported total employ-
ment and production worker employment.

This paper was prepared for the Center for Labor Research and Education
in the Institute of Industrial Relations, University of California, Berkeley,
under the direction of Dr. Sara Behman by Robert J. Flanagan with the com-
putational assistance of Kathleen Friewald, David Morgan, and Timothy
Tarpley. We wish to express our appreciation to Dr. Margaret S. Gordon and
Mr. Don Vial for their helpful suggestions and review of an earlier draft.

SECTION I: THE POSTWAR TRENDS IN JOBS IN SAN FRANCISCO
A. Employment

1. Manufacturing employment in San Francisco County.

Twenty years ago there were over 71,500 manufacturing jobs in San Francisco.
Some 47,700 or 67 percent of the jobs were for production workers up to the
level of a working foreman. Between 1947 and 1963 the interplay of general
business conditions, industrial relocation, changes in production methods,
and other economic forces had worked to reduce the number of manufacturing

jobs in San Francisco by 11,000.
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A portion of the general decrease occurred among industries (including
novelties and leather) whose national as well as local markets have been
diminished by effective foreign competition or the appearance of substitute
products which are closer to the preferences of consumers. Other industries,
most notably lumber, moved when their local supply of critical resources was
depleted.

However, the employment decline in San Francisco manufacturing has not
been confined to obsolete or inefficient industries. As the data in Table 2
show (see columns 5 and 7 in particular), the general downward trend is re-
flected in the experience of almost every industry in the city. It is also
clear from the data that much of the net job loss in manufacturing occurred
in the food products and ship and boat building industries, formerly two
major sources of manufacturing employment in the city. The decline in em-
ployment in the food products industry has been particularly rapid since
1958. The decrease in ship and boat building employment was part of a
general decline in heavy industry (see also the data on the machinery and
metals industries).

Only the women's outerwear, commercial printing, and newspaper publishing
industries show substantial net employment gains over the 1947-63 period.
However, of these, only the women's outerwear industry has expanded employ-
ment throughout the period. For the years shown in Table 2, employment in
the commercial printing industry was at a peak in 1958 but declined by 1,316
between 1958 and 1963 (see column 7). The fact that there were still more
jobs in the industry in 1963 than in 1947 must be weighed against the fact
that since around 1958 there has been a substantial decline in jobs. 1In the

newspaper publishing industry, the job gains indicated in Table 2 have no
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1l.

doubt been modified by mergers in the industry in the past three years.

Moving from the industrial to the occupational-dimension impact of the
general decline of manufacturing jobs, it is evident from the data in Tables
2 and 3 that blue-collar workers suffered relatively greater job loss than
others. Production worker employment in manufacturing decreased by 12,431
or by 26 percent from 1947 to 1963, while employment in the remaining pre-
dominantly white-collar occupations increased somewhat from 2,386 to 2,529.
The net result of the divergent employment trends for ihese two groups of
workers is that the proportion of production worker employment to total em-
ployment in manufacturing has declined from 67 percent in 1947 to 58 percent
in 1963. This trend corresponds to national experience for during the same
period production worker employment declined from 84 to 74 percent of total
U. S. manufacturing employment.*

These data on the ratio of production workers to total employment indi-
cate in part that San Francisco County's manufacturing employment has con-
sistently been heavily weighted by administrative and auxiliary personnel.
(These are the workers employed at central administrative offices and aux-
iliary units such as warehouses, research laboratories, and maintenance. .
locations.) 1In 1950, San Francisco County alone accounted for 22 percent of
the entire State's employment in this category although the County accounted
for only 9 percent of the State's total private manufacturing employment. In
1964, San Francisco County had 19 percent of the State's administrative and
auxiliary personnel in manufacturing but only 4% percent of the State's
private manufacturing employment.

2. Manufacturing employment in other Bay Area counties.

In contrast to San Francisco, both production worker and nonproduction worker

*The national data are derived from the Manpower Report of the President, March
1966, Tahle C-k,




Jobs increased during the postwar period in the five other Bay Area counties

(Alameda, Contra Costa, Marin, San Mateo, and Solano). However, the data in

Tables 4 and 5 indicate that from 1947 to 1963 total manufacturing employment
rose faster (50 percent) than production worker employment (10 percent)., As

a result, the other Bay Area counties experienced a change in the proportion

of blue-collar and white-collar jobs similar to San Francisco and the nation

as a whole as production worker Jobs dropped from 91 percent of manufacturing
employment in 1947 to TO percent in 1963.

The general advance in manufacturing Jjobs in these counties tends to
mask the divergent trends for individual industries. Several industries, in-
cluding electrical machinery, food products, paper, and printing and publish-
ing,registered employment gains throughout the period. Only a few (textiles,
petroleum and probably lumber) exhibited a continuous decline. In others,
(fabricated metals, chemicals, and apparel), an early postwar rise in em-
ployment gave way to declines in the mid-1950's.

In Santa Clara County, a rapidly industrializing area in California, the
postwar gains in both white-collar and blue-collar manufacturing jobs exceeded
the increases in the five aforementioned Bay Area counties combined. (See
Tables 6 and 7.) Nevertheless, nonproduction jobs increased at a more rapid
rate than blue-collar jobs so that the proportion of production workers in

manufacturing decreased 84 percent in 1947 to 50 percent in 1963.
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TABLE 6
TOTAL JOBS IN MANUFACTURING IN
SANTA CLARA COUNTY BY INDUSTRY

1958-1963
. Tota
1947% 195y 1358 1963 Change Change
TOTAL 18,543 27,942 53,921 94,743 40,822 75.7
Food 11,876 12,122 12,688 566 4,7
Apparel n.a, 358 417 59 16.5
Lumber 1,036 480 653 173 36,0
Furniture 132 719 465 -254 =35,3
Paper 41y 1,111 1,711 600 54,0
Printing & Publishing 1,556 2,279 3,113 834  36.6
Chemicals 698 771 777 6 .8
Petroleum n.a. 38 113 75 197.4
Rubber 108 210 552 342 162,9
Leather n.a. n.a. n.a, n.a. n.a.
Stone, Clay, Glass 1,540 2,192 2,595 403 18.4
Primary Metals 186 551 512 - 39 =7.1
Fabricated Metals 1,367 2,191 1,838 - 353 «16.1
Nonelectrical Machinery 2,143 8,124 7,583 - 541 6.7
Electrical Machinery 4,727 5,956 17,255 11,299 ,189.7
Transportation Equip. n.ae. n.a. 4,683 n.a. N.a.
Instruments n.a. 290 1,035 | 745 256.9

Miscellaneous Mfg. n.a. n.a. 411 n.a. RD.a.



18.
Table 6 (Continued)

Note: Components do not add to totals because industry figures are withheld
if the information would disclose confidential data. A major discrep-
ancy occurs when individual entries are not shown for transportation
equipment and ordnance.

n.a. Not available

% Data on individual industries were not published for Santa Clara
County in 1947,

e 1954 data for industries are not strictly comparable with data for
later years.

Source: Bureau of the Census, Census of Manufactures, Vol. III, Area
Statistiecs, 1947, 1954, 1958, 1963,



TABLE 7

PRODUCTION WORKER JOBS IN MANUFACTURING IN

SANTA CLARA COUNTY BY INDUSTRY

__1958-1063
Total %

19u7% 1954 1958 _1963 Change Change

TOTAL 15,519 21,304 36,184 47,296 11,112 30.7
Food 9,892 9,879 10,287 408 4.1
Apparel n.a. n.a. 393 n.a. n.a.
Lumber 869 y22 550 128 30.3
Furniture 110 589 396 - 193 -32.8
Pulp and Paper 302 8uy2 1,325 u83 57.4
Printing & Publishing 833 1,232 1,703 u71 38.2
Chemicals 408 436 435 -1 -.2
Petroleum n.a. 25 76 51 204.0
Rubber 82 165 430 265 160.6
Leather n.a. n.a. n.a. n.a. n.a.
Stone, Clay, Glass 1,164 1,569 1,703 134 8.5
Primary Metals 154 435 417 - 18 -4.1
Fabricated Metals 1,030 1,664 1,485 - 179 -10.8
Nonelectrical 1,477 4,106 3,187 - 919 -22.4

Machinery

Electrical Machinery 3,287 3,984 9,984 6,000 150.6
Transportation n.a. n.a. 2,463 n.a. n.a.
Instruments n.a. 158 634 k76  301.3
Miscellaneous Mfg. n.a. n.a. 339 n.a. n.a.




Note:

n.a.

Source:

TABLE 7 (Continued)

Components do nqot add to totals because industry figures are with-
held if the information would disclose confidential data. A major
discrepancy occurs when individual entries are not shown for trans-
portation equipment and ordnance.

Not available

Data on individual industries were not published for Santa Clara
County in 1947.

Bureau of the Census, Census of Manufactures, Vol. III, Area
Statistics, 1947, 1959, I958, 1963,
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In general, the data indicate that in the Bay Area and nationally there
has been a change in the factor proportions utilized in manufacturing favor-
ing employees engaged in clerical, research, management, and other overhead
activities.

The data also indicate a fundamental difference between recent employment
trends in a central city, San Francisco, and the surrounding suburban areas.
Not only has the city steadily lost manufacturing jobs to suburban locations,
but increasingly in the postwar period the new manufacturing firms and in-
dustries which locate within the region have located in areas which are
peripheral to the city.

The effect on the structure of employment in San Francisco is explored

in the following section.

3. The structure of private wage and salary employment in San Francisco,

1947-1965. The employment trends in the manufacturing sector have contri-
buted to a general realignment of the industrial distribution of employment

in San Francisco. The analysis of postwar changes in the structure of em-
ployment in this section must, however, be restricted to private wage and
salary employment because of data limitations. In the next section (4), how-
ever, the analysis will relate to total employment for the county. Hence,

in Section 4 a more complete picture of San Francisco's employment composition
is available, although the initial data year is 1958.

The data in Table 8 are introduced to place manufacturing employment in
perspective with total private wage and salary employment in San Francisco
County. Although employment in each broad industry group has tended to
fluctuate with general business conditions during the postwar period, on
balance there was a net decline in employment in San Francisco between 1947

and 1963, the period covered in the preceding sections. In general,



TABLE 8
AVERAGE ANNUAL PRIVATE WAGE AND SALARY EMPLOYMENT IN
SAN FRANCISCO COUNTY, BY INDUSTRY, SELECTED YEARS#*

. EMPLOYMENT PERCENT DISTRIBUTION
1947 1963 1965 1947 1963 1965
TOTAL 348,176 ° 341,833 346,952 100.0 100.0 100.0
Agriculture, 611 580 693 .2 .2 .2
Forestry & Fishing
Mining 714 254 309 .2 1 .1
Contract
Construction 24,692 19,534 19,995 7.1 5.7 5.8
Manufacturing 72,460 ~ 61,407 58,345 20.8 18.0 16.8
Transportation, 50,458 Uy,u97 46,156 4.5 13.0 13.3
Communication &
Utilities
Trade 117,297 98,982 97,534 33.7 29.0 28.1
Finance, 33,785 50,478 52,265 9.7 14.8 15.1
Insurance, &
Real Estate
Services 47,147 - 65,277 70,854 13.5 19.2 20.4

Source: i;?te ;g California, Department of Employment Reports #127, 1947,
1963, 1965.

* Relates to employment subject to the California Unemployment Insurance

Code. Hence, this employment excludes that in interstate railroads, govern-

ment agencies, domestic service and unpaid family arrangements and the

self-employed.



23.

TABLE 9
AVERAGE ANNUAL FRIVATE , NONAGRICULTURAL EMPLOYMENT IN
THE UNITED STATES, BY INDUSTRY, SELECTED YEARS

Employment (In Thousands) Percent Distribution
1947 1963 1965 1947 1963 1965

TOTAL 38,407 47,444 50,385 100.0 100.0 100.0
Mining 955 635 628 2.5 1.3 1.2
Constract,

Construction 1,982 2,983 3,211 5.2 6.3 6.4
Manufacturing 15,545 17,005 17,984 40.5 35.8 35.7
Transportation, 4,166 3,914 4,031 10.8 8.2 8.0
Communication, &

Utilities

el

Trade 8,955 11,803 12,585 23.3 24.9 25.0
Finance, 1,754 2,873 3,043 4.7 6.1 6.0
Insurance &

Real Estate ‘

Services 5,050 8,230 8,903 13.1 17.3 17.7

Source: Manpower Report of the President, March 1966, Table C-1.
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industries such as manufacturing, contract construction, and transportation,
which are normally the major source of blue-collar employment, contracted;
while finance, insurance, real estate, and otﬁer service industries expanded
employment.

The total net employment decline which éppears for the 1947-63 period
and the declines for some industries may be attributed in part to differences
in the general state of the economy between the two years. 1In 1947, with
aggregate demand high, as business enjoyed the postwar surge in expenditures
for purchases which had been postponed during the war, the national unemploy-
ment rate was 3.9 percent. In 1963, however, the nation's capacity to pro-
duce goods and services exceeded aggregate private and public demand, with
the result that productive resources such as labor were unemployed or under-
utilized. The 1963 national unemployment rate was, therefore, 5.7 percent.
Since 1963, various monetary and fiscal policies have stimulated aggregate
demand, raduced excess industrial capacity, and increased employment. The
data in Table 8, for example, indicate that employment increases between
1963 and 1965 brought private wage and salary employment in the latter year
close to the 1947 level in San Francisco County. The fact that the manu-
facturing sector did not share in the recent cyclical expansion will be dis-
cussed in detail in a subsequent section.

In conclusion, the employment data identify two effects which, working
simultaneously, have resulted in an absolute and relative decline of blue-
collar jobs in San Francisco. The share of industries which provide employ-
ment for blue-collar workers has declined. At the same time, the evidence
on manufacturing in the preceding sections indicates that the employment of
blue-collar workers has been curtailed within traditionally Llue-collar

industries.
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4. The structure of total employment in San Francisco, 1958-1965.

The preceding analysis, restricted to private wage and salary employment
subject to the California Unemployment Insurance Code, excluded workers that
are self-employed, those that are employed by nonprofit organizations, govern-
ment agencies, and interstate railroads, and domestic service and unpaid
family workers. When these workers are added to those that are shown in
Table 8, employment figures for the County are increased substantially, for
example, in 1963 by almost 150,000 workers. These data, however, are not
available prior to 1958, hence that is the first year shown in Table 10.
Further, the data relate to the month of July only.

The trends described in the preceding section continue to be observed
when total employment is examined. Between 1958 and 1965, employment re-
ductions took place in construction, manufacturing, the transportation com-
plex, and wholesale trade. In contrast, the number of jobs in the dominant
white-collar complex of industries increased. From July 1958 to July 1965
the finance group added 11,200 jobs, the services group, 19,600, and the
government sector, 10,000 jobs.

From Table 10 we can also see the importance of the government sector
to the industrial structure of San Francisco. In each of the selected years,
government employment ranked as the third leading sector. Further by 1965
the trade sector, historically the leading industry for the number of avail-
able jobs, fell to second place in the industrial complex. (However, the
margin of difference between trade and service employment is narrow. Inasmuch
as these figures are estimates and not head counts it is probably safer to
say that the two industries are now tied for first place.) An absolute
decline in wholesale trade jobs from 1958 to 1965 and no change in the re-

tail sector moved trade employment to second place. This decline in whole-



TABLE 10
ESTIMATED TOTAL EMPLOYMENT IN SAN FRANCISCO COUNTY,
BY INDUSTRY, FOR JULY OF SELECTED YEARS

Employment (In Thousands) Percent Distribution

1958 1963 1965 1958 1963 1965
TOTAL 467.0 484.3 .493.6 100.0 100.0 100.0
Agriculture,
Forestry, & * b * * * *
Fishing
Mining .5 .3 4 0.1 0.1 0.1
Contract
Construction 21.0 22.0 19.9 4.5 4.5 4.0
Manufacturing 69.5 64.1 61.0 14.9 13.2 12.4
Transportation,
Communication & 55.1 52.6 53.9 11.8 10.9 10.9
Utilities
Trade 111.8 111.2 108.3 23.9 23.0 21.9
Wholesale 49.1 49.0 45.6 10.5 10.1 9.2
Retail 62.7 62.2 62.7 13.4 12.8 12.7
Finance,
Insurance & 46.8 55.2 58.0 10.0 11.4 11.8
Real Estate
Services 90.3 103.5 109.9 19.3 21.4 22.3
Government 71.5 74.9 81.5 15.3 15.5 16.5
All Other .5 .5 .7 0.1 0.1 0.1

26.

* Negligible number

Source:

and Statistics, January 1967.

California Department of Employment, Coastal Area, Research
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sale trade is consistent with reports regarding the movement of warehouse
facilities outside the city environs to more spacious facilities in sub-
urban areas where the land constraint is not as severe as in San Francisco.
B. Occupational Distribution and Commuting Patterne

It is possible to examine the occupational effects of the industrial
composition of the city and metropolitan area in more detail, and incident-
ally, to gain some knowledge of the commuting patterns of several occupa-
tional groups. In Tables 11 and 12 we have developed ratios of occupational
specialization for each Bay Area county by jobs and by residents. (See
Appendix C for technical detail on the derivation of the ratios.) The object
of the ratios is to determine the extent to which there is an imbalance be-
tween the occupational structure of employment opportunities in a county and
the occupational skills of the residents of the county.

Line a under each occupation listed in Tables 11 and 12 contains the Job
Specialization Ratio for that occupation in each Bay Area county. Each
number represents the ratio of the share of a given occupation in the total
number of jobs in the county to the share of the same occupation in total
Bay Area (six county) jobs. Therefore, a ratio of 100.0 for a given occupa-
tion in a given county indicates that the share of that occupation in total
jobs in the county is precisely the same as the share of the occupation in
total Bay Area employment. A number greater than 100.0 indicates that jobs
in the occupation account for a greater share of county employment than of
Bay Area employment. The converse is true, of course, if the ratio is less
than 100.0. By way of example, the data indicate (the ratio is 105.8 in
Table 11) that the employment of male professional and technical workers is
proportionately greater in Alameda County than in six counties as a whole.

(This finding is consistent with the fact that Alameda County contains the



TABLE 11
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OCCUPATIONAL SPECIALIZATION OF JOBS AND RESIDENTS

BY BAY AREA COUNTIES, 1960 AND 1962, MALES

Occupational Category

Professional and Technical

a.
b.

Job specialization ratio

Residence specialization
ratio

c. Row a divided by row b

Salaried Managers

a,.
b.

Job specialization ratio

Residence specialization
ratio

Row a divided by row b

Self-Employed Managers

al
bQ

c.

Job specialization ratio
Residence specialization
ratio
c. Row a divided by row b
Clerical
a. Job specialization
ratio
Residence specialization
ratio
Row a divided by row b

b.
c.
Sales

a.
b.

Job specialization ratio
Residence specialization
ratio

c. Row a divided by row b

Craftsmen and Foremen

a. dJob specialization ratio

b. Residence specialization
ratio

c¢c. Row g divided by row b

105.8

98.9
107.0

93.8

90.2
104.0

96.6

88.1
109.6

97.5

92,2
105.7

91.8

89.2
102.9

100.6

105.0
95.8

Operatives (Excluding Drivers, etc.)

a. Job specialization ratio
b. Residence specialization

ratio
c. Row a divided by b

100.0

115.0
87.0

102.5

108.5
9.5

85.6

102.5
83.5

115.9

94.6
122.5

79.3

69.3
11u.4

83.0

93.0
89.2

113.8

113.8
100.0

109.0

141.6
717.0

Counties
Contra San San
Alameda Costa Marin Francisco Mateo Solano

108.9 98.8 102.4 109.5
lu43.1 85.4 11u4.2 64.2
76.1 108.7 89.7 170.6
85.0 112.8 92.6 81.1
148.7 83.6 13u4.4 747
57.2 134.9 68.9 108.6
135.7 93.0 100.1 134.1
152.3 105.0 103.2 97.8
89.1 88.6 97.0 137.1
78.9 112.0 86.4 99.0
83.5 136.0 94.4 60.8
94.5 82.u4 91.5 162.8
79.8 118.3 86.5 66.8
l4o.u 97.9 125.5 64.2
56.8 120.8 68.9 104.0
117.2 92.8 109.9 95.2
82.9 79.9 109.7 133.9
1.4 116.1 100.1 71.1
75.0 95.2 116.4 99,7
k3.7 85.7 75.5 106.7
171.6 11l.1 154.2 934



TABLE 11 (Continued)

Occupational Category

Drivers and Deliverymen

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

Service Workers

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

Laborers (Nonfarm and Farm)

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

Occupations Not Reported

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

Counties

29.

126.7

108.1
117.2

101.7

8l1.8
124.3

100.0

111.1
90.0

79.4

113.9
69.7

Contra

102.2

96.4
106.0

91.8

63.9
1u43.6

113.1

103.8
109.0

78.4

60.0
130.7

San San

Alameda Costa Marin Francisco Mateo Solano

88.8

73.4
121.0

116.00

744
155.9

109.3

8u4.9
128.7

98.1

8u4.3
116.4

83.7 84.8
103.6 90.2
80.8 94.0
101.0 94.7
157.9  76.7
64.0 123.5
91.3 106.1
96.4 75.6
94.7 140.3
127.7 80.5
126.4 68.0

118.4 118.4

115.3

98.9
116.6

98.5

96.8
101.8

135,1

150.3
89.9

79.4

106.2
74.8

Source: See Appendix C.



TABLE 12

OCCUPATIONAL SPECIALIZATION OF JOBS AND RESIDENTS

BY BAY AREA COUNTIES, 1960 and 1962, FEMALES

Occupational Category

Professional and Technical

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

Salaried Managers

a. Job specialization ratio

b. Residence specialization
_ ratio

c. Row a divided by row b

Self~Employed Managers

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

Clerical

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

Sales

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

Craftsmen and Foremen

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

300

121.9

105.4
115.7

92.4

92.7
99.7

92.4

91.5
101.0

92.7

92.0
100.8

96.1

100.4
95.7

88.9

97.7
91.0

Contra

120.2 122.6

111.4 122.6
107.9 100.0

86.6 90.4
91.6 115.5
94,5 78.3
107.3 115.5
100.2 127.2
107.1 90.8
82.9 83.3
93.7 96.8
88.5 86.1

104.4 112.4
126.2 119.6

82.7 94.0
101.3 76.0
87.6 69.6

115.6 109.2

Alameda Costa Marin Francisco

Counties
San San
Mateo Solano
75.1 109.5 92.7
87.9 100.0 111.0
85.4 109.5 83.5
113.4 89.6 88.7
112.9 88.0 90.9
l100.4 101.8 97.6
101.3 103.0 108.7
103.3 95.5 128.8
98.1 107.9 Sy. i
1i4.1 88.2 98.3
108.3 103.1 96.2
105.4 85.5 102.2
101.1 1l01.0 94.6
85.0 111.8 92.5
118.9 90.3 102.3
111.1 95.5 104.2
102.8 121.1 75.2
108.1 78.9 138.6



TABLE 12 (Continued)

Occupational Category
Operatives (Total)

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

Service Workers

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

Laborers onfarm and Farm

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

Occupations Not Reported

a. Job specialization ratio

b. Residence specialization
ratio

c. Row a divided by row b

31.

Counties
Contra San San
Alameda Costa Marin Francisco Mateo Solano
102.6 122.2 65.5 90.7 112.5 123.4
105.9 106.9 u7.3 100.1 105.8 62.7
96.9 1l4.3 138.5 90.6 106.3 196.8
101.6 110.5 131.u4 89.9 114.9 96.9
104.2 106.9 109.1 89.6 101.1 133.5
97.5 103.4 120.4 100.3 113.6 72.6
91.4 156.6 109.3 77.3 110.4 256.1
14l.9 87.4 65.5 60.8 102.2 206.9
64.4 179.2 166.9 127.1 108.0 123.8
93.2 94,5 129.1 103.5 100.2 102.3
117.3 60.3 85.6 118.9 61.1 56.4
79.5 156.7 150.8 87.0 164.0 181.u4

Source: See Appendix C.
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University of California which, of course, gives this county numerous jobs
in the professional category so that we would expect the county to be over-
represented in this category not only for male jobs but also for female jobs,
as is the case.)

When read horizontally, the data provide an indication of the counties
which provide the proportionately greatest number of jobs for the occupation
in question. Thus the relative employment of male laborers is greatest in
Solano County (mainly because of farm laborers) followed by Contra Costa,
Marin, San Mateo and so on. In this example, the difference between counties
is large. On the other hand, inter-county differences in the proportionate
employment of male professional workers is narrow.

Similarly, line b under each occupation in Tables 11 and 12 contains the
Residence Specialization Ratio for that occupation in each Bay Area county.
The interpretation of this index is similar to the Job Specialization Ratio.
Each number represents the ratio of the share of residents of a county who
work at a given occupation to the share of all Bay Area residents in the same
occupation. For example, Table 1l indicates that the proportion of male
Alameda County residents who are operatives is greater (the ratio is 115.0)
than the proportion of all male Bay Area residents in that occupation. This
evidence is consistent with the hypothesis that this income group has found
suitable housing within its means in the tracts that developed in the south-
ern part of the county during the 1950's.

In evaluating these ratios several cautions are necessary. The residence
ratios are based on the 1960 Census while those for jobs are based on 1962
data and are estimates. Some margin of error may be introduced because of
the two-year gap; however, because the occupational structure is generally

considered as slow in changing because of the inertia common to the labor
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market, the error from this source is not expected to be large. Further, to
develop the occupational job ratio for each county, it was necessary to al-
locate total employment in each industrial sector first by sex and then by
occupations. Fixed coefficients derived from the 1960 Census were used to
make the required alloc;tions. Any time fixed coefficients are applied to
data, a source of error is introduced. In this case, there is no way of
knowing how much error this methodology introduces because no benchmark is
available for such a refined breakdown of the data. Consequently, the reader
should not ascribe significance to small differences between the job and
residence ratios. These tables do provide, however, interesting information
in cases where differences between the two ratios are sufficiently large.

Individually the Job Specialization Ratio or the Residence Speciali-
zation Ratio indicates only the presence or absence of a concentration of
jobs or residents in a particular occupation in a given Bay Area county. By
dividing the first index by the second, however, it is possible to obtain an
indication of the extent to which there is an imbalance between the occupa-
tional requirements of jobs and the occupational skills of the residents in
each county. Imbalance between the two ratios indicates that daily com-
muting is required to match workers with jobs in their occupation..

The results of dividing the Job Specialization Ratio by the Residence
Specialization Ratio are presented in row ¢ under each occupation in Tables
11 and 12. A number of 100.0 for a particular occupation indicates that
there is a general balance between the supply and demand for the occupation
in the county. Thus, Table 12 indicates that in Marin County there are suf-
ficent female professional and technical workers among the residents to fill

the available jobs for female professional and technical workers in the

county.
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An index number in row ¢ greater than 100.0 indicates that the jobs
available in the county cannot be filled solely by county residents. In
other words, some jobs in the occupation must be filled by people who commute
from another county. Conversely, if the index number is less than unity, it
indicates that some of the residents in the county working in that occupation
must commute to jobs in other counties. The data are based on net flows and
the actual gross flow of commuters may be substantially larger than the data
indicate.,.

Using the data in Tables 1l and 12 we can now determine the balance be-
tween the number of jobs and the available labor supply for several broad
occupational groups in San Francisco County.

For males, the data in Table 11l indicate that the share of blue-collar
jobs in total employment in San Francisco is smaller for all four blue-collar
occupations (craftsmen, operatives, truckdrivers, and laborers) than in the
Bay Area as a whole and most of the other counties individually. (The Job
Specialization Ratio for each blue-collar occupation in San Francisco is:
craftsmen--92.8; operatives--95.2; truckdrivers and deliverymen--83.7; and,
laborers--91.3.) This evidence implies that with the exception of Marin, the
other Bay Area counties have a greater proportion of industries employing
blue-collar labor. The evidence also supports the earlier indications of
relatively greater industrialization in the suburban areas.

At the same time San Francisco male residents were under-represented in
the blue-collar occupations (except truckdrivers) with respect to the entire
Bay Area. (See the Residence Specialization Ratio for these occupations in
Table 11.) TFor craftsmen and operatives the under-representation was pro-
portionately greater in residents than in jobs with the result that the com-

posite index presented in row ¢ under each occupation is greater than 100.0.
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This indicates that the city tends to draw workers in these occupations from
other counties to fill the available jobs. The opposite appears to be true
for truckdrivers (the composite index in row ¢ is 80.8) so that some male
residents in this occupation must commute to places of employment in other
counties.

In the white-collar occupations, the data for San Francisco indicate that
there is a net inflow of male professional workers and salaried managers in-
to the city. At the same time the data for Marin and San Mateo Counties
indicate the presence of more white-collar residents than jobs and imply a
daily commuting pattern to the central city.

The largest disparity between supply and demand is found for service
workers. Although San Francisco County's job specialization ratio for male
service workers is 101.0, the residence ratio is 157.9. Hence, the county
is significantly over-represented by residents in the service occupations.
One conclusion is that many service workers residing in San Francisco, to be

fully employed, must commute to other counties.*

*Median dollar earnings of male service workers, excluding private household
workers, are among the lowest for any of the major occupational groups,
$4,193 according to the 1960 Census in the entire Bay Area. Only private
household workers, farmers, and farm laborers had lower median earnings. See

Bureau of the Census, Census of Population,l1960, California, Detailed Charac-
teristics, PC (1)6D, Table 12ui.
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The data for females appear in Table 12 and may be interpreted in a
similar fashion. In brief, the data for San Francisco indicate that on
balance net in-commuting occurs in the clerical, sales, craffsmen, and labor-
ing occupations. Net out«commuting, however, occurs in the professional and
operatives classes. For service occupations, in contrast, a balance exists
between demand and supply.

In concluding this section one should note that although each ratio was
developed for a single point in time, the data do not and need not remain
unchanged over time. In particular, the data on residence specialization by
occupation refer to the occupation in which each resident was employed at

the time of the enumeration. The data do not necessarily reflect the best

occupation a resident could hold if jobs in that occupation were present and
available without discriminatfon. Nor do the data reflect the occupations
for which a resident could qualify if he received the appropriate education
and training. In fact, the data suggest areas where the application of public
and private policies might be considered to effect changes in the balance
between occupational and residential specialization.
C. Investment

A preceding section presented an analysis of postwar employment changes
and their influence on the industrial and occupational distribution of employ-
ment in San Francisco. With use of investment (new capital expenditures)
data we can move from the past to the potential growth of manufacturing in
the city. By using the new capital expenditures data as an indicator of
growth and expansion, it is possible to determine the extent to which manu-
facturing industries with high growth potential are prevalent in the San

Francisco area.

In Chart 1, each manufacturing industry's share of average annual new
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capital expenditures in manufacturing for the United States are plotted
against the share of total manufacturing investment in San Francisco accounted
for by each individual industry in the city. For example, the_ transpor-

tation equipment industry accounts for 9 percent of total mamufacturing in-
vestment nationally, but only 3% percent of fotal manufacturing investment

in San Francisco County. If the share of each industry locally was pre-
cisely the same as its national share, all observations would be along the
45° line.

From a viewpoint of increasing future employment opportunities, a
favorable scatter would occur with most points in the lower left and upper
right sections of the chart, indicating a proportionately greater investment
in high growth potential firms and proportionately smaller investment in low
growth potential firms locally than nationally. A favorable scatter would
indicate a proportionately greater number or size of growth firms in San
Francisco manufacturing than in U. S. manufacturing, or greater than average
investment (expansion or renovation)by existing firms. In either case the
result is enlarged productive capacity and, frequently, increased employment
opportunities.

Chart 1 does not present a particularly favorable scatter. Most of the
industries investing heaviest nationally (e.g. primary metals, chemicals,
transportation equipment) are not making major investments in San Francisco.
On the other hand there is negligible local investment in industries with
little investment nationally (e.g. leather, tobacco, lumber). It is clear
from the chart that the largest proportion of local manufacturing investment
is in the food products industry (46.5 percent). However, the fact that em-
ployment in the industry has declined during the same period (see Tables 1

and 2 and the accompanying text) suggests that the investment may consist
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largely of labor-saving technological change or substitution of capital for
labor.

When the investment pattern for the entire Bay Area (six county metro-
politan area) is taken into account, a far different pattern emerges than is
the case for San Francisco County alone. As can be seen in Chart 2, the
scatter of points parallels roughly the 45° line. Of the 20 industries shown,
new capital expenditures in nine accounted for three percent or less of the
total expenditures made in both the U. S. and in the Bay Area. The propor-
tionate share of total investment for eight industries closely parallels the
diagonal line. 1In contrast with the U. S., however, proportionately more in-
vestment dollars in the Bay Area were spent by the food and petroleum in-
dustries but a smaller share of total capital expenditures went to invest-
ments in primary metals.

The employment expansion noted earlier in Santa Clara County's manu-
facturing sector was based, of course, on the rapid development of new in-
dustries, especially in the electronics sector of electrical machinery. vThe
investment in the electrical machinery group accounted for almost 26 percent
of all capital expenditures in the three census years. The second largest
expenditure total on investment of new plant and equipment was made by the
food industry. This industry has, of course, been basic to this county's
economy for many years but provides only moderate employment gains (see Tables
6 and 7) despite the large investment expenditures.

In Table 13 the magnitude of spending for new plant and equipment is
shown for both San Francisco and Santa Clara Counties. Summarizing spending
for only three selected years provides, of course, only incomplete evidence
on total spending over a consecutive number of years. Nevertheless, the data
are consistent with the findings in the employment section. Even for the
three years, manufacturers spent $48,713,000 more for new plant and equipment

in Santa Clara County than in San Francisco County. The data in Table 13,
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however, suggest that the long-important manufacturing industries to San
Francisco--food, printing and publishing, and fabricated metals--are continu-
ing to invest in plant and equipment in the city. In fact, the food industry,
spending more than $34,000,000, some of which may have been for office build-
ings, over the three years, accounted for nearly one-half of all the invest-
ments in the city. Unfortunately, changes in the standard industrial classi-
fication make it impossible to evaluate the meaning of these investments to
the capital-labor ratio of the plants in operation so that the data cannot be
used to assert that new plant and equipment could be substituted in part for
production workers, The data do indicate, however, jthat certain industries

are continuing to invest in San Francisco.

SECTION II: THE FORCES BEHIND THE TRENDS
The reasons underlying an observed economic trend are always more dif-
ficult to isolate than the trend itself, The observed absolute decline in
manufacturing employment and the simultaneous change in the relative employ-
ment of white-collar and blue-collar workers could result from the following
effects working together or independently. (These are summarized below and
discussed in greater detail in the subsequent sections):

1. Differences in general business conditions between 1947 and 1963. The
former year was generally regarded as a good year for business, while in
the latter the economy was operating considerably below its productive
capacity. The national unemployment rate, for example, was 3.9 percent
in 1947 but 5.7 percent in 1963.

2. Changing production methods.

3. Industrial relocation and the impact of declining industries. An out-
migration of manufacturing firms using the largest proportions of pro-

duction workers accompanied by the movement of a few manufacturing firms
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employing a large proportion of white-collar workers into San Francisco would
produce the observed trends. (Loss of jobs in industries which are declining
nationally is a phenomenon common to all areas, and hence, is not explored
further in this studys)

A. Cyclical Effects

Even in the absence of technological change or industrial relocation,
changes in the relation of the general level of total public and private
demand to existing production capacity can result in substantial fluctuations
in the level and structure of employment. Although the effects of business
fluctuations on the level of employment are well known, it is less well
understood in some quarters that the employment effects of a business reces-
sion are typically distributed unevenly among the various skills, occupations,
and industries.

For example, the demand for consumer and producer durable goods declines
more rapidly than other demands during a recession,because it is relatively
easy to postpone expenditures for these products until business conditions
improve. Since the durable goods industries are large employers of blues
collar workers, the employment status of this group also deteriorates rela-
tive to others in a recession. Moreover, in virtually all manufacturing in-
dustries there is a éertain amount of clerical, supervisory and other general
overhead labor emplouyed even when employment is slack. This also favors a
proportionately greater reduction in blue-collar employment in a recession.
Finally, even in a slack economy, firms will attempt to minimize the loss or
turnover of highly skilled or educated personnel--particularly if the firm
has itself paid for the training. The relatively unskilled and uneducated,

therefore, suffer the greatest job loss when the economy develops slack.
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These facts of cyclical behavior were misunderstood by some in the
recent past and gave rise to an extended debate over the appropriate policy
mix to reduce unemployment. The point which is important in this study,
however, is that the recent behavior of the U. S. economy has demonstrated
that the industries, occupations, and skills which suffer the proportion-
ately greater employment losses during a recession experience the propor-
tionately greater employment gains during an upswing in business activity.
Thus, for the nation as a whole, blue-collar employment accelerated sub-
stantially during tﬁe recent recovery.

We noted earlier with the support of data in Table 8 that total em-~
ployment in San Francisco has fluctuated with national economic conditions;,
It is also clear, however, that the cyclical influences do not explain the
decline in San Francisco manufacturing employment between 1947, a "boom"
year for the economy, and 1963, a year of productive slack. Ggnerally, the
industries which employ large proportions of blue-collar workers continued
to have a smaller share of total employment in 1963 and 1965 than in 1947.
In particular and contrary to national trends, the recent upswing appears to
have had a negligible influence on private wage and salary manufacturing em-
ployment in San Francisco. Although manufacturing employment in the United
States increased sufficiently during the 1963-65 upswing to maintain the
sector's 1963 share of total employment (see Table 9), manufacturing em-
ployment in San Francisco cbntinued to decline with the result that the share
of manufacturing dropped from 18.0 percent to 16.8 percent of private em-
ployment in the city in two years. Thus, although the maintenance of ag-
gregate demand sufficient to match normal productive capacity is a neces-
sary condition for avoiding major fluctuations in blue-collar employment, it

appears that differences in general business conditions in 1947 and 1963 are
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not a major reason for the decline in production worker employment in San
Francisco. The sources of the decline must be found elsewhere.

B. Changing Production Methods and Industrial Mix

The shift which has been noted in the proportion of production
workers to white-collar workers for total manufacuring may reflect (1) the
increased use of production methods or technology requiring relatively fewer
production workers, (2) a change in the structure of San Francisco manu-
facturing in favor of industries whose technology has always required a
lower proportion of nonproduction workers, or (3) some combination of the
two effects. To analyze the recent employment changes it is necessary to
disaggregate the manufacturing sector, and to look at the trend in the ratio
of production worker employment to total employment in each sector. (See
Table 14.) If changes in production methods or technology are major reasons
for the observed change in aggregate factor proportions, there will be a
decline in the ratio in the sectors affected by these changes. At the other
extreme, if a change in the industrial composition of total manufacturing is
the only effect, the ratios will remain constant, but the share in total
manufacturing employment of industries using relatively few production
workers will increase.

The impact of technological change on the relative employment of blue-
collar and white-collar workers varied considerably among San Francisco manu-
facturing industries for the 1958-1963 period. Data in Table 14 indicate
that the proportion was virtually unchanged in the meat products, dairy,
beverage, commercial printing, and structural metal products industries.
Among the remaining industries, the experience was mixed, with the propor-
tion of blue-collar workers declining sharply in some industries (e.g. ship

and boat building, plumbing and heating appliances, printing trades services,
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TABLE 14
RATIO OF PRODUCTION WORKERS TO TOTAL EMPLOYMENT IN
SELECTED MANUFACTURING INDUSTRIES, SAN FRANCISCO COUNTY*

19y7%* 1958 1963
Total Manufacturing .67 .61 .58
Meat Products .79 .71 71
Dairies .64 .36 .37
Bakery Products .70 .59 .55
Beverages .78 .66 .67
Miscellaneous Foods .59 .59 .52
Women's Outerwear .86 .79 .85
Fabricated Textiles - .80 .76
Household Furniture .85 .83 .78
Newspapers U7 .54 .62
Commercial Printing .80 .76 77
Printing Trades Services .78 .77 .71
Paints and Allied Products .56 .58 .61
Stone, Clay, Glass .88 .79 .51
Primary Metals .83 .75 .82
Plumbing and Heating .82 .78 .71
Structural Metal Products .83 .64 .64
Fabricated Metal Products -- .73 .70
Nonelectrical Machinery 74 .69 .72
Electrical Machinery .79 .65 .68
Ship and Boat Building .92 .90 .82
Other Transportation Equipment .54 .81 .75

¥ 1954 data are not published in comparable detail.
*% 1947 data are not strictly comparable with data for 1958 and 1963.

Source: Bureau of the Census, U. S. Census of Manufactures, Vol. III,
Area Statistics, 1947, 1958, 1963.
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and household furniture) and increasing markedly in others (e.g. newspaper
publishing, primary metals, and women's outerwear). On balance, the avail-
able data indicate that the relative employment of production workers fell
in the majority of the industries cited, suggesting that the adoption of
technological innovations or the use of larger proportions of capital equip-
ment in production was a contributing force behind the employment trends
cited at the beginning of this paper.

However, these same data also indicate that changes in production
methods were not the sole reason for the decline in the aggragate proportion
of blue-collar workers employed-- from 67 percent in 1947 to 58 percent in
1963--in San Francisco manufacturing firms. A part of the change in aggre-
gate factor proportions must be attributed to the changing composition of
manufacturing industries in the city--particularly the fact that the employ-
ment declines have been largest in industries such as ship building, in which
the share of production workers in total employment has been highest, while
the few manufacturing industries with increasing employment utilize small
proportions of blue-collar workers. In general, this shift in the composi-
tion of manufacturing industry has increased the proportion of lighter in-
dustries, while tne proportion of heavier industries (the largest empleyers of
blue-collar workers) has decreased., The study of this phenomenon leads us to an

examination of the forces behind industrial relocation.

C. Imdretrial Relneat+ion

For several decades economists have studied industrial location with
a view toward developing a theory from which one could predict the optimsl?
location of a given industry. It was clear that any theory which was devel-

oped would not be all inclusive, since surveys of management in various areas
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of the country indicated that to some extent historical accidents, such as
the residence of business founders and the prevalence of useful business
connections or sources of finance, B2¥¢ been significant in the location of
some smaller firms. Nevertheless, the fact that the survival and growth of
most business organizations are affected by demand and cost considerations
and that these economic considerations vary between alternative locations
suggested that a theory of optimal industrial location could be specified.
The theory would have two uses: (1) it would indicate to a firm the best
location in view of existing markets and cost conditions; (2) it would in-
dicate to city, state, and regional policymakers the critical location-<deter-
mining economic factors which might be varied by policy to encourage or dis-
courage the location of industry within a specific area.

In general, the study of industrial location has failed in the first
effort. A firm which desires to maximize profits will choose its location
on the basis of the relative input costs at alternative locations. Since
transportation expenditures are relevant, the location of the industries
supplying production materials to the firm and the location of the markets
for the firm's products influence the cost incurred in a particular location.
Thus the optimal location of each firm from a standpoint of cost minimization
depends on the location of every other firm that it buys from or sells to.
However, the location of both input sources and markets are not stable, but
changing. To put the point differently, the locational decision of each
firm depends critically on the locational decision of every other firm..
Theoretically, this problem could only be circumvented if every firm met and
simultarf®ously decided where they would locate, and even this unlikely solu-
tion would not be optimal over time, since population movements and growth would
tend to change the location of many markets. For these reasons a precise,

rigorous analysis of the optimal location of a firm is not possible.
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Nevertheless, locational decisions, however imperfect, are still made
and the study of industrial location has achieved some success in the identi-
fication of the economic forces underlying locational decision-making.

The problem of plant relocation may be approached as a problem in in-
vestment decision-making. The average firm faces two general types of costs:
(1) fixed costs which are incurred whether or not the plant is actually oper-
ating, and (2) costs which vary with the amount of product produced per hour
or per day. At any moment in time the industries and firms which are ob-
served in a particular area such as San Francisco are tied to the area by the
fixed costs of investment fh (1) plagt, (2) equirment, and (3) training of a
skilled‘labor force. As long as the variable costs of production and at least
some of these fixed costs are covered by the firm's operations, the firm will

not in the short run shut down or move to an area where the variable costs of

production are lower. However, the first two locational ties mentioned above
will dissipate with time. Both plant and equipment either wear out with use
or become obsolete as technological innovations appear. The strength of the
third tie will depend upon the size of the firm's training investment, the
nunber of employees trained by the firm, their mobility, and the availability
of labor with similar skills in alternative locations. As these locational
ties dissipate, the firm faces a new investment decision. Because all costs
are variable at the moment of the investment decision, the firm is relatively
unconstrained in its choices of location and in general will weigh the rela-
tive cost advantages and disadvantages of alternative locations.

The implications of this view of plant relocation are important. For
instance, an abnormally large movement of firms from the city within a short
period of time does not necessarily imply the sudden incidence of some new

economic pressure. It may indicate that several firms, facing an investment



520

decision around the same time, responded to a set of economic pressures which
had been present for some time. Also, viewing the locatioh decisidn as one
part of an overall investment decision stresses the importance of inputs (e.g.
land) which are normally regarded as fixed costs in a locational decision.

In the remainder of the paper we shall trace the movement of manu-
facturing establishments in San Francisco County and discuss the influence of
several input costs.

The data on manufacturing establishments in San Francisco support two
conclusions: (1) over the postwar period there has been a decline to the
nushe? of establishments, and (2) the average number of employees per manu-
facturing establishment has also decreased since the decline in employment has -
been proportionately greater than the movement or dissolution of firms.

The data in Table 15 indicate that the total number of manufacturing
establishments declined sharply between 1947 and 1958 but increased slightly
since that time. However, these aggregate movements conceal a gradual change
in the type of industry found in the city from heavy durable goods manufac-
turing to lighter nondurable goods manufacturing. For instance, the increase
in the number of manufacturing establishments during the 1958-1963 period was
not widespread but concentrated in a few industries including commercial
printing, paint products, women's outerwear, and fabricated textiles. Al-
though there was a substantial drop in the number of establishments in some
of the food products industries during the same period, the greatest decline
in establishments occurred in such heavy industries as fabricated meta;s,
machinery, and stone, clay, and glass.

That the decline in manufacturing establishments is not typical for
the Bay Area generally or other urban areas is indicated by the data in Table

16. In most other urban areas manufacturing firms have increased in number



TABLE 15
NUMBER OF MANUFACTURING ESTABLISHMENTS IN
SAN FRANCISCO COUNTY BY INDUSTRY

23.

1947 1954 1958 1963

TOTAL :1,960 3,901 1,850 1,877
Food 310 281 269 226
Meat 49 " NA 38 31
Dairies 10 NA 17 18
Bakery 67 *NA 56 40
Candy 37 NA RA 13
Beverages 37 NA 31 30
Miscellaneous Food 73 NA 75 66
Apparel 308 332 309 301
Women's Outerwear 135 NA 152 159
Fabrics and Textiles NA NA 65 70
Lumber and Wood 58 u6 28 usg
Furniture and Fixtures 73 95 8l 84
Housep5l4 Furniture u3 NA 50 45
Paper 36 31 28 27
Printing & Publishing 415 395 uo7 433
Newspapers 28 NA 29 28
Commercial Printing 185 NA 225 2u5
Printing Trades 50 NA 49 u6
Chemicals 113 ‘g5 79 83
Paints ' LN NA 20 25
Rubber 2 7 13 22
Leather 31 23 23 18
Stone, Clay, Glass 4l 35 38 31
Primary Metals 26 27 26 24
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TABLE 15 (Continued)

19u7 1954 1958 1963

Fabricated Metals 194 158 140 127
Plumbing 23 NA 8 8
Structural 75 NA 52 43
Miscellaneous NA NA 15 15
Machinery 137 136 14l 136
Electrical Machinery 35 32 56 51
Transportation Equipment 32 NA 34 32
Ship and Boat . Building 13 NA 14 14
Instruments 21 20 15 23
Miscellaneous Mfg. 120 135 122 109

Source: Bureau of the Census, Census of Manufactures,Vol. %II

Area Statistics, 1947, 1954, 1958, 1963.



TABLE 16
NUMBER OF MANUFACTURING ESTABLISHMENTS,
SELECTED METROPOLITAN AREAS, 1947-1963

Percent Change
1947 1954 1958 1963 1947-63 1954-63

San Francisco County 1,990 1,901 1,850 1,877 - 5.7 - 1.3
Bay Area 1,681 2,205 2,583 2,872 - 70.9- 30.2
(Excluding San Francisco)*

Santa Clara County y24 567 773 1,095 158.3 93,1

iverage of 17 Metropolitan 6,139 6,951 NA 7,295 .18.8 4.9
reas

* Includes Alameda, Contra Costa, Marin, San Mateo, and Solano
Counties.,

Source: Bureau of the Census, U.S. Census of Manufactures, Vol. III,
Area Statistics, 1947, 1954, 1958, 1963.
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although not as rapidly as in areas (such as the five Bay Area counties)which
are peripheral to the central cities.

This observation is further substantiated by a recent study by the
US Department of Labor of census data on the value of permits issued for non-
residential building construction.* The study concluded that between 1954-65
most new industrial buildings were built outside the central city of major
metropolitan areas in the United States. For the country as a whole, 62 per-
cent of the valuation of permits authorized for new industrial building in
metropolitan areas were for the suburbs. For western urban areas in general
and Los Angeles in particular, 69 percent and 85 percent respectively of the
value of new permits for industrial construction were for the suburbs, Con-
trary to San Francisco, however, in other urban areas the general tendency
to locate in suburban areas has not been accompanied by an actual decline in
manufacturing establishments in the central city.

In absolute numbers, the decline in average establishment size, meas-
ured by'total employment, has been commensurate with the decline in the Bay
Area and other urban centers. (See Table 17.) This general trend is the
result of various forces including shifts in consumer tastes (and conse-

quently, production) to products requiring a relatively small labor input.

#U. S. Department of Labor, Press Release #7359, "Greater Concentration of
Business in Suburbs Hits Big City Poor," (August 15, 1966).



TABLE 17
AVERAGE NUMBER OF EMPLOYEES PER MANUFACTURING ESTABLISHMENT,
SELECTED METROPOLITAN AREAS, 1947, 1954, 1963

1947 1954 1963
United States 59 55 53
17 Urban SMSA'S 64 62 60
Bay Area 61 53 4y
(Excluding San Francisco)¥*
Santa Clara County Ly u9 87
San Francisco County 31 34 32

* Includes Alameda, Contra Costa, Marin, San Mateo, and Solano
Counties.

Source: Bureau of the Census, Census of Manufactures, Vol. III,
Area Statistics, 1947, 1954, 1963
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It is of interest to note that average establishment size in San
Francisco is smaller than the rest of the Bay Area and other urban areas for
each postwar observation. This fact suggests the presence of economic factors,
unique to the City of San Francisco, which place a constraint on the economic
operating size of manufacturing firms. Of particular relevance to this prob-
lem ' is the availability of industrial land in the city--a topic that will be
explored in the following section.

1. Land. The influence of land values on industry is most pertinent
at the time of a locational decision when all costs to the firm are variable.
Once a company has purchased or decided to rent the land and a plant is es-
tablished, the cost of the land cannot be varied by the firm, and therefore,
does not enter into day-fo-day production decisions. However, land values
are of major importance when a firm faces a locational decision because of
changing markets or obsolete plant. We shall consider evidence relating to:
(1) trends in the supply of industrial land within San Francisco County, (2)
the relative supply of industrial land in San Francisco and other major urban
areas (which may be of relevance to the locational decisions of firms facing
a national market), and (3) the relative supply of land in San Francisco and
other Bay Area counties (which may be relevant to the locational decisions of
firms facing a local or regional market).

During the postwar period industrial land use in San Francisco has in-
creased by 210 acres. This represented a slight increase in the share of
total city land devoted to industry. In general, as the data in Table 18
indicate, the share of land in almost every major use increased at the expense
of vacant land, which accounted for almost one-fifth of total city land in
1947-48. Only the share of land used by heavy structural industry and

utilities declined during the period, thus confirming the conclusions reached



TABLE 18

PERCENT DISTRIBUTION OF LAND USE,

SAN FRANCISCO COUNTY¥*

Net Area (acres)

Residence
Commerce
Industry
Structural: = Light
" Intermediate
Heavy
Open Air sdight
Intermediate
Heavy
Utility
Institutional
Public

Private Recreation

Vacant

59.

1961-1964  1947-1948
22,601.49 22,284.99

100.00% __ 100.00%

40.0 '37.0

6.5 5.5

6.5 5.6

2.4 2.0

1.4 1.1

.7 1.2

4 .2

1.0 .7

.6 4

4.2 4.8

1.9 1.6

29.2 24.2

1.6 1.3

10.0 19.9

* Acreage figures are provided in Appendix C.

Note: This classification is based on the predominant ground floor
use of property which does not necessarily conform with the

zoning classification.

Source: San Francisco Department of City Planning, The Use of

Land in San Francisco, October, 1964,



in the preceding discussion of manufacturing establishments.

Although the proportion of land for industrial use did not'decline
during the postwar period, there was a considerable shift in the location of
manufacturing activity within San Francisco. In particular, there was a
substantial reduction in industrial land use in the central business districts
along with increased industrial activity along the San Francisco Bay shore,
south of the central business districts. It is evident that the locational
shift of manufacturing activity within the city coincided with a change in

the industrial composition of the city, for while land in the central busi

ness districts was vacated by heavy industry, the new industrial land was
occupied by light and intermediate industries.

It should be noted that the data refer to land use rather than to
zoning classifications and therefore do not indicate changes in industrial
zoning or conformance of land use with zoning.

How does the distribution of land use in San Francisco compare with
other metropolitan areas? As Chart U4 indicates, the distribution for San
Francisco is not atypical. However, the total acreage data for each city
give a more accurate notion of the land constraint. It is a geographical
fact that San Francisco is many times over the smallest major U.S. city in
terms of total acreage. As a consequence, the amount of land available for
industrial use is smaller by a similar proportion than the amount available
in other urban areas, despite the fact that the share of total acreage
available for industrial use is comparable to other cities. Therefore, from
a standpoint of industrial location, San Francisco has an interregional
disadvantage with respect to land availability.

How does San Francisco compare with other Bay Area counties? The

comparison of land availability in San Francisco to the surrounding Bay Area
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counties provides some indication of the factors behind the earlier obser-
vation that in the aggregate industry appears to have a locational prefer-
ence for suburban areas.

The data in Table 19 indicate that San Francisco faces the same
relative locational disadvantage in terms of land supply locally that it
faces nationally with respect to other metropolitan areas. (San Francisco is
also the smallest county in the state, with the next largest, Santa Cruz,
being almost ten times as large.) Additional evidence on the cost dis-
advantages of locating in San Francisco is provided by the data on indust-
rial land values in several Bay Area cities in Table 20. The data do not
show rental values of available space, but normally this also varies with
supply and demand conditions. It is evident that the supply of industrial
land in surrounding counties is greater, and hence cheaper, for a given state
of demand, than in San Francisco.

In general, manufacturing industries prefer locations where they can
conduct a land-intensive operation and still remain competitive.

This importance of land availability has been noted in two recent
surveys., In a survey of 2800 East Bay firms, of which 60 percent were manu-

facturers, the ability to expand facilities was given as one of the four

most important locational factors.®* A survey conducted by Arthur D. Little
of firms that had moved from San Francisco to other Bay Area counties between
1953 and 1962 indicated that these migrant firms increased their lot sizes
substantially.** Further, the building size total and production space were

larger at the new location than had been the case in San Francisco.

% The other three factors were: (1) nearness to freeway, (2) nearness to
established labor supply, (3) nearness to market. See Development Research
Associates, "Land Utilization-Marketability Study, West Berkeley Industrial
Park Project" (Los Angeles, California, 1966), pp. 7 and 8

*¥Arthur D. Little, Inc., Studies on the San Francisco Economic Environment,
Technical Paper Number 5 (no date) p. 7.




TABLE 19

LAND AREA OF BAY AREA COUNTIES

Counties

Alameda
Contra Costa
Marin

Napa

San Francisco
San Mateo
Santa Clara
Solano
Sonoma

Source:

d S & Mi'

733
734
520
758
us
-
1,302
827
1,579

Population--1965, Table 17.

TABLE 20

INDUSTRIAL LAND VALUES, BAY AREA CITIES, 1963

San Francisco

Berkeley

Emeryville

Oakland

Palo Alto

San Jose
Source:

Bay Area Council, Guide to Industrial Locations in the San

Francisco Bay Area,

Price Per Square Foot
Low HiEE

$1.70 $8.00
1.20 2.25
1.65 2.75
.90 2.00
1.00 1.50
.55 2.25

63.

State of California, Department of Finance, California

s P .
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These locatienal factors appear to ®e particularly true for heavy
industries which, as was noted earlier, have been moving out of the central
city. A recent study of Alameda County noted that in recent years new manu-
facturing firms requiring a large initial investment tend "to locate in more
rural areas usually adjacent to railroad tracks or major highways and away
from the central metropolitan area."* Many suburban communities encourage
this movement by providing blocks of developed land for industrial use.

These observations also help to explain the observed differences in
the average size of manufacturing establishments. (See Table 17.) San
Francisco with its severe land constraint does not provide a competitive
location for industries that require a large, single-story plant for produc-
tion at minimum cost. As a result, the industries, which do remein, operate
on the average a small plant which is presumebly geared to a local market.
The larger, average establishment size observed for the entire Bay Area and
urban areas in other regilons is a reflection of the location of heavier
(and larger) plants where land is relatively abundant.

2. WaEs
a. The role of wages in location.

An assessment of the role of wages in the locational decisions of manu-
facturing firms is important because labor costs comprise & large share of
total costs in most manufacturing industries, and at the same time, difficult

because of the variety of other cost, market, and competitive considerations.

*Craft, James A., Recent Trends in Industrial Growth and Factors Affecting
that Growth in Alameda County (Unpublished manuseript, 1963).
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Production worker wage rates are of particular interest because they
are usually the major variable costs of production. In theory, an increase
in production worker wage rates relative to the costs of other inputs
(particularly capital equipment) encourages substitution of capital equip-
ment for labor in production. Alternatively, if the prices of labor-inten-
sive goods are raised (because of increased labor costs) relative to the
prices of capital-intensive goods, consumers may substitute capital-inten-
sive purchases for labor-intensive products in the market. Either effect
will reduce the employment of production workers.

In practice, firms may be unable to make adjustments in the combination
of capital and labor used in production each time the relative prices change.
Moreover, competitive firms which employ large proportions of blue-collar
labor may decide to incur reduced profits or temporary losses if wages rise
in excess of productivity gains, in order to maintain sales and production.

At the time of an investment decision, however, firms in high-wage
areas which (1) produce for a national market and (2) do not face other cost
disadvantages in alternative locations have the option of moving to a lower
wage area or remaining ih the same location but changing the technology of
production to use less of the relatively high-priced factor (e.g. labor). As
we shall see, blue-collar wage pressures in the San Francisco area may have
influenced the relocation of industry.of this type which were facing an in-
vestment decision. However, blue-collar wage rates will not be a decisive
determinant of location if inter-regional wage differentials are matched by
differences in the skill of workers. If, for example, both the wage rate

for a particular occupation and labor productivity due to education and train-

ing is ten percent higher in San Francisco than in Seattle, the labor cost

per unit of output will be matched by a compensating difference in output per
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manhour. The emphasis is important, for differences in labor productivity
may be due either to inter-regional variations in labor quality or to dif-
ferences in the amount or type of capital equipment used in production. The
latter require additional investment where wages are high in order to main-
tain a competitive unit labor cost and are thus a negative factor in loca-
tion.

There is also a group of industries which are relatively insensitive
to inter-area wage differentials because of ties to their local markets. In
some cases the firms must locate close to the market because of the perish-
able quality of the product. Newspapers are an example of a product which
is perishable and which in many cases has a decidedly local orientation.
Other industries including bakeries, breweries, and bottling works must re-
main close to the areas they serve in order to avoid prohibitive transport
costs. Whenever there is a large increase in weight or size during the pro-
duction process so that the final product is more expensive to transport than
the materials used in production, a firm will minimize costs by locating
close to the market in which it sells. The same forces which tie certain in-
dustries to a local market also insulate them from the competition of firms
in lower wage areas for up until a point differences in wage rates are more
than offset by differences in transportation expenses between plant and
market.

However, the fact that some firms do not make a locational response
to a moderate wage differential does not imply that they will remain insensi-
tive to wage pressures if the differential should increase. Even firms with
a local orientation may adopt labor saving solutions such as mergers or tech-

nological change if wage differences become so large that competition from

other areas is introduced.
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Finally, the locational pressures produced by inter-regional wage
differentials will also depend upon the types of skills and the proportion
of skilled to unskilled labor utilized in production. These factors differ
considerably between individual manufacturing industries, and as we shall
see, the inter-regional pattern of variation of the wages for skilled workers
differs from the variation for unskilled occupations.

b. Wages within the San Francisco-Oakland Metropolitan Area.

From both casual and empirical evidence it appears that the differ-
ence between blue-collar wage rates in San Francisco and other Bay Area
counties and cities is negligible.

Several representatives of management and labor mentioned during our

interviews that collective agreements in their industries covered the entire
Bay Area or Northern California. The limited data available for blue-collar
union wage scales (see Table 21) tend to support this view.

In general it appears that wages do not provide major locational
pressures between Bay Area counties and cities. A firm which prefers a
location within the region will presumably consider the alternatives in terms
of the location of its primary markets in the Bay Area, industrial-land
availability, transportation facilities, and perhaps taxes.

c. Inter-regional wage differences.

The industrial location problem is not restricted to the choices of

firms which are tied to the Bay Area. We pointed out in a previous section
that there are other firms which serve a national market, and consequently,
have considerable latitude in their choice of location if nearness to sources
of raw materials' sﬁpplies and transportation costs are not a restriction.
Several labor and management officials noted in our interviews that several

manufacturing firms which left San Francisco during the past decade moved



TABLE 21
BAY AREA UNION WAGE SCALES

July, 1966
Occupation

City Machinist Shirt Presser
San Francisco $3.64 $1.975
Alameda County
Alameda 3.64 1.98
Berkeley 3.6u4 1.98
Hayward 3.64 1.98
Oakland 3.64 1.98
Contra Costa County
Richmond 3.64 1.98
San Mateo County
San Mateo 3.64 1.87
Santa Clara County
San Jose 3.59 1.76
Palo Alto 3.59 1.76
Solano County
Vallejo 3.63 1.68

Source: California Department of Employment, Research.and .

Statistics, California Community Labor Market Surveys,
1965-1966.
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to other states. Where plant removals are from the San Francisco Area to
other states, it then becomes relevant to ask about the relative wage posi-
tion of the San Francisco Area* with respect to other major urban areas in
the United States.

The interpretation of available statistical evidence on inter-regional
wage differentials is, however, not an easy task for several reasons. As
pointed out above, the quality of the labor force is an important criterion
in the determination of the price of labor. Further, data available for
inter-regional comparisons are averages drawn from a sample of firms in each
area. These averages indicate the general level of wages for the occupation
and/or industry but mask a considerable dispersion of the wage rates within
each urban area.

Three basic sources of inter-regional wage information are therefore
examined in the following pages in order to familiarize readers with the
type of information available: In each case the reader is informed of the

problems of interpretation that arise when the various data series are used.

Data on average hourly earnings (including overtime payments) by manu-
facturing industry are presented for 17 metropolitan areas in Table 22. In
order to illustrate the relative wage position of the San Francisco-Oakland
Area, the hourly earnings average for each area is expressed as a percentage
of the average for the San Francisco Area. Thus, in 1965, average earnings
of production workers in the food products industry in Pittsburg were 89.2
percent of the average for that industry in the San Francisco Metropolitan

Area. With three major exceptions the San Francisco Area appears to have the

*Most wage rate data are averages for six countles--Alameda, Contra Costa, Mhrih,
San Francisco, San Mateo, and Solano.
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highest average hourly earnings for the sample of urban areas. Wages in the
food industries are higher in the Los Angeles Area, but many of these indus-
tries, such as bakeries and beverage firms, are tied to a local market and
relatively insensitive to moderate inter-area wage differences. In Seattle
the average wage for the nonelectrical machinery industry is 6.1 percent an
hour higher than in San Francisco. The final exception is in the beverage
and apparel industries in the New York Area.

These data provide only a general notion of the inter-regional con-
tours of industrial wages and cannot be accepted as a precise index of the
relative wage pressures which would face a firm in various urban locations
for at least two reasons. In the first place, the gross average hourly
earnings data in Table 22 will not adequately reflect the basic wage rates

if the amount of overtime varies between areas. More serious, however, is

the fact that each of the wage rates on which Table 22 is based is an average
of the rates observed in several small industries which are grouped by govern-
ment statistical bureaus into the broad classifications used in the table.
Thus, the relatively high average wage for the printing and publishing in-
dustry in San Francisco may mean that the city has relatively more of the
higher wage industries in that classification rather than that wages are
relatively high in every San Francisco firm classified in the printing and
publishing industry. Furthermore, the earnings are averages of a plant's
entire production work force so that they are affected by differences in
labor force structure.

Some of the data problems arising from inter-regional differences in
labor force structure and overtime hours can be avoided by comparing the
wage rates for a -particular occupation in various urban areas. Tables 23

and 24 present data gathered by the U. S. Bureau of Labor Statistics on
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TABLE 23

AVERAGE HOURLY EARNINGS (EXCLUDING OVERTIME)

OF SELECTED BLUE-COLLAR OCCUPATIONS IN MANUFACTURING, 1965-1966

Occupation
P
o) ~
: g 3
)
8 85 'g g o g o ] ¥
&8 89 E © &a Ao SO A o
e Bn 328 5@ B¢ 53 f£5 4
20 fups) & od #d4 EBS = =R
5 o 59 9S4 §5 < ~ o |
" & A owoQ H0 PU ow #eg
omO s o 30 0 A © @
23 20 288 £& F& &8 == B
Metropelitan
Area
Average
Hourly

Earnings $ 3.7u4 $3.68 3.77 3.86 3.82 4.16 2.91 3.10
San Francisco-

Oakland
Percent 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Detroit 95.5 96.6 99.2 96.9 92.1 93.7 97.3 091.0
Pittsburgh 8G.5 GG6.7 91.8 97.9 90.1 86.1 92.86 75.2
Seattle 91.4 ——- - 86.6 &67.7 67.3 99.7 GO4.2

Los Angeles-Long Beach 90.9 94.6 93.4 90.4 94.5 G7.0 §7.6 74.8

St. Louis 69.% 92.8 90.7 93.0 65.3 91.6 84,2 GO0.3
Houston oy.7 93.0 83.3 95.6 62.2 61.5 67.7 6u.5
Chicago 6G.5 92.8 93.1 94.6 91.4 92.1 81.4 7G.7

Minneapolis-St. Paul §7.2 94.8 52.5 93.3 90.3 &87.5 89.3 ¢&0.9

Phoenix 92.0 66.1 87.3 96.1 76.4 G87.3 80.1 81.3
Philadelphia 85.0 6.1 85.4 866.1 84.86 83.9 863,56 72.6
New Orleans ou.6 66.6 .- 55.5 68.6 ——- 67.4 57.7
New York 90.1 91.6 82.8 96.4 94.8 8u.3 87.6 68.1
New Haven 73.5 7.4 - 75.6 62.7 74.6 76.6 63.u4
Boston 81.8 83.2 8Lk.9 82.9 8a.7 8.0 T72.8 Th.5

Atlarfta 79.9 89.4 _— 2.9 73.0 §6.5 62.9 6u4.2
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TABLE 24

AVERAGE HOURLY EARNINGS (EXCLUDING OVERTIMEj

OF SELECTED BLUE-COLLAR OCCUPATIONS IN MANUFACTURING, 1958-1959

Occupation

9]

&

g . .

P g g oz .

%5 ﬁ 3 o o 0 - o T — b0 P

g gn Bed g4 B A §F S8y 5

PO KT “E uﬂ E o 3 agn o

o & 59 454 HE 2§ g% L£ES 4

" © © O m O © 3 O ® Moo O

=3 =8 oS8 £ 22 &2 =2Za B

Metropolitan -

Area

Average
Hourly

Earnings $ 2.92 3.07 2.98 3.03 2.96 3.38 2.30 2.28
San Francisco-

Oakland

Percent 100.0 100.0 100.0 100.0. 100.0 1l00.,0" 100.0 100.0
Detroit 100.7 100.0 102.7 101.3 95.9 93.8 100.0 100.0
Seattle 88.0 88.9 - 91.7 86.8 89.7 91.7 93.0

Los Angeles-Long Beach 93.8 95.8 94.6 96.7 94.6 88.5 93.5 490.8
St. Louis 93.8 94.1 91.6 86.7 89.9 89.7 85.7 86.0

Chicago 9L.9 97.4 94.6 99.7 94.6 93.5 86.5 87.7
Minneapolis-St. Paul  92.8 91.9 81.9 92.7 87.2 87.3 90.0 89.0

Philadelphia 89.7 87.9 88.3 88.4 85.5 84.9 84.3 78.9
New Orleans 80.1 89.9 - 88.1 72.6 - 63.0 59.2
New York 90.1 91.5 89.3 93.7 88.9 &%.9 90.9 73.7
Boston 82.9 85.3 83.2 85.8 81.8 81i.4 77.8 73.7
Atlanta 75.3 89.3 - 81.5 71.3 - 66.5 69.7
Dallas 80.8 78.8 - 81.5 69.3 80.5 66,1 67.1

Source: U. S. Bureau of Labor Statistics, Occupational Wage Surveys, 1958-59.
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average hourly earnings excluding overtime in selected blue-collar, manu-

facturing occupations. Data for several metropolitan areas are presented

for two recent time periods, 1958-59 and 1965-66, to indicate any changes

in the inter-city wage differences. The data illuminate several aspects of

the relative wage position of the Bay Area:

1.

The wage differences among metropolitan areas are greater for unskilled
than for skilled workers. In Table 23, for example, the lowest urban
wage for material handling labor in 1966 was not quite 63 percent (in
Atlanta, Georgia) of the prevailing San Francisco area wage for the oc-
cupation, and the wage rates of shipping packers in some areas (Dallas
and New Orleans) were just under 58 percent of the local rates. At the
same time the lowest straight-time average hourly earnings in the more
skilled occupations (carpenters, electricians, machinists, etc.) were
generally 75 to 80 percent of those for comparable occupations in the
Bay Area.

Since 1958-59 the difference between average hourly earnings in the San
Francisco-Oakland Area and other urban areas appears to have increased,
with a relatively greater gap developing in the unskilled than in the
skilled occupations. In general, a comparison of Tables 23 and 24 in-
dicates that average hourly earnings for most of the cited occupations
in most of the sample metropolitan areas were a smaller percent of the
San Francisco Area level in 1965-66 than in 1958-59. In the latter
period, for example, wages in Detroit for most of the occupations were

either the same or slightly higher than in the San Francisco Area, but

.in the more recent period, average earnings in each of the occupations

were much less in relation to San Francisco. On.the one hand, the dif-

ferential between the Los Angeles and San Francisco Areas increased over
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the period. On the other, the earnings differential between San

Francisco and Seattle decreased for several occupations (e.g. maintenance

carpenter and material haﬁdling laborer). The results in southern cities

were also mixed. In Atlanta, for example, earnings for skilled occu-
pations increasec while those for unskilled decreased relative to San

Francisco.

3. The above facts suggest that wage differences between the San Francisco

Area and other urban areas would be a more important locational force

for firms employing large proportions of unskilled and semi-skilled

workers.

There is one general objection to assessing the relative wage position
of an area by inter-regional differences in occupational average hourly
earnings. Wages for a given occupation may be influenced by the types of
industry providing jobs in a given area. For instance, the wage rate for a
carpenter or machinist in an industry which is isolated by virtue of size
from severe competitive pressures is normally higher than the wage offered
the same occupation in a highly competitive industry. To the extent that
the composition of manufacturing in a given area is dominated by high-wage
or low-wage firms, occupational wages will vary accordingly.

By comparing average hourly earnings for specific occupations in a given
industry among various metropolitan areas, the problem of industrial compo-
sition is avoided, and perhaps the purest estimate of a region's relative
wage position is obtained. In Table 25 there are data on average hourly
earnings excluding overtime in recent years for various skilled and un-
skilled blue-collar occupations in four industries for which data were avail-
able for several major metropolitan areas. The data confirm the conclusions

drawn from the other inter-area wage data presented in the study. Only the



TABLE 25
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Average Hourly Earnings (Excluding Overtime) of Blue-Collar
Occupations in Selected Manufacturing Industries and Metropolitan Areas

Average
Hourly
San Francisco- Earnings
Oakland
Fercent
Detroit
St. Louis
Chicago

Los Angeles
Pittsburgh
New York
Philadelphia
Minneapolis
Boston
Houston
Dallas

United States

Pacific Region

Nonelectrical Macainery(1765)

Gray Iron(1962)

/]
5 B 2 o
3 ] o i o0 »
qd <g2 ‘?I.g nHo | N84 T
S8 2H8 ag 239 |oSY wol BT
-4
e S84 o8 o8l |28 gud 4R
89 ©YEo U 29 |wBf S o0H O w
$3.97 $3.58 $3.06 $2,90 |$3.29 $3.15 $2.58
100.0 100.0 100.0 100.0 [100.0 100.0 100.0
93. 7 97. 2 95. 8 95. 9 - - -
94,7 100.8 92,8 80,3 |8a1 86,7 84.9
90.9 90,2 90.2 80.3 |85.7 90.2 95,0
87.2 89.4 83.0 86.9 |85.7 89.5 87.6
83.4 88,5 99.0 84,5 | 83,9 88,6 101,2
84‘ 9 84. 9 81. 0 73. 1 - - -~
86.4 83,2 8d.4 18,1 |80.5 79.7 178.3
84.1 82,4 80.7 83.1 /| - - -
81.9 80.2 81.7 175.2 | - - -
83,9 82,7 8.0 70.7 | - - -
74,1 74.3 69,6 59,7 | - - -
- - - - 87'2 8209 8909
- - - - 97.6 94,0 92.6

(Table 25 continued on next page)



Average
Hourly

TAELE 25 (continued)
Paints and Varnishes(1961)

780

Corrugated and Solid Fiber
EBoxes (1964)

Earnings $3, 046

San Francisco-

Percent 100, 9

QCakland

Detroit

St. Louis
Chicago

Los Angeles
Pittsburgh
New York
Philadelphia
Minneapolis
Boston
tlouston
Dallas

United States

Pacific Region

» on o3 2] ®
@ o " 33;‘,‘ %”,,Eg agedd O W bR
b o ook |S25H CRE o g9
e % o 8%o |apuk '3008 'R B
8 g = “’ﬁﬁ Boge 9afa Ho 59
el g & Eco8 |awke SHEoe .o 24
$2.75 $2.65 $2,60|$3.04 $2.85 $2,50 $2.45
100,0 100,0 100.0}100.0 100,00 100.0 100,0
88.9 89,5 90,2 95. 4 93.4 97.9 98. 4 93.5
83,7 82,5 83,4 83,8 91.4 89.8 98, 8 95,5
85.9 83.6 81,1 83.5 90, 8 88.8 100.8 93.9
89,5 89.1 86.4 86,2 1102.6 102.8 104.8 101.2
800 "1' 86.2 79.2 860 9 - - - -
85,3 78.5 73,2 75. 4 93,1 86.7 93,6 93.1
85.9 87.3 80,2 86,2 85.5 86.3 88,0 87.3
74,2 80, 4 7.4 76.5 - - - -
73.9 76.0 67.2 59. 6 - - - -
78.1 76,0 75.8 72,7 - - - -
83.7 8l.5 78.1 0.8 86,8 86.0 96.4 87.8
94,1 93.8 92.8 95.8 {100,7 100,.0 102.0 100.4

Source: U.S., Bureau of Labor Statistics, Industry Wage Surveys, Eulletin
Nos. 147¢&, 1386, 1318, 1478,
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relative wage positions of Pittsburgh and Minneapolis appear to be substan-
tially changed when the data are thus corrected for industrial composition.

In summary, the San Francisco-Oakland Area appears to have the highest
blue-collar average hourly earnings in the country. For industries which
are not tied to a location in the San Francisco Area, the relatively high
blue-collar average hourly earnings may be one factor encouraging location
or relocation in other areas. The extent to which this is a factor will vary
between industries, depending on their occupational mix and the differences
in the productivity (due to skill, education, and training) of labor at
alternative locations.

3. TIransportation. For most manufacturing firms the problem of distri-
bution begins where production ends. Once a plant is constructed and oper-
ating, management must live with the existing transportation apparatus. How-
ever, at the time of a locational decision the costs of distribution assoc-
iated with a particular location are of comparable importance to the pro-
duction costs which the firm would incur in the area. If, for instance,
management had a choice between two alternative locations where all relevant
production costs were virtually the same, it would choose rationally the site
where congestion and transportation rates were lowest.

We have only indirect evidence of the increased transportation time re-

quired to deliver or obtain cargo within San Francisco during the postwar

period.*®

-

*The lack of empirical evidence on transportation costs necessarily restricts
the discussion in tliiis section. The brevity of this section, howewver, should
not be construed as minimizing the importance of transportation costs in the
location decision:
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In Table 26 the traffic survey data indicate that in 12 years the
number of vehicles entering San Francisco on a typlcal weekday increased
by 87,000. While overall congestien increased, however, the number of
commercial behicles declined In particular, the number of trucks de-
clined by over 16,00 These data support the conclusion drawn from
other evidence that the manufacturing firms which remain in San Franciseo
are tied ts markets in the central city, for the truck traffic associated
with the distribution of local manufacturers would generally remain within

the city and thus would not be enumerated in the traffic surveys.

TABLE 26
NUMBER OF VEHICLES ENTERING SAN FRANCISCO ON A "TYPICAL" DAY

1959 ’ 1947

Vehicles Percent Vehicles Percent
Autos 275,355 87.2 171,027 75.0
Taxis 8,085 2.5 9,332 4.0
Trucks 26,0685 8.3 42,148 18.4
Local Bus 4,936 1.6 5,668 2.4
Out of Town Bus _1.556 _0.u 570 .2
Total 316,000 100.0 228,745 100.0

Source: Transportation Technical Committce of the Mayor's Trans-
portation Council, City and County of San Francisco,
Cordon Count Data, Metropolitan Traffic District, July,
1959,
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4, Taxes and Public Services

a. The role of taxes and public services in location.

In the study of industrial location, the role of taxes must be
evaluated jointly with the quantity and quality of the public
services financed by taxes. On the one hand, taxes represent a
fixed cost to the firm so that at the time of a locational decision
alternative sites must be evaluated in terms of the costs to be
incurred from state and local taxes. On the other hand, taxes finance
public services which are an important source of cost reductions to the
firm.

There are two major ways in which tax-financed public services
affect the cost structure of an industry. The first is the direct
effect in which state or local governments use taxes to provide services
which the firm otherwise would have to provide for itself at increased
operating costs. Police and fire protection provide examples of the
direct trade-off between taxes and operating costs. The "use of
industrial tax revenues to support efficient fire and police departments
may reduce the taxed firms' expenditures for watchmen and fire insurance."#*
A similar analysis may be extended to the water supply, sewer systems,
transportation facilities, and other public services which are critical

to the productive activity of a firm.

*J.S. Floyd, Jr., Effects of Taxation on Industrial Location
(Chapel Hill: University of North Carolina, 1952), p. 20. For other
examples see: Committee for Economic Development, Guiding Metropolitan
Growth, August 1960; Tomlinson Fort, "What Industry Looks for in a Community,"
Louisiana Industrial Development Conference, Louisiana State University,
Baton Rouge, Loulsiana, December 15, 1953; John D. Garwood, "Taxes and
Industrial Location," National Tax Journal, December 1952; Ralph Gray,
"Case Study of a Plant Location," The Arkansas Economist, Spring 1962;
Walter A. Morton, Housing Taxation"Madison: University of Wisconsin
Press, 1955).
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There is also an important indirect consideration for firms
which must attract a labor force (usually skilled workers) to a new
location. Typically, the transfer can be accomplished by offering wages
and salaries which are sufficiently high to overcome the inconvenience
of leaving existing jobs and moving to a new location. However, the
amount of inducement required will depend on the quality of the
environment to which the workers are being attracted. In general, the
magnitude of the wage inducement will be less in areas providing the
highest quality of public education, health, and protection services to
residents. Thus, industry also has an interest in the quality of those
public services which do not directly effect operating costs. On this
subject one expert has noted that:

...industry may be getting its money's worth out
of local taxes even if the money value of taxes
exceeds the estimated direct benefit to industry
in terms of measurable cost of such services as
police and fire protection. The company's
employees are essential to the company's
operation. If they receive a tax bargain as home-
owner-taxpayers because of the taxes paid by
industry that tax bargain is one of the factors
attracting the employees to work for that company
and live in that community; hence, the benefit
shows up indirectly, but no less significantly,
through the better quality of personnel at any
given salary scale.*

It now becames clear that when evaluating the influence of taxes
alone, a simple comparison of tax rates in alternative locations does
not by itself indicate the location with the lowest cost for the firm

may lose the savings of a low tax rate in the additional costs incurred

in providing its own services. Therefore, in making a locational

*H, Somers, "Taxes and Services as Factors in Industrial
Location" in Governor's Conference on Employment (Berkeley: Institute
of Industrial Relations, 1965 ), -p. L4-15.
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decision, the firm must evaluate tax rates in alternative locations in
terms of the level of public services provided.

In analyzing taxes from this benefit-cost viewpoint, the firm
would clearly list a location with low taxes and a high level of
public services as first choice. Since services are financed by taxes,
this ideal combination is rarely found in communities with a residential
section. Areas with high taxes and low level or quality of public
services are at the other extreme and offer the poorest alternmative
from a cost standpoint.

In the more general situation, the level and quality of services
vary with the tax burden. In this instance each firm must decide
whether it is more advantageous to buy its services through taxes or
to locate in a low tax area and provide the services directly through

higher overhead costs.

b. Property taxes in San Francisco and the Bay Area

Bearing the above considerations in mind, we can now consider
real property tax rates in San Francisco and other Bay Area municipalities.
However, it is not possible to rendér a definitive statement regarding
the "best" location in the area (on the basis of taxes and public
services alone) because of the difficulties in measuring the quality of
public services and because different firms and industries require
different types of services. A study of prevailing tax rates does
indicate where firms would normally expect high quality services to

compensate for the additional cost of a relatively high tax rate.
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The dats in Table 27 show the "true" tax rates per $100 of full
market value in several Bay Area cities. This rate is the basic tax
rate multiplied by the ratio of assessed value to full market value of
the property. Thus, by correcting for the intercity differences in
assessment ratios, the "true" or composite tax rate provides the most
accurate indicator of comparative tax costs in Bay Area &ocations.
Where rates vary between districts within cities, the highest and lowest
rate in the range is shown.

The "true" or composite tax rate for San Francisco is higher
than the lowest rates prevailing in those cities and towns in San
Mateo, Santa Clara and Alameda counties which are most cited as the
locations for major new industries in the Bay Area. In general, the
data suggest that those areas which offer the greatest advantage in
terms of land availability also offer the lowest tax rates. But again,
it must be stressed that from a viewpoint of a firm's cost structure,
taxes must be interprefed in terms of the quantity and quality of
public services available in each location -- a regretably difficult
item to assess.

A specific property tax that has been cited as offering
locational advantages and disadvantages within the Bay Area is the
business inventory tax. This tax has been of importance to industries
or operations (such as warehousing) which typically must carry a
substantial amount of merchandise in stock. Within the area differences
have existed because of the lack of uniform assessment praétices. In
particular, San Francisco followed a high assessment policy. With the
passage of Assembly Bill 80 by the California Legislature, however,
inter-county differences in assessment practices within the Bay Area

should be removed by fiscal 19T1-7T2. On this point, A.B. 80 reads:
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"TRUE" TAX RATES IN BAY AREA CITIES, 1966-6T# 85.
Range of "True" Rates
County and City Low igh

:

San Francisco County

San Francisco $2.04 $2.0L

Alameda County

Berkeley 2.72 2.7h
Emeryville 1.40 1.L0
Fremont 2.09 2.38
Livermore 2.30 2.30
Oakland 2.17 2.72
Pleasanton 1.98 2.37
San Leandro 1.73 2.51
Union City 1.92 2.31
Contra Costa County

Concord 2.54 2.98
Martinez 2.00 2.99
Richmond 2.52 2.97
Walnut Creek 2.59 2.91
San Mateo County

Brisbane 1.94 2.28
Menlo Park 1.85 2.41
Redwood City 1.96 2.33
San Carlos 1.78 2.08
South San Francisco 1.88 2.39
Santa Clara County

Milpitas 1.80 2.25
Palo Alto 1.01 2.46
San Jose 1.74 2.48
Santa Clara 2.14 2.29
Sunnyvale 2.09 2.47
Solano County

Fairfield 1.67 2.12
Vallejo 1.92 2.24

#Real property tax rates per $100 of full market value. "True" tax rates
apply to property theoretically assessed at full market value to permit
comparison of cities with different assessment practices. The table does
not include special taxes levied in some areas on land and land improve-
ments.

Source: Auditor-Controller Offices, Bay Area counties and various
cities; as published by the Bay Area Council in Bay Area Facts,
December 1966.
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Every assessor shall assess all property subject
to general property taxation from the lien date
for the 1967-68 fiscal year through the 1970-T1
fiscal year at a publicly announced ratio of his
own choosing which shall be between 20 percent
and 25 percent of full cash value. Beginning
with the lien date for the 19T71-T2 fiscal year
he shall assess all property subject to general
property taxation at 25 percent of its full cash
value.

D. Conclusion

This report has covered the dimensions of the decline in
manufacturing employment in San Francisco and presented an analysis of
the major underlying economic forces. A review of the alternative
explanations of the decline in manufacturing employment indicated that
industrial relocation was the primary factor.

The major assumption underlying the analysis in the second
section of the report is that firms attempt to maximize profits. Since
profit is defined as revenue minus cost, maximizing profits is equivalent
to minimizing the cost of producing a given output. In some instances.
minimizing costs may require the relocation of a plant.

Four cost factors have been stressed in this report -- land, wages,
transportation, and taxes -- but these do not represent an exhaustive
list of the costs incurred by manufacturing firms. They are, however,
ma jor sources of industrial cost. But, whereas each cost has been
considered separately in the preceding analysis, the profit-maximizing
firm must consider total costs when making a locational decision.

It should now be clear why no single general answer to the
question, "Why is industry leaving San Francisco?" has emerged from this
report. The relative importance of each type of cost incurred both

varies considerably among industries and also differs with the size of
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the market and the degree of competition encountered by a firm. Since
no single force affects all industries equally, the cost factor(s)
inspiring relocation will most likely differ among industries.

However, the specific answers to the question "Why is Industry X
or Industry Y leaving San Francisco?" can be answered with the
appropriate analysis. The preceding pages provide the framework for

the application of such analysis to the individual industries.
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TABLE 2

Q2.

ADMINISTRATIVE AND AUXILIARY PERSONNEL AS A

PERCENT OF TOTAL PRIVATE MANUFACTURING

EMPLOYMENT, 1950 AND 196k

Mid-March Mid-March
1950 1964
Counties 1?5333557 (Percent)
Alemeda 2.3 5.4
Contra Costa * *
Marin * *
San Francisco 6.2 17.2
San Mateo * 6.9
Santa Clara 2.5 2.5
Solano * *
California 2.5 4,1
San Francisco County as
a Percent of California 22.2 18.9

*Negligible number

Source: U.S. Bureau of the Census, County Business

Patterns, 1950 and 196k.




TABLE 3

LAND USE IN SAN FRANCISCO COUNTY (IN ACRES),
1947-48 AND 1961-64

Land Use

Totel Net Acreage
Residence
Commerce
Industry
Structural:Light
Intermediate
Heavy
~Open Air:Light
Intermediate
Heavy
Utility
Institutional
Public
Private Recreation

Vacant

1961-64  1947-48
22,601 22,285
9,037 8,240
1,478 1,233
1,464 1,254
552 LhL
315 255
162 262>
8L 35
219 159
132 99
95k 1,072
Lo 352
6,594 5,398
364 298
2,271 4,439

Source: San Francisco Department of City Planning,
The Use of Land in San Francisco, October,

1964,

93.
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TABLE 4

PERCENT DISTRIBUTION OF INVESTMENT BY INDUSTRY

United San Francisco San Francisco Santa Clara

States County Oakland SMSA County
TOTAL 100.0 100.0 100.0 100.0
Food 10.2 46.5 15.5 22.1
Tobacco A - - -
Textiles 3.6 - - -
Apparel .9 3.2 .5 -
Lumber 2.9 - .6 T
Furniture .8 2.0 1.7 .5
Paper 7.0 2.3 7.3 L.2
Printing 3.7 13.8 4.3 3.4
Chemicals 12.3 4.0 10.7 L. L
Petroleum 5.9 h 21.7 i
Rubber 2.3 .7 .8
Leather .3 - - -
Stone, Clay, Glass 5.9 5 3.5 10.9
Primary Metals 14.0 .6 7.8 .6
Febricated Metals 5.1 4.1 7.6 6.0
Machinery 7.6 4.3 k.5 18.8
Electrical Machinery 5.6 1.9 4.8 25.7
Transportation Equipment 9.1 3.5 7.2 -
Instruments 1.5 - .5 1.0
Miscellaneous 1.8 1.4 .6 b

Source: Bureau of the Census, Census of Manufactures, Vol. III, and
Annual Survey of Manufactures.

Note: Dates for which the date apply are given in Charts 1, 2, and 3.
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1. DETAILED DESCRIPTION OF STANDARD INDUSTRIAL
CLASSIFICATIONS® FOR THE MANUFACTURING INDUSTRIES

Food and Kindred Products: Establishments manufacturing foods and

beverages for human consumption, and
certain related products, such as menufactured ice, chewing gum,
vegetable and animal fats and oils, and prepared feeds for animals
and fowls.

Tobacco Manufactures: Establishments manufacturing cigarettes,
cigars, smoking and chewing tobacco, and
snuff, and in stemming and redrying tobacco.

Textile Mill Products: Establishments engaged in performing any

of the following operations: (1) prepar-
ation of fiber and subsequent manufacturing of yarn, thread, braids,
twine, and cordage; (2) manufacturing broad woven fabric, knit fabric,
and carpets and rugs from yarn; (3) dyeing and finishing fiber, yarn,
fabric, and knit apparel; (4) coating, waterproofing, or otherwise
treating fabric; (5) the integrated manufacture of knit apparel and
other finished articles of yern; and (6) the manufacture of felt
goods, lace goods, bonded-fiber febrics, and miscellaneous textiles.

Apparel: Establishments producing clothing and fabricated products

by cutting and sewing purchased woven or knit textile
febrics and related materials such as leather, rubberized fabriés,
plastics and furs.

Lumber and Wood Products: Logging camps engaged in cutting timber
and pulpwood; merchant sawmills, lath
mills, shingle mills, cooperage stock mills, planing  mills, and
plywood mills and veneer mills engaged in producing lumber and wood
basic materials; and establishments engaged in manufacturing fin-
ished articles made entirely or mainly of wood or wood substitutes.

Furniture and Fixtures: Esteblishments engaged in manufacturing
household, office, public building, and
restaurant furniture, and office and store fixtures.

Paper and Allied Products: Manufacture of pulps from wood and other

cellulose fibers, and rags; the manufac-
ture of paper and peperboard; and the manufacture of paper and paper-
board into converted products such as paper coated off the paper ma-
chine, paper bags, paper boxes, and envelopes.
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Printing, Publishing, and Allied Industries: Establishments engaged

in printing by one or
more of the common processes; those which perform services for the
printing trade; and establishments engaged in publishing newspapers,
books, and periodicals, regardless of whether or not they do their
own printing.

Chemicals and Allied Products: Estsblishments producing basic chemicals,
and establishments manufacturing prod-
ucts by predominantly chemical processes.

Petroleum Refining and Related Industries: Establishments primarily

engaged in petroleum re-
fining, manufacturing paving and roofing materials, and compounding
lubricating oils and grease from purchased materials.

Rubber and Miscellaneous Plastics Products: Establishments manufacturing

rubber products such as tires,
rubber footwear, mechanical rubber goods, heels and soles, flooring, plas-
tics products, and establishments engaged in molding primary plastics for
the trade,

Leather and Leather Products: Establishments engaged in tanning, currying,
and finishing hides and skins, and estab-
lishments manufacturing finished leather and artificial leather products.

Stone, Clay and Glass Products: Esteblishments engaged in manufacturing

flat glass and other glass products,
cement, structural clay products, pottery, concrete and gypsum products,
cut stone products, abrasive and asbestos products.

Primary Metsal Industries: Establishments engaged in the smelting and re-

fining of ferrous and nonferrous metals from
ore, pig, or scrap; in the rolling, drawing, and alloying of ferrous and
nonferrous metals and in the manufacture of nails, spikes, and insulated
wire and ceble.

Fabricated Metal Products Industries: Establishments engeged in fabri-

cating ferrous and nonferrous
metal products such as metal cans, tinware, hand tools, cutlery, genera.
hardware, nonelectric heating apparatus, fabricated structural metal
products, metal steampings, and a variety of metal and wire products not
elsevhere classified.

Machinery, Except Electricel: Establishments engaged in menufacturing
machinery and equipment other than elec-
trical equipment and transportation equipment.

Electrical Machinery: Estaeblishments engaged in manufacturing machinery,
apparatus, and supplies for the generation, storage,

transmission, transformation,. and utilization of electrical energy.
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Transportation Equipment: Establishments engaged in manufacturing equip-
ment for transportation of passengers and

cargo by land, air, and water.

Professional, Scientific, and Controlling Instruments: Establishments
engaged in man-
ufacturing mechanical measuring, engineering, laboratory, and scientific
research instruments; optical instruments and lenses; surgical, medical,
and dental instruments, equipment, and supplies; ophthalmic goods; photo-
graphic equipment and supplies; and watches and clocks.

Miscellaneous Manufacturing Industries: Establishments engaged in man-

ufacturing jewelry, silverware

and plated ware; musical instruments; toys, sporting and athletic goods;
pens, pencils, and other office and artists' materials; buttons, costume
novelties, miscellaneous notions; brooms and brushes; morticians' goods;
and other miscellaneous manufacturing industries.

Note: All descriptions are condensed from the U.S, Bureau of the Budget,
Standard Industrial Classification Manual (Washington: U.S.
Government Printing Office, 1958).
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2. MAJOR SUBDIVISIONS OF BROAD GROUPS IN NONMANUFACTURING

Transportation, communications, and utilities

Railroads and railway express service

Street railways and bus lines

Trucking service and warehousing

Water transportation

Air transportation

All other transportation

Communications

Electric and gas utilitiles

Water supply, sanitary services and other utilities

Retail trade

Food and dairy product stores

General merchandise and variety stores

Apparel and accessories stores

Furniture, home furnishings and equipment stores
Motor vehicle and accessory stores

Gasoline service stations

Drug stores

Eating and drinking places

Hardware, farm implements, building materials
All other retail trade

Services

&, Business and repair services

Business services
Auto repair and garages
Miscellaneous repair

b. Personal services

Private households

Hotels and lodging

Laundering, cleaning, and dyeing
All other personal services

c. Professional and related services

Medical and other health

Educational services, private and government

Welfare, religious and membership organizations

Legal, engineering and miscellaneous professional services

d. ZEntertalument and recreation services

*Detail is not provided for those industry groups whose content is clearly
evident from the broad title; i.e., agriculture, forestry, fishing, con-
struction, wholesale trade, finance, insurance, real estate, and public

administration.



3. MOST NUMBEROUS SPECIFIC OCCUPATIONS
INCLUDED UNDER THE MAJOR OCCUPATIONAL GROUPS

Professional, technical, and kindred

Accountants

Chemists

Engineers

Teachers (all levels)

Draftsmen

Lawyers and judges

Physicians, surgeons, and dentists
Medical and dental technicians
Electrical and electronic technicians

Managers, officials, and proprietors (excluding farm)

Salaried and self-employed persons in various industries
Stete and local administration officials and inspectors

Clerical

Bookeepers

Mail carriers

Cashiers

Office machine operators

Stenographers, typists, and secretaries
Telephone operators

Sales Workers

Insurance and real estate brokers and agents
Sales workers in various lines

Craftsmen and foremen

Various construction crafts

Various metal crafts

Various printing crafts

Linemen and servicemen (telephone, telegraph, power)
Various railroad crafts

Mechanics and repairmen

Stationary engineers

ggeratives

Apprentices

Auto service and parkin; attendants
Bus drivers

Laundry and dry cleaning operatives
Meat cutters

Sailors and deck hands
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Texicab’drivers and chauffeurs

Truck drivers and deliverymen

Welders and flame-cutters

Semiskilled workers in manufacturing plants

Other service workers

Barbers

Janitors, porters, and charwomen

Cooks

Firemen

Guards and watchmen

Policemen

Waiters, bartenders, and counter workers
Hospital and other institutional attendants
Hairdressers

Practical nurses

Laborers (except farm and mine)

Fishermen
Longshoremen and stevedores
Unskilled laborers in various industries
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APPENDIX C

COMPUTATIONAL METHODOLOGY OF OCCUPATIONAL

SPECIALIZATION RATIOS
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OCCUPATIONAL SPECIALIZATION RATIOS®

A. Derivation of the Occupational Specialization Ratios by Residence

of Workers
These ratios were derived from date in the U.S. Census of Pop-

ulation: 1960, General and Economic Characteristics, California. (Final

Report PC(1) - 6C), Tebles T4 and 8kL.
The methodology used to derive these ratios was as follows:
1. For each occupational category, the number of resident workers in
each of the six Bay Area counties was expressed as a percentage of
the total number for the Bey Area. For example, the entire Bay
Area had 96,843 male resident workers in the professional and technical
occupations. Of these workers, 23,352 males resided in San Francisco.
Hence, San Francisco County's share for this occupation was 2k.11 percent.
2. The total number of male resident workers in each county was expressed
as a percentage of the total number of male resident workers in the
entire Bay Area. For example, in 1960, San Francisco County had
197,636 male resident workers out of a Bay Area total of 699,777, or
about 28.2k percent of the total. |
3. In Table 11, the numbers in row b under each occupational category
represent the ratio of the two percenteges described above. For example,
San Francisco's share of male resident professional workers was 2U4.11
percent while its share of all male resident workers was 28.24 percent.
The quotient of these figures (.854) represents the residents' special-

ization ratio for male professional end technical workers in San

*The procedure detailed below follows in.part that used by Edgar M.
Hoover and Reymond Vernon. See Anatomy of a Metropolis (Camhridge; ‘Mass.}
Barvard Uniyexrsity Press, 1959), AD Tx L.




10L.
.. Franeisco. 1In this case, because the coefficient is less than one,
San Francisco is under-represented in residents employed in the pro-
fessional and technical occupations.
The above methodology was also followed to derive the residents'
occupational speciaslization ratios for females.
The only occupational category excluded from the above analysis

vhich appears in the Census was Farmers and Ferm Managers. This group

accounted for 0.6 percent of all male resident workers and 0.06 percent
of all fémale resident workers in 1960.

Nonfarm manasgers were divided into the salaried and self-employed
categories in order to discern any important differences that exist
between these two categories.

Service workers include such occupations as waiters, bartenders,
cooks, and protective service workers as well as private household workers.
Data for males treat deliverymen and drivers separately from
operatives, the general semiskilled category, so that the differences

between the two groups could be determined.

Nonfaxrm and farm laborers are treated as a group on the assumption
that these groups, the unskilled, are interchangeable among industries.
This assumption appears more realistic when studying labor supply inasmuch
as there is considerable evidence regarding the flow of farm workers to

urban areas when job opportunities are favorable.

B. Derivation of Occupational Specialization Ratios by Location of Jobs

The ratios of specialization by job location were obtained by a
procedure that involved, as a first step, estimating employment in each

county by industry. (As indicated above, Census data deal with the dis-
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tribution of employed residents by industry and occupation. These data
do not provide information on the location of the jobs by county.)

Basic data used to obtain the county employment estimates were

those published in County Business Patterns, 1962 by the Bureau of the

Census. These data include all employment subject to the Federal In-
surance Contributions Act, i.e., (1) all covered wage and salary employ-
ment of private nonfarm employers and of nonprofit membership orgeni-
zations under compulsory coverage and (2) all employment of religious,
charitable, educational and other nonprofit organizations covered under
the elective provisions of the Act. Excluded from the scope of County

Business Patterns are farm workers, domestic workers reported separately,

self-employed persons, employees of all levels of govermment, railroed
workers, and unpald family workers.
Total employment estimates were obtained by adding estimates for

the latter excluded categories to those sppearing in County Business

Patterns. County estimates for farm workers, railroad workers, and
several of the govermment employment categories were obtained from the
California Department of Employment, Coastal Area. County estimates of
Federal, State, and local government employment were obtained from the
California Department of Industrial Relations, Division of Labor Statistics
and Research. All govermment employment was allocated by industry group
to conform to the allocation of employment in the private sector so

that occupations could be studied. For example, employment in public
schools is considered within the Service Industry sector along with
private schools. Employment of domestic workers in privete households
was taken from the 1960 Census of Population. Implicit in this procedure

is the assumption that residents of counties working in private households
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do not cross county lines to get to their jobs. While some error is
introduced by this assumption, the effect on the final ratios in Tables
11 and 12 is negligible. The number of self-employed workers in each
county was estimated by applying the following factor. Self-employed
workers (1960 Census data) divided by the number of reporting units (from

County Business Patterns) for the siz-county Bay Area to the number of

reporting units in each county. These estimates were made separately

for the following major groups: agriculture, forestry, and fishing;
mining; construction; wholesale trade; retail trade;\ and finance,
insurance, and real estate. For manufacturing, the transportation group,
and service group, estimates were made for two-digit subgroups in order to
reduce the amount of error introduced when only the broad groups are
considered. Unpaid family workers were excluded from the estimates.

These workers accounted for 0.6 percent of all Bay Area employment in 1960.
To have distributed this small number of workers through the industrial
structure of each county would have required several stron; assumptions,
and hence introduced errors of unknown magnitude. Further, inasmuch as
the primary percentages were computed to the fourth decimal place, ex-
clusion of these small numbers from the data yielded only a minor effect,
if any, on the final ratios in Tables 11 and 12. County estimates were
also adjusted to account for employment in private education that is
excluded from the basic covered employment as described above.

The industry employment estimates for each county were allocated
by sex according to ratios derived from the 1960 Census for total Bay
Area employment. County industry employment data were then allocated
by occupations for men and women separately. The occupation-by-industry

coefficients were derived from the Census of Population: 1960, Detailed
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Characteristics, California, Table 125. Occupational distributions

were derived for the following industry groups:

Agriculture, forestry, and fishing
Mining

Construction

Manufacturing

Railroadg”

Trucking

Other Transportation®
Communications*

Utilities*

Wholesale Trade

Retall Trade

Finance, Insurance, and Real Estate
Repair Services

Business Services

Hotels and Lodging

Other Personal Services
Entertainment

Medical Services
Education--Government
Education--Private

Other Professional Services
Public Administration
Industry Not Reported

For the female occupation-by-industry distribution, however,
coefficients were derived for the one-digit group transportation,
communications and utilities rather than for the detail shown abcve
(starred items) because of the relative homogeneity in the occupation-
by-industry distribution.

Application of these coefficients against industry employment
data by county location yielded occupational employment estimates for
men and women in each county. From these estimates, coefficlents of
occupational specialization by location of jobs were derived in the same

way as described sbove for the residents' ratios.



