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Planning for Shared Prosperity or Growing Inequality?

For California, it has become the best of times and the worst of times.  The economy is

booming, venture capital is thriving, and employment is increasing. Everyone agrees

that dot.com millionaires may be receiving the most benefits of the internet juggernaut,

but are the tides lifting all boats once stuck?

The short answer is "not yet."  California may top the list in many things – high-tech

jobs, ethnic diversity, entrepreneurial spirit, among many others – but it has also been

leading the country in one clearly undesirable feature: income inequality.  Depending

on how it is measured, California is either the fifth or sixth worst state for income dis-

tribution. Underlying trends, particularly the increasing premiums to both skills and

connections in the new economy, point to a potential worsening in the future.

What are we to do?  In understanding California's future, we must recognize that the state's

economy has become less a cohesive unit and more a "common market" of regions.

Each region – the Bay Area, northernmost California, the Central Valley, Los Angeles

and environs, and San Diego -- is increasingly heading its own way, with different eco-

nomic clusters, different business groupings, and different possibilities.  San Diego has

recognized and gotten ahead of this trend, devising regional strategies at many differ-

ent levels and accomplishing a dramatic local shift from reliance on defense expendi-

tures to various high-technology sectors.  As in San Diego, economic solutions will be

increasingly offered and accomplished at the regional level.

But what kind of solutions will we see?  A mindset left from the early 1990s – when times

were bad and business was leaving – suggests that unconditional subsidies and unqual-

ified support for firms are the critical levers to economic success.  But as the economy

has recovered, other factors have become critical: the skills of the workforce, the qual-

ity of life, and the policy consensus of regional leaders.

Foreword



For all these factors, inequality is a negative: maintaining some in poverty, especially

working poverty, leads to an erosion of human capital, an increase in social problems,

and challenges to building coalitions for growth. The central task of the new economy

has become how to share prosperity – not simply for reasons of good will but also

because it makes good business and economic sense.

To couple growth and equity will require new approaches, of which this report is one.

With an extraordinary level of analytical detail, the authors "un-pack" many of the myths

about the new economy – and how to stir its development.  They note that growth isn't

just limited to "cluster" industries – and that the higher-tech clusters targeted by policy

makers may not be key to generating employment for most individuals in the San Diego

economy.  They raise key issues about the quality of employment, noting the increase

in the working poor, the expansion of temporary employment, and the lack of health ben-

efits in many of the sectors public authorities have favored.

What the report lays to rest is the notion that we can simply "train" everyone up to the

standards of the new economy.  This is not to negate the importance of an education

and training focus – and the authors are careful to stress that such policies can be an

important component of an overall approach.  But a careful look at the demand side of

the labor market suggests that it is not simply a lack of skills: the structure of the jobs

being created is itself contributing to widening inequality and growing insecurity.

This raises to the fore the question of standards for development and employment.

While no region can set its own minimum wage, regions can be more cautious about which

clusters they favor, which subsidies they deliver, and which communities they target.  After

all, the ultimate goal of economic development policy is not simply to grow the econ-

omy but to create good jobs and business opportunities for all residents.

Some regions have heard the message and moved to a new growth and equity perspec-

tive.  In the Silicon Valley, for example, a revitalized labor movement is pushing for

career training and labor norms for the new economy while the leading regional busi-

ness group has decided that tackling the "digital divide" is key to ensuring the long-

term sustainability of one of the most dynamic areas in the state and the world.

Planning for Shared Prosperity or Growing Inequality?
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In taking on the new challenge of sharing prosperity, San Diego has some unique assets.

It has already moved toward a regional approach to development, with major businesses

and the public sector increasingly in sync on this basic framework.  The business sec-

tor is itself beginning to recognize the strains produced by an undertrained labor force

and a community in conflict.  And community-based organizations, including those

involved in local development and labor support, are becoming convinced that they

should connect the dots of community with the scale of the region, and working actively

to ensure that their voices are heard at the regional level.

There is much more to be done – as this report makes clear. Good research and good

policy will help, with new knowledge leading to creative experiments in education,

training, and standard-setting. But the real key to policy change will be a fundamental

recognition: we are all only as good as our team.  If San Diego's leaders embrace this

truth – and continue to develop the principles and practices of shared prosperity – the

region may provide leadership to a state continuing its search for a truly sustainable

recovery.

Manuel Pastor, Jr.

Professor, Latin American & Latino Studies
Director, Center for Justice, Tolerance, and Community
University of California, Santa Cruz
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Planning for Shared Prosperity or Growing Inequality?

The downturn in Department of Defense related industry combined with globalization

and economic restructuring have thrust the San Diego region into a period of dramatic

economic change. Since the early 1990’s regional economic planning agencies have

been looking for answers to rebuild the middle-income occupations and drive sustain-

able economic growth. This report studies the main strategy that has been put forth to

assist in the region’s economic recovery – the targeting of regional employment 

clusters.

In 1994, the idea of “clusters” was introduced locally as an effort to aid in the economic

recovery of the San Diego region. Clusters are groups of complementary, competing,

and interdependent industries that drive wealth creation in a region, primarily through

the export of goods and services.

In 1998, the San Diego Association of Governments (SANDAG) identified 16 indus-

try clusters as the “engines” of the local economy. These clusters became the primary

focus of regional economic development activity because of their potential impact on

the region’s standard of living.1 SANDAG states that “Without healthy clusters, the

rest of our region’s economy – retail, services and government – cannot prosper.” 2

Utilizing the clusters identified by SANDAG, the City of San Diego and the San Diego

Economic Development Corporation (SDEDC) “targeted” nine clusters as “economic

drivers” for our region, which are to receive public support for growth. These targeted

industries, which import dollars into the local economy by exporting goods and ser-

vices, are then able to support other, non-targeted industries. Additionally, providing

public support for targeted clusters should result in an increase in per capita average

income through higher average wages going to an increasingly educated workforce.

Center 
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1 SANDAG/SourcePoint, INFO, San Diego Regional Employment Clusters: Engines of the Modern
Economy, May-June 1998, pg. 5.

2 Ibid. pg. 9.
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While we agree that the targeting of industrial clusters is an important element of a suc-

cessful economic development strategy, this report shows that focusing on these clus-

ters alone is not adequate. Our findings indicate that the targeted industry clusters do

indeed provide jobs that pay on average higher wages, require higher levels of educa-

tional attainment and provide health insurance at higher rates than non-targeted and

non-clustered industries. However, the targeted clusters comprise only 18 percent of

the region’s labor market. Therefore, economic development strategies must include

methods to increase the quality (i.e., wage and benefit levels) of other non-targeted, and

non-clustered jobs. Few would contest that creating higher paying jobs is important to

our regional economy, but a regional economic strategy that does not consider 82 per-

cent of all workers is limited at best. 

We point to a growing body of research indicating that economic inequality actually

inhibits overall regional growth,3 and believe the only successful path towards building

a healthy and prosperous economy is the one that meets the needs of every actor in our

regional economy – workers, employers and communities.

Supporting Informed Decision Making

The Center on Policy Initiative’s 1998 report Prosperity and Poverty in the New Economy

revealed that throughout the San Diego region’s rapid economic expansion of the 1990’s,

economic inequality had been increasing. In an effort to comprehend how public invest-

ment in targeted industry clusters impacts both the region’s labor market and regional

economic inequality, this current report Planning for Shared Prosperity or Growing

Inequality? analyzes the nature of the jobs being created in the industrial clusters of

San Diego’s New Economy. This report studies not only the number of jobs being cre-

ated and average incomes, it further analyzes the occupational composition of the clus-

ters, the educational attainment for employment, the structure of earnings by cluster, the

mix of full-time versus part-time employment, the clusters in which firms are likely to

provide health insurance, where firms are located and the size of firms in cluster and non-

cluster industries.

Center 
on Policy
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3 Manuel Pastor Jr., Peter Dreier, J. Eugene Grigsby III, Marta Lopez-Garza, Regions that Work: How
Cities and Suburbs Can Growth Together, (University of Minnesota Press, (forthcoming August 2000).
Enrico Marcelli, “Economic Growth and Inequality in San Diego County: Evidence and Policy
Implications,” California Western Law Review (forthcoming).
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Because regional planning agencies have established a framework of industry clusters

for our regional economic development strategies, this report compares and contrasts

the three groupings of industries that planners have set forth:

• ‘High-tech’Targeted Industrial Clusters – nine regional industries selected as eco-

nomic drivers to receive public support, including: Communications, Biomedical,

Biotech and Pharmaceuticals, Computer and Electronics Manufacturing, Defense

and Transportation Manufacturing, Software and Computer Services, Business

Services, Financial Services, and Environmental Technology;

• ‘Low-tech’ Non-Targeted Industrial Clusters - regional industries that meet 

required criteria for density, export orientation and wages to constitute a cluster,

but have not been selected for growth incentives, including:Visitor Industry Services,

Fruits and Vegetables, Horticulture, Medical Services, Recreational Goods

Manufacturing, and Entertainment and Amusement;

• Non-Clustered Industries – a general grouping of all remaining regional economic

activity not meeting the density, export or wage criteria set forth by economic plan-

ning agencies.

Findings

As stated above, our findings indicate that the targeted industry clusters do indeed pro-

vide jobs that pay on average higher wages, require higher levels of educational attain-

ment and provide health insurance at higher rates than non-targeted and non-clustered

industries.

However, while many of the jobs within these targeted clusters provide strong income

and benefits, 22 percent of all targeted cluster jobs pay wages below $18,000 per year,

15 percent of this labor force does not receive health benefits, and from 1990 to 1998

there has been a substantial increase in the percentage of working poor employees within

the targeted industry clusters. Additionally, while good jobs are being created, the tar-

geted industry clusters employ a lower percentage of women and non-Whites and have

far lower rates of unionization than the non-targeted and non-clustered industries.



The major findings of this report are summarized below:

The cluster industries are growing, but the majority of jobs remain in non-tar-

geted and non-clustered industries.

• Employment in targeted and non-targeted industry clusters has increased from 32

to 42 percent of the total labor market between 1990 and 1998, yet the majority of

the jobs remain in non-clustered industries.

• Targeted industry clusters comprise only 18 percent of the region’s workers.

• Overall, from 1990 to 1998 job growth in non-targeted industy clusters, which

added 71,079 new jobs, has exceeded job growth in targeted industry clusters, which

added 36,794 new jobs. However, non-clustered industries lost 94,045 jobs. 

Promoting targeted clusters does not decrease regional economic inequality.

• In targeted clusters, non-targeted clusters and non-clustered industries, there has

been a decrease in median weekly earnings, even while average weekly earnings

have increased.

• Targeted clusters experienced an increase in average weekly earnings between 1990

and 1998, however three of these clusters – Business and Financial Services,

Communications, and  Defense and Transportation Manufacturing – experienced

a rise in wage inequality over this time period.

• The proportion of working poor has risen in all but four clusters – Software and

Computer Services, Entertainment and Amusement, Recreational Goods

Manufacturing, and Fruit, Vegetables & Horticulture.

Lower-skilled occupations are increasing for the overall regional labor market.

• Sales, Services and Laborer occupations (relatively lower-skilled) account for 39

percent of all workers, and have increased among both clustered and non-clustered

industries.

Planning for Shared Prosperity or Growing Inequality?
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• Managerial and Professional occupations (higher-skilled) accounted for 45 percent

of all jobs in targeted clusters, as compared to 33 percent in non-targeted clusters

and 24 percent in non-clustered industries.

Educational attainment in both targeted and non-targeted clustered industries is

decreasing, and there remains a robust demand for workers with only a high-

school degree or less in all industry categories.

• Fully 27 percent of workers employed in targeted cluster industries have only a

high-school degree or less.

• The educational attainment in clustered versus non-clustered industries narrowed

slightly from 1990 to 1998, due to an increase in the proportion of workers with a

high-school degree or less in clustered industries.

• Sixty-seven percent of workers in clustered industries possess at least some col-

lege education, compared to 60 percent in non-clustered industries.

Targeted and non-targeted clusters experienced dramatic increases in the per-

centage of part-time workers.

• Targeted clusters experienced a 91 percent increase in part-time workers from 1990

to 1998, with non-targeted clusters experiencing a 112 percent increase, and non-

clustered industries a 143 percent increase.

Targeted clusters provide health benefits at a higher rate than non-targeted and

non-clustered industries, but a large number of workers have no coverage.

• Fully 33 percent of San Diego County’s workers have no health coverage.

• A larger proportion of employees in targeted industry clusters have health cover-

age (85 percent) than in non-targeted clusters (60 percent) and non-clustered indus-

tries (63 percent).



Targeted clusters are less likely to employ women and non-Whites.

• Targeted clusters experienced a decreasing percentage of females in their work-

force, in contrast to an increase found in the non-targeted and non-clustered 

industries.

• Targeted clusters increased the proportion of non-White workers more than both non-

targeted and non-clustered industries, but most non-Whites are still employed in

non-targeted clusters.

Declining unionization in the region has been driven by dramatic trends in tar-

geted cluster industries.

• Rates of unionization in targeted clusters fell from 14 percent to 3 percent between

1990 and 1998.

• In all clustered industries, unionization rates fell by 50 percent, while the propor-

tion of workers in non-clustered industries who are union members rose by 16

percent.

The number of small firms far surpasses that of large firms in all industry categories,

however, more workers are employed by the larger firms.

• Over 70 percent of San Diego County firms are very small and small (1 – 25 employ-

ees), but 60 percent of the employees work in medium to very large firms (51

employees and above).

• Targeted clusters employ a larger proportion of workers in small and medium sized

firms (34 percent) than do non-targeted clusters (24 percent).

The majority of clustered industry firms are located in North County while the

working population resides largely in the southern areas of the county.

• The percentage of employment in clustered industry firms in the University (16.4

percent), Kearny Mesa (15.4 percent) and Del Mar-Mira Mesa (12.75 percent)

Subregional Areas is two to three times the percentage of working age population

in those geographic areas.

Planning for Shared Prosperity or Growing Inequality?
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A Strategy for Shared Prosperity

Our starting point for economic change is a basic viewpoint that healthy economies are

built on successful businesses with good jobs that pay family-supporting wages, pro-

vide secure health and retirement benefits for their families and create clear pathways

and opportunities for career advancement.

The Center on Policy Initiatives (CPI) applauds economic development strategies that

create high-wage jobs in fast growing high-tech industry clusters. Unfortunately, many

significant industries and jobs fall outside of the scope and attention of current strate-

gies – fully 82 percent of all jobs in the region fall outside of the San Diego Region’s

targeted cluster industries.

We urge policymakers to expand their efforts to promote a high-productivity economic

development strategy that includes the following core elements.

• Good Jobs – Create “good”, full time jobs with decent wages and secure benefits.

• Standards – Turn “bad” jobs into “good” jobs by setting job quality standards for

low-wage industries and occupations and using every possible public and private

influence to implement those standards. 

• ‘Jobs Impact Report’ – Establish “Jobs Impact Reports” to evaluate job quality

outcomes of development, redevelopment, land use and public spending decisions

utilizing the criteria of wages, benefits, and full-time versus part-time or temporary

employment.

• Labor Market Partnerships – Develop industry-specific systems of structured

career ladders and skill development, paying special attention to creating entry

points, pathways and clear career steps for communities left out of the current

economic boom.

• Community Involvement – Expand participation by workers and communities in

regional economic development.

The challenges of our new economy require a multi-sided approach if we are to gen-

uinely lift the standards of living of all San Diegans. While we focus on building new

Center 
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high-tech, high-wage industries we must also pay special attention to the hundreds of

thousands of jobs in rapidly growing low-wage industries. Once we have committed

our region to the principle of shared prosperity, we no longer have the luxury of choos-

ing one economic path but rather must recognize that only a commitment to “all paths”

together leads to a healthy economy.
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A Shifting San Diego Regional Economy 

At the start of the new millennium, San Diego finds itself amidst a period of dramatic eco-

nomic transformation. Growth has occurred in almost every conceivable way. From 1980

to 1997 the region’s inflation adjusted economic output (GRP) nearly doubled from $41.3

to $79.9 billion dollars. Per Capita GRP grew 32 percent from $22,147 to $29,135 dur-

ing this same period. Similarly, the region’s population expanded 44 percent from 1.7 mil-

lion in 1980 to 2.7 million in 1997. Along with this growth, San Diego has become more

diverse and more educated, with non-Whites accounting for 45 percent of all area residents,

as compared to 23 percent in 1980, and in 1997 an impressive 59 percent of the region’s

workforce had some college education, compared to 49 percent in 1980.4

Economic transformation has also changed the structure of our job market, creating

different kinds of jobs in different kinds of firms. The disappearance of thousands of sta-

ble defense-related jobs that began in the early 1990’s, along with globalization and

economic restructuring have led to the rise of new industries taking the place of old. In

the post-Cold-War economy, high-wage, high-tech industries such as software devel-

opment, and low-tech service industries such as tourism and retail are taking the place

of large defense-related manufacturing activity. 

Whereas San Diego’s defense-dependent economy was relatively impervious to shifts

in competitive market conditions due to the steady infusion of federal defense dollars,

today’s electronics and high-tech employers operate in competitive markets and put a

premium on flexibility, innovation and lean cost structures.

Changing business practices also change the structure of core economic relationships

between workers and employers. Permanent, full-time, secure employment is giving

way to growth in contingent, temporary and part-time jobs. Likewise, well-defined

career ladders and paths for upward mobility have given way to constant job and career

change with opportunities for career advancement taking an entirely new shape.

II Introduction

4 Center on Policy Initiatives, Prosperity and Poverty in the New Economy; A Report on the Social and
Economic Status of Working People in San Diego County. December, 1998, pgs. 28, 17.
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5 SANDAG/SourcePoint, pg. 3.
6 Ibid. pg. 6.
7 SANDAG/SourcePoint, pg. 5.

At a Crossroads: San Diego’s Turn Toward Regional Economic
Planning

This new San Diego post-Cold War economy created an urgent need for regional plan-

ners and public agencies to actively develop economic development strategies to diver-

sify and strengthen our regional economy. Beginning in the mid-1990’s, regional planning

and economic development agencies including the City of San Diego’s Economic

Development Department, the San Diego Regional Technology Alliance (SDRTA), the

San Diego Association of Governments (SANDAG), and the San Diego Regional

Economic Development Corporation (EDC), began engaging in research and planning

to develop strategic directions for the region’s economic future.

At the heart of many of these plans are “cluster” strategies. In 1994, the idea of “clus-

ters” was introduced locally as an effort to aid in the economic recovery of the San

Diego region. Clusters are groups of complementary, competing, and interdependent indus-

tries that drive wealth creation in a region, primarily through the export of goods and

services. Clusters include large companies and small companies, and provide both low-

and high-paying job opportunities.5 In 1994, a local group of advisors helped identify

eight industrial clusters that would serve as the foundation from which the San Diego

region could regain some of the high value-added jobs that were lost in the recession.6

In 1998, building on this work SANDAG, with funding and assistance from the SDRTA,

identified 16 industry clusters (listed below) as the “engines” of the local economy.

These clusters became the primary focus of regional economic development activity

because of their potential impact on the region’s standard of living.7

Utilizing the clusters identified by SANDAG, the City of San Diego and the EDC 

“targeted” nine clusters as the “economic drivers” of our region, which are to receive

public support for growth. Strategists believe public investment will contribute to what

economists call a “comparative advantage” or “competitive advantage” for these clus-

ters and the region’s economy as a whole. These targeted industries, which import dol-

lars into the local economy by exporting goods and services, are then able to support



other, non-targeted industries. Additionally, providing public support for targeted clus-

ters should result in an increase in per capita average income through higher average wages

going to an increasingly educated workforce.

The (9) nine “targeted clusters” are:

1. Communications
2. Biomedical
3. BioTech Products and Pharmaceuticals
4. Computer and Electronics Manufacturing
5. Defense and Transportation Manufacturing
6. Software and Computer Services
7. Business Services
8. Financial Services
9. Environmental Technology

The remaining (7) seven “non-targeted clusters” are:

1. Uniformed Military
2. Visitor Industry Services
3. Fruit and Vegetables
4. Horticulture
5. Medical Services
6. Recreational Goods Manufacturing
7. Entertainment and Amusement

While there are some differences in the specific plans and strategy documents of the

regional agencies, two general strategic directions resulted from the initial dialogue by

the major economic development institutions in the County. First, planners began to

focus on replacing manufacturing jobs lost to the downsizing of the defense industry with

the new “targeted clusters” of high-wage, high-tech industries to lift per-capita, or aver-

age, income in the region. Second, planners urged the region to continue to be engaged

in business attraction and retention programs, such as reducing the cost of doing busi-

ness, easing the process of relocation, and providing improved infrastructure.
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The results of the strategic framework established by the regional planning agencies is

best articulated by a recent primary policy statement of the city from the Mayor’s Office

that states:

The economic engine that will drive San Diego’s economy are the companies that pro-
duce products and services that can be exported to global markets, in contrast to the past
economy which was driven by defense spending, population growth, and tourism.
Businesses that sell their products globally bring in outside dollars to the region and
add more to the region’s economy than those that sell products and services to the local
population. Businesses that bring in new wealth to a region are better economic engines
than those that recirculate dollars. The core industries of San Diego’s “New Economy”
are clusters – or groups of related companies whose employment concentrations are
greater than the national average – that are powerful economic engines, that are high
technology and export oriented. These industries are producing consumer goods and
services in greatest demand in the international marketplace.8

From their respective vantage points, the City of San Diego, the County, EDC and

SANDAG all support economic growth strategies characterized by: (1) growth through

the promotion of targeted clusters, (2) the promotion of high quality growth (meaning

high wage, high value-added growth), (3) raising per capita incomes, (4) reducing the

cost of doing business, (5) workforce development, (6) business retention, expansion,

and attraction, and (7) infrastructure development.

The main point in this discussion is that city and regional government are now actively

engaged in planning for economic development and shaping our regional economy by

focusing on high-tech targeted industry clusters. 

While we support the practice of targeting industry clusters as one important piece of

an economic development strategy, we do not believe that it is a complete strategy. As

discussed below, we believe that to actively increase economic equality among all work-

ers, an economic development strategy must focus on improving the quality of all jobs,

not just those in high-wage, high-tech sectors.

8 City of San Diego’s Mayor’s Office, “Figuring a Course for the 21st Century,” December 1996, p.19.
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A Focus on Job Quality: Economic Development Versus Economic
Growth

The tremendous economic change the San Diego region has experienced over the past

two decades inevitably means significant change for families, communities, workers,

entrepreneurs and businesses alike. However, even as our region moves forward into a

new millennium, boasting regional economic success and fully recovered from the

recession of the early 1990s, economic uncertainty looms as a greater and greater real-

ity for large numbers of San Diego families. The San Diego region has experienced

rapid growth, yet the divide between the haves and have-nots has strengthened its hold.

The Center on Policy Initiative’s (CPI) 1998 inaugural report, Prosperity and Poverty

in the New Economy showed that alongside the new booming regional economy, there

is a widening economic inequality. Prosperity and Poverty found that while more peo-

ple are working than ever before, the ranks of the working poor are also increasing. San

Diego is saddled with a persistent and significant "education gap" between different

ethnic and racial groups. And, hundreds of thousands of San Diegans lack health insur-

ance while skyrocketing costs of living makes housing, transportation and childcare

increasingly inaccessible.

As noted in Prosperity and Poverty, CPI carefully distinguishes economic development

from economic growth. While economic growth focuses on the size of the pie, eco-

nomic development focuses on both the size of the pie and who gets the biggest and

smallest slices.

We also distinguish economic development from business development. Business devel-

opment that supports the growth of productive and profitable businesses is a crucial ele-

ment of a strong economy. But economic development encompasses a broader set of 

approaches and activities to include efforts to raise the standard of living, quality of life

and economic security of workers, families and communities.

At this crucial turning point in San Diego’s regional economic development, strategic

planners have begun implementing targeting policies intended to utilize public resources

for regional benefit. Yet a broad continuum of views and options for regional economic
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direction persists. Some argue that the most important thing to do is to create an unfet-

tered and unregulated environment for businesses to prosper. Economic growth is seen,

in this view, to be the tide that lifts all boats. Others argue that a failure to explicitly

address such issues as increasing inequality, the growing ranks of uninsured, the increases

in the temporary and contingent workforce and skyrocketing costs of living will only

create growth without shared prosperity.

CPI, along with a growing number of community, labor, civic and business leaders,

argues that the answer must be found somewhere in the middle. We recognize that the

world has changed, and continues to change, for workers and businesses. Successful

businesses need to be responsive and constantly innovative to address rapid market

changes. And workers and families must confront stagnant living standards, declining

benefits, less stable employment and the need to constantly upgrade skills. 

We point to a growing body of research indicating that economic inequality actually

inhibits overall regional growth and believe the only successful path towards building

a healthy and prosperous economy is the one that meets the needs of every actor in our

regional economy – workers, employers and communities.9 In short, efforts to make San

Diego more “business friendly” must be accompanied by equally vigorous efforts to

make San Diego “worker friendly.” Within this framework, increasing regional eco-

nomic inequality works directly against regional economic development efforts.

Therefore, the standards by which San Diegans design and evaluate our economic devel-

opment strategies and programs should be clearly focused on those broader goals.

Simply stated, all jobs should provide family supporting wages, secure health and retire-

ment benefits, stable employment and structured career ladders.

Inclusive Decision Making: CPI Providing Tools for Economic
Change

Shared prosperity begins with shared decision making and policy development. This report,

Planning for Shared Prosperity or Growing Inequality?, reflects CPI’s ongoing com-

mitment to provide tools and training to involve larger numbers and more diverse con-
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stellations of people and communities in shaping the fundamental economic decisions

that will guide our future, and our fortunes, as a people and a region.

Therefore, this report is intended for two distinct audiences. On one hand, we hope to

provide policymakers and economic development professionals with additional tools

and insights to enrich their efforts to create a healthy economy. On the other hand, we

are writing to educate workers, families, and communities – constituencies that have not

traditionally been involved in regional economic discussions.

This companion report to Prosperity and Poverty shifts our research from the broad

focus on demographic and economic characteristics, to an analytical study of industry

clusters and jobs in the San Diego region. In our last report, we studied the economic

conditions of working people or what economists call the “supply side” of the labor

market. This study looks more deeply at the “demand side” of the labor market, or more

simply, the jobs that we are creating in the New San Diego Economy.

This report analyzes jobs and job creation both within the SANDAG-defined industry

clusters, and outside those clusters, to better understand the nature of the jobs being

created and how public investment will impact the region’s labor market. Because we

distinguish between economic growth (the size of the pie) and economic development

(who gets what piece), we investigate more than the number of jobs being created and

average pay. We further analyze the quality, security, accessibility, composition, diver-

sity and transience of jobs that exist in the region’s labor market.

The purpose of this report is solely to provide an analysis of the labor market within the

current context of clusters, therefore we have explicitly omitted any theoretical discus-

sion of how the regional clusters were developed or whether or not the cluster approach

to our regional economy is appropriate. Additionally, this report focuses entirely on job

quality, although there are a number of other issues that affect the economic security of

working people, including housing, childcare, education, and transit. During the next

year CPI will continue to examine economic development activity and evaluate the

impact of specific incentives and subsidies on the creation of quality jobs, regional eco-

nomic inequality and quality of life.
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Report Outline

The following section, Section III, studies the major labor market characteristics that

we believe are integral to a comprehensive understanding of regional economic health:

employment rates, income equality, gender and race, occupational composition, edu-

cational requirements, unionization, stability and part-time employment rates, and health

benefits.  A quantitative approach is taken to assess what is happening to the labor mar-

ket within and outside of the industry clusters.

Section IV studies an often underrepresented issue in economic planning, firm size.

The report identifies the size of our region’s firms in targeted clusters, non-targeted

clusters, and non-clustered industries to illuminate the current status and what impact

public assistance to targeted industries could have, since firm size impacts major eco-

nomic health issues such as job stability, training, benefits and wages.

Section V then addresses the prominent regional issue of firm location. However, rather

than viewing firm location within the context of transportation and infrastructure plans,

as is commonly the case, the report identifies firm location within the context of clus-

ters. Simply put, the report details where firms in different clusters are located, to iden-

tify how public assistance to specific industry clusters could impact the larger issues of

infrastructure needs and transportation.

Finally, the report ties our findings to a specific set of job-quality guidelines and pol-

icy recommendations. Working within the framework of “good jobs for all” as the def-

inition of regional economic health, the report identifies weaknesses in current policy

practices and proposes practical strategies.

Center 
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Planning for Shared Prosperity or Growing Inequality?

Our analysis studies employment statistics within three categories of regional 

industries:

• “High-tech” targeted industrial clusters

• “Low-tech” non-targeted industrial clusters

• Non-clustered industries10

The targeted and non-targeted clusters are drawn directly from previously mentioned

SANDAG-defined groupings. The third category, non-clustered industries, is a general

grouping of all regional economic activity outside of SANDAG-defined clusters.

SANDAG identified nine targeted clusters and seven non-targeted clusters, as outlined

in Section II.  In order to have a sufficient sample size for analysis, we combined clus-

ters both among targeted as well as non-targeted clusters. In the targeted clusters, we

combined the Biotechnology cluster and BioMedical and Pharmaceutical cluster to

form the Biotech/Biomed cluster; and the Business Services cluster and the Financial

Services cluster into the Business and Financial Services cluster. Our analysis there-

fore has seven targeted clusters.  Similarly, among the non-targeted clusters, we com-

bined the Fruit and Vegetable cluster and the Horticulture cluster into the Fruit,Vegetables

and Horticulture cluster.  Due to lack of data, we were unable to analyze the Uniformed

Military cluster. Therefore, we have five non-targeted clusters in our analysis.

All 1990 statistics reported were generated using the 1990 five percent Public Use

Microdata Samples (PUMS) of the Census of Population and Housing. Statistics from

a year reported after 1990 were generated using either one or more of the Current
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Population Survey (CPS) March Demographic files, or one or more of the Current

Population Survey Outgoing-Rotation Group (CPS ORG) files.11

Employment

Our study of employment establishes a quantitative view of each industry cluster. We

identify total numbers of employees within each cluster, and growth trends from 1990

to 1998.

Planning for Shared Prosperity or Growing Inequality?
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Figure 3.1: Labor Force Participants by Industry Cluster,
Age 18-64, San Diego County, 1990-1998

Source: 1990 PUMS and 1996-98 CPS ORG.
An asterisk(*) indicates a targeted industry cluster or "economic driver."

11 For more information on data and methodology, see Appendix A



Figure 3.1 shows that clustered industries’(targeted and non-targeted) share of the over-

all labor market rose from 34 to 42 percent from 1990 to 1998, or by about one percent

each year, giving cluster industries a more prominent role in the region’s overall labor

market.

In the seven targeted clusters (demarcated with an “*” in Figure 3.1) employment growth

was an impressive 18.5 percent from 1990 to 1998, with 36,794 new jobs, or approxi-

mately 4,600 per year. Growth was even faster in non-targeted clusters with 71,079 new

jobs created from 1990 to 1998, representing a 30 percent increase, where annual growth

reached 8,885 (Table 3.1). Among clustered industries, Visitor Industry Services (18

percent), Medical Services (23 percent) and Communications (29 percent), all non-tar-

geted clusters, experienced the most dramatic employment increases from 1990 to 1998.

Our analysis reveals that despite the rapid employment growth from 1990 to 1998 in clus-

tered industries, only 18.2 percent of the total labor market lies within targeted indus-
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Table 3.1: Employment Growth by Industry Cluster, San Diego County, 1990 and 1996-1998

Annual Percent Percent Percent 
Targeted Industry Clusters 1990 1996-98 Growth Growth Change Change of All Jobs
Environment Technology 9,351 17,676 8,325 1,041 89.0% 11.1% 1.4%
Biomedical/BioTech Products & Pharmaceuticals 11,068 20,699 9,631 1,204 87.0% 10.9% 1.6%
Software & Computer Services 29,991 47,494 17,503 2,188 58.4% 7.3% 3.7%
Computer & Electronics Manufacturing 32,587 45,085 12,498 1,562 38.4% 4.8% 3.5%
Communications 9,558 12,356 2,798 350 29.3% 3.7% 1.0%
Business & Financial Services 67,833 73,574 5,741 718 8.5% 1.1% 5.7%
Defense & Transportation Manufacturing 38,887 19,185 -19,702 -2,463 -50.7% -6.3% 1.5%
Total Targeted Industry Clusters 199,275 236,069 36,794 4,599 18.5% 2.3% 18.2%

Non-Targeted Industry Clusters
Recreational Goods Manufacturing 4,062 9,300 5,238 655 129.0% 16.1% 0.7%
Entertainment & Amusement 23,205 33,724 10,519 1,315 45.3% 5.7% 2.6%
Visitor Industry Services 89,042 117,394 28,352 3,544 31.8% 4.0% 9.1%
Fruit, Vegetables & Horticulture 23,854 28,227 4,373 547 18.3% 2.3% 2.2%
Medical Services 97,214 119,811 22,597 2,825 23.2% 2.9% 9.3%
Total Non-targeted Industry Clusters 237,377 308,456 71,079 8,885 29.9% 3.7% 23.8%

Total 1,280,742 1,294,570 13,828 1,729 1.1% 0.1% 100.0%
Industry Clusters 436,652 544,525 107,873 13,484 24.7% 3.1% 42.1%
Non-Clustered Industries 844,090 750,045 -94,045 -11,756 -11.1% -1.4% 57.9%

Source: 1990 PUMS and 1996-1998 CPS ORG.

Growth was faster in non-

targeted clusters than in

targeted clusters – 71,079

new jobs were created

between 1990 and 1998.



try clusters, and only 42 percent of the labor market lies within all industry clusters –

targeted and non-targeted combined. Most would agree that creating higher paying jobs

is a worthy goal. As these figures show, however, a large percentage of the regional job

growth and employment lies in non-clustered industries, as well as in non-targeted clus-

ters. For instance, two non-targeted industries, Visitor Industry Service and Medical

Services, combine to employ 18.4 percent of the labor market, a higher percentage than

all seven targeted clusters combined. Therefore, there remains a large number of “nec-

essary” jobs embedded in the regional economy that are not directly connected to

regional planning efforts. To the extent that jobs in non-clustered industries are neces-

sary, public policy focused on investment in clustered industries alone ignores a large

percentage of regional job growth and a very large number of workers in San Diego

County.

Earnings, Income Inequality, and Working Poor

CPI’s 1998 study found that the divide between the rich and the poor in San Diego is

expanding, highlighted by the growing gap between the 95th and 5th income percentile,

which rose by 28 percent from 1980 to 1997.  Recent research has shown that regions

with less inequality and poverty are better poised for economic growth, therefore an impor-

tant question for regional development planners is whether promoting certain industry

clusters is likely to raise or lower San Diego County’s level of inequality. Unlike the find-

ings of a recent Public Policy Institute of California study that found rising inequality

throughout the state of California a result of falling real wages at the bottom of the

income distribution, our current research found that the widening income inequality

between 1980 and 1997 in San Diego was a result of stagnant earnings for those at

median income and below, and rapidly rising earnings for 90th and 95th percentile

income earners.

Observing weekly earnings of persons aged 18 to 64 from 1990 to 1998 in Figure 3.2,

one dominant trend stands out: in both clustered and non-clustered industries there has

been a shift towards lower weekly earnings that has been driven by a decline in the pro-

portion of persons earning more than $530 per week (approximately $26,500 annu-

ally). Specifically, there was a 11.4 percentage point decrease (from 47 to 42.2 percent)

Planning for Shared Prosperity or Growing Inequality?
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in clustered industries and a 17.5 percentage point decrease (from 43 to 36.6 percent)

in non-clustered industries. However, despite this decline in middle-income earners in

both clustered and non-clustered industries, the structure (or distribution) of earnings

in clustered industries is more attractive in the sense that a larger share of jobs pay more

than in non-clustered industries. Theoretically speaking, then, workers in the region

might benefit by increasing the availability of jobs in clustered industries.

Turning to the level of individual clusters, in Figure 3.3, employment is grouped into

five income categories. All targeted clusters have high proportions of their workforce

with weekly earnings in the upper two categories, $530-$824.99, and $825 or more.

Figure 3.3 shows that among the targeted clusters, only Business and Financial Services

has more than 50 percent of its workforce earning below $530 weekly. Importantly, one
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non-targeted cluster, Medical Services, appears to have a more favorable earnings struc-

ture than Business and Financial Services.

A more common approach to analyzing earnings inequality is to divide the earnings

among those at the 95th percentile of the earnings distribution by those earned by those

in the 5th percentile. 

Figure 3.4 shows this 95th/5th comparison for both 1990 and 1996-98 by individual

clusters. Clusters were ranked by their percentage change between 1990 and 1996-98,

and are shown in ascending order from decreasing inequality to increasing inequality.
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Figure 3.3: Weekly Earnings by Industry Cluster, 
San Diego County, 1996-1998

Source:  1996-98 CPS ORG
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Eight of the twelve clusters experienced decreases in weekly earnings inequality. Among

these eight, four (Biomedical Products and Pharmaceuticals, Computer and Electronics

Manufacturing, Software and Computer Services, and Environmental Technology) are

targeted growth clusters.

Four clusters, however, experienced increasing inequality, of which three are targeted

(Defense and Transportation Manufacturing, Business and Financial Services, and

Communications). The largest rise in inequality was 11.42 percentage points – in Fruit,

Vegetables and Horticulture. But the 2.57 percentage points rise in inequality found in

Business and Financial Services is also alarming given the large number of persons

working in this cluster. Because these changes canceled each other out, and despite a

general decrease in inequality in the targeted clusters, inequality appears to have remained

fairly constant across all clusters and throughout the regional economy during the 1990’s.
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Figure 3.4: Ratio of 95th to 5th Percentile Weekly Earnings by Cluster
Ranked by Percentage Change, San Diego County, 1990 to 1996-98

Source: 1990 PUMS and 1996-98 CPS ORG

The targeted clusters

Defense and Transportation

Manufacturing, Business

and Financial Services and

Communications

experienced increased

earnings inequality between

1990 and 1998.



Figures 3.5 and 3.6 graph the 5th, 10th, 25th, 50th (or median), 75th, 90th, and 95th

weekly earnings percentiles to obtain a more detailed visual picture of the change in

inequality between targeted and non-targeted clusters. As can be seen by comparing

the two figures, inequality has fallen in the non-targeted clusters due to relatively flat

earnings at the bottom of the distribution and decreasing earnings at the top of the dis-

tribution (by $129 or 8.1 percent) and has increased in the targeted clusters due to stag-

nant earnings at the bottom and rising earnings at the top of the distribution (by $148

or 11.8 percent). 

In reviewing the above earnings inequality results, several ideas seem important to high-

light. First, although there was a general downward shift in the structure of weekly earn-

ings from 1990 to 1996-98, earnings were higher in clustered industries. 

Second, most clustered industries targeted for growth by the City of San Diego and the
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EDC rank highly in terms of favorable earnings structure. However, the Business and

Financial Services cluster has a large share of its workforce earning below $530 per

week, and numerous jobs remain in non-targeted clusters such as Visitor Industry

Services and Medical Services (recall the comparison earlier that showed that the num-

ber of jobs in these two clusters was larger than in all targeted clusters combined). 

Finally, while the weekly earnings inequality gap measured as the 95th/5th income ratio

shrunk in both clustered and non-clustered industries during the present decade, the

inequality gap narrowed more rapidly in non-clustered industries. When examined by

the change in the absolute income gap between the 95th and 5th income percentiles,

however, inequality rose in the targeted clusters and fell in the non-targeted clusters.

Figure 3.7 graphs the rates of working poor by percent change from 1990 to 1996-98.12

As can be seen, the proportion of working poor has risen during this period in all but

Center 
on Policy

Initiatives

17

12 We defined poverty using 100 percent of the Federal Poverty Threshold.

Planning for Shared Prosperity or Growing Inequality?

0%

5%

10%

15%

20%

25%
1996-981990

To
ta

l

Non
-C

lus
te

re
d 

In
du

str
ies

12
 C

lus
te

re
d 

In
du

str
ies

5 
Non

-ta
rg

et
ed

 In
du

str
y C

lus
te

rs

7 T
ar

ge
te

d 
In

du
str

y C
lus

te
rs

Fr
uit

, V
eg

et
ab

les
 &

 H
or

tic
ult

ur
e

Visi
to

r I
nd

us
try

 S
er

vic
es

Rec
re

at
ion

al 
Goo

ds
 M

an
ufa

ctu
rin

g

Ent
er

ta
inm

en
t &

 A
m

us
em

en
t

M
ed

ica
l S

er
vic

es

Defe
ns

e 
& Tr

an
sp

or
ta

tio
n 

M
an

ufa
ctu

rin
g

Env
iro

nm
en

t T
ec

hn
olo

gy

Com
m

un
ica

tio
ns

Bus
ine

ss
 &

 F
ina

nc
ial

 S
er

vic
es

Com
pu

te
r &

 E
lec

tro
nic

s M
an

ufa
ctu

rin
g

Biom
ed

ica
l/B

ioT
ec

h 
Pro

du
cts

 &
 P

ha
rm

ac
eu

tic
als

Sof
tw

ar
e 

& C
om

pu
te

r S
er

vic
es

Figure 3.7: Percent Working Poor by Cluster, Ranked by 
Percentage Change,San Diego County, 1990 to 1998

Source: 1990 PUMS and 1996-98 CPS ORG
Recreational Coods Manufacturing had only 22 observations,
none of which had a value of "1" for poor in the 1996-98 data.



four clusters - Software and Computer Services, Entertainment and Amusement,

Recreational Goods Manufacturing, and Agriculture.

By far the largest increases in working poor were identified in two targeted clusters –

Communications (14.9 percent) and Business and Financial Services (11.7 percent).

Thus, similar to what we found regarding earnings inequality, the increase in poverty

appears to be systemic rather than a characteristic of only non-targeted clusters or non-

clustered industries. Overall, poverty among the workforce rose faster in targeted ver-

sus non-targeted clusters. And while poverty decreased slightly in non-clustered industries,

this was not enough to offset increases in the clusters.  

Given the increases in the number of working poor, and the findings that current targeting

practices are not likely to reduce the region’s income inequality, both San Diego resi-

dents and policy makers alike should ask what alternative economic development poli-

cies are available. A rising class of working poor and increasing inequality not only

result in families that are not able to make ends meet, but it may also have a dampen-

ing effect on the incentive to work and slow regional growth.

Occupational Composition

The study of occupational composition analyzes what professions exist within each

industry cluster. For example, we identify the number of Management & Professional

positions in a given cluster, versus the number of Sales, Services, Laborers, and

Administrative positions. 

CPI studies occupational composition because an individual’s occupation, more so than

the industry in which she works, is a central indicator of the type of work performed,

and more importantly how that work is rewarded. Two key concerns are tied to the issue

of occupational composition: career advancement opportunity and regional income

inequality. 

Much discussion of career advancement revolves around the establishment of career

ladders, employee training and education. A common assumption is that within a given

industry or cluster there are “entry level” jobs that will lead to higher skilled, better
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compensated jobs through career ladders made accessible by training and education. Through

a quantitative look at the occupational composition of industry clusters, this report ques-

tions the “mobility” assumption by identifying how many lower-skilled “entry level”

jobs there are versus the number of higher skilled better compensated jobs there are for

employees to move into.

The second concern linked to occupational composition is regional income inequality.

Earnings have been found to be more closely associated with occupational segregation

as well as with educational differences or the industry in which one is employed.  Thus,

looking at occupational composition by industry cluster is useful in understanding the

impact policies supporting the targeted clusters are likely to have on regional inequal-

ity as well as career advancement opportunities.

As shown in Figure 3.8, clustered industries have a large proportion of workers in three

occupational categories, Managerial and Professional (39 percent), Services (18 percent),

and Administrative and Technical occupations (19 percent). Within clustered indus-

tries, from 1990 to 1998, the greatest areas of growth occurred at the top and bottom of

the occupational skill level requirements, with the proportion of Managerial and

Professional, and Services occupations increasing (by 3.6 and 1.8 percent respectively).

The proportion of the clustered workforce employed in Administrative and Technical

occupations, typically middle-level skill requirements, fell by 4.0 percent. It is impor-

tant to recognize that employment of clustered industries in all seven major occupa-

tional categories rose in terms of absolute numbers. Therefore, the decline in

Administrative and Technical occupations is due simply to the fact that this occupa-

tional category grew more slowly than the Managerial and Professional occupational

category.

In contrast to the trends toward more highly skilled occupations in clustered industries,

employment in the non-clustered industries has risen in lower skilled occupations includ-

ing Sales, Services, and Laborer occupations, and employment has fallen in higher

skilled occupations including Managerial and Professional,Administrative and Technical,

Farming, and Precision Craft and Repair occupations. In short, there appears to have been

a rise in the proportion of jobs often associated with higher skill requirements and higher
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pay in clustered industries and a drop in non-clustered industries. Notable here, when

taking into account the fact that the majority of the region’s jobs lie in non-targeted or

non-clustered industries (82 percent of all jobs), is that the lower skilled jobs prevalent

in non-clustered and non-targeted industries dominate the region’s labor market in terms

of total jobs.

A closer look at the industry clusters – both targeted and non-targeted - by occupational

composition during the 1996-98 period (Figure 3.9) shows that there is great variation

in the occupational mix between and within targeted and non-targeted clusters. For

instance, collectively the targeted clusters have a much larger portion of their work-

force employed as managers, administrative and technical assistants, and relatively

higher skilled workers (82 percent) than do non-targeted clusters (51 percent). An exam-

ple of variation within targeted clusters is the difference in the percent of those who are
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Figure 3.9: Occupational Composition by Industry Cluster,
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managers or professionals in the Software and Computer Services cluster 

(71 percent) versus those who are in the targeted cluster with the next highest propor-

tion – Biomedical/BioTech Products and Pharmaceuticals (49 percent). Similar differ-

ences exist between specific clusters within the non-targeted cluster groups as well.

Although not shown here, among the targeted clusters the share of those employed in

the three higher skilled occupational categories (Managerial and Professional,

Administrative and Technical Support, and Precision, Craft and Repair) fell slightly

more in targeted clusters (by 0.9 percent) than it did on non-targeted clusters (by 0.3 per-

cent). For lower-skilled jobs (Sales, Services, Farming, Forestry, Fishing, and Laborer)

the trends were in the opposite direction by exactly the same figures. Thus, while indus-

try clusters taken together have seen a rise in the proportions of their employees who

have jobs associated with higher skills, the change that has occurred between 1990 and

1998 is due to trends in non-targeted clusters, not the targeted clusters.

Figure 3.9 also shows that when ranked by the proportion of Managerial and Professional

occupations in each cluster, the non-targeted clusters Medical Services and Entertainment

and Amusement are ranked above seven targeted clusters and are ranked among the top

nine clusters. Additionally, when comparing all non-clustered industries to clustered

industries, non-clustered industries had 10 percent more employment in the four higher-

skilled occupations (45.7 percent) than the clustered industries (35.3 percent).

Our findings indicate that more attractive employment opportunities are to be found in

clustered industries than non-clustered industries, and that targeted cluster industries

possess more highly skilled occupations than non-targeted clusters. However, when

examining the occupational composition of specific clusters, considerable variation

exists, with some non-targeted clusters (e.g. Medical Services, Entertainment and

Amusement) offering a more favorable occupational mix than in some of the targeted

clusters (Communications, Environment Technology and Defense & Transportation).

Furthermore, our study indicates that despite the growth of jobs within targeted and

non-targeted clusters, lower skilled occupations dominate the regional labor market in

terms of total jobs. Therefore, while public policy supporting growth in targeted indus-
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try clusters is indeed creating more higher-skilled jobs, the majority of the San Diego

region’s labor market, unaffected by targeting practices, offers workers low-skilled

employment opportunity. Given these trends, both career advancement opportunities

and prospects for reducing income inequality look to be negatively impacted by the

occupational structure of our region’s economy.

Educational Attainment

Educational attainment is one factor influencing the occupational opportunities avail-

able to people. CPI identifies educational levels in each cluster to study what impact tar-

geting practices might have on the educational needs of the region’s labor force. Analyzing

the educational composition of our region’s labor force also provides information for

our policy makers about what type of skills, training and education workers must have

to effectively support local economic growth.

Figure 3.10 shows that from 1990 to 1998 there was a slight decline in the proportion

of workers with more than a high school education (from 68 to 66 percent) in clustered
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industries, but the proportion with more than a high school degree remains higher than

in non-clustered industries (60 percent).  Figure 3.10 shows a narrowing of educational

attainment between jobs in clustered and non-clustered industries, suggesting that fac-

tors other than educational attainment alone appear to be more important for obtaining

employment in an industry cluster.

At a more detailed level, Figure 3.11 suggests that not all of the targeted clusters require

(or at least have) more highly educated employees than non-targeted or non-clustered

industries.  For instance, three of the targeted clusters – Communications, Defense and

Transportation Manufacturing, and Environmental Technology – have 40 percent of

their workforces with only a high school diploma or less.  This percentage matches

almost perfectly the proportion of the workforce with only a high school diploma in

the non-clustered industries and the five non-targeted industry clusters taken as a whole.

A fourth targeted cluster, Computer and Electronics Manufacturing, is somewhat sim-
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Figure 3.11: Educational Attainment by Industry Cluster,
San Diego County, 1996-1998

Source: 1996-98 CPS ORG



ilarly filled with less educated workers (35 percent of its workforce).  

In contrast to the above trend toward more workers with only a high school education,

Figure 3.11 shows that the proportion of workers with at least some education beyond

high school increased from 1990 to 1998 for three of the targeted clusters - Software

and Computer Services, Biomedical/BioTech Products and Pharmaceuticals, and

Environment Technology - and three non-targeted clusters - Recreational Goods

Manufacturing,Visitor Industry Services, and Agriculture. Additionally, the data shows

that in non-clustered industries, where most workers are employed, there was a 1 per-

cent increase in the proportion of workers with at least some education beyond high

school.

When coupled with the data showing the proportion of those with at least a high school

education declined in clustered industries (by 2.2 percent) and in the targeted clusters

(by 4.4 percent) between 1990 and 1998, the fact that some targeted clusters do not

appear to require higher levels of education should give us pause concerning the need

only for more highly skilled workers. For example, although not shown here, our com-

putations show that the proportion of workers with at least a high school education fell

by 15 percent in Communications, by 10 percent in Computers and Electronics

Manufacturing, by 9 percent in Business and Financial Services, and by 5 percent in Defense

and Transportation Manufacturing – four of seven clusters targeted for growth in San

Diego County. The growing demand for less educated labor in these clusters compels

us to think about how we are going to prepare workers to fill these jobs along with those

requiring a college or graduate-level education. If these clusters consist of a mix of both

less and more educated employees, then regional economic development plans need to

address both.

Full-time vs. Part-time Employment

Some observers contend that rising inequality and poverty is a byproduct of an increase

in the number of persons working part-time, not because they want to work in a second

job to supplement their earnings from primary employment, but because fewer full-

time employment opportunities exist today. While some work part-time to supplement

Center 
on Policy

Initiatives

25

Planning for Shared Prosperity or Growing Inequality?



their earnings, or for greater flexibility, many do not, and previous research suggests that

a good number of part-time jobs do not offer health insurance, vacation time, or other

perquisites that often accompany full-time employment.

Figure 3.12 reveals that in the 1990’s nine of the 12, or 75 percent of all clusters in San

Diego County experienced increases in the proportion of part-time workers. Notably,

four of the seven targeted clusters saw an increase in part-time workers. Most alarming,

however, is the finding that employment in either clustered or non-clustered industries

as separate groups, or in all jobs taken collectively, became increasingly characterized

by part-time work. And while a smaller proportion of workers in clustered industries (22.9

percent) compared to non-clustered industries (30.4 percent) were employed in part-time

positions in 1996-98, there was still a 12 percent increase during the 1990’s for clustered

industries. Given the simultaneous economy-wide rise in inequality, poverty, and part-
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Figure 3.12: Percent Part-Time Employment by Cluster,
San Diego County, 1990 to 1998

Source: 1990 PUMS and 1996-98 CPS ORG
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time employment, it seems reasonable to suggest that regional leaders begin to think seri-

ously about the relationship between these three variables.

Health Insurance

Figure 3.13 shows that approximately 67 percent of all labor force participants had

health insurance in 1995-97, and that clustered industries had a larger proportion of

their workforce with health insurance in 1995-97 (72 percent) than did non-clustered

industries (64 percent). These findings are consistent with the fact that clustered indus-

tries had a smaller proportion working part-time in the 1990’s, and suggests that the

wage and salary income inequality reported above may be further exacerbated by non-

monetary income inequality. As anecdotal evidence and the experiences of many work-

ers in San Diego suggest, working full-time is an important determinant of whether one

will have health insurance. Figure 3.13 further shows that while almost 85 percent of

persons employed in targeted clusters had insurance, just over 60 percent of persons in

non-targeted clusters did.
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Previous CPI research has shown that approximately 46.8 percent of adults in San Diego

County with health insurance had their coverage provided by their employer, 5.4 per-

cent by the government or the military, 9.6 percent by MediCare, and 8.3 percent by MediCal

(California’s Medicaid program). The remainder (or 29.9 percent) paid for their health

insurance themselves.13

Figure 3.14 provides more detailed information about how working San Diegans and

those looking for work (not all adults) were paying for their health insurance. The major-

ity had only part of their insurance paid for by their employer (61 percent). Only 5 per-

cent of those with insurance had none of their insurance paid for and 34 percent had all

of it covered.

While slightly more than 40 percent of those with health coverage in non-clustered

industries had all of their health insurance paid for by their employer, only about one-

quarter in clustered industries did. A much larger proportion of those in clustered indus-

tries had only part of their insurance covered (68 versus 54 percent). Within clustered
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industries, the seven targeted clusters had a higher proportion with employer-paid health

insurance (33 percent) than did non-targeted clusters (18 percent).

Gender Composition

Mirroring the nation as a whole, there has been a feminization (an increasing female to

male ratio) of San Diego’s workforce. While only 60 percent of all adult women were

in the labor force in 1980, more than 71 percent were working by 1997. Figure 3.15

shows that five of twelve clusters had a larger proportion of female workers in 1996-98

than in 1990, and that although there was increased feminization in both clustered and

non-clustered industries, the rise was faster in non-clustered industries. Further, while

there was a slight rise in the percentage of female workers in the non-targeted clusters,

there was a small decrease in the targeted clusters.

Additionally, four of the seven clusters which experienced declining feminization were
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Figure 3.15: Percent Female by Cluster,
San Diego County, 1990 to 1998



targeted clusters – Computer and Electronics Manufacturing, Communications, Business

and Financial Services, and Biomedical Products and Pharmaceuticals. Only three of

seven targeted clusters, on the other hand, had larger proportions of women working in

them in 1996-98 than at the beginning of the decade – Environmental Technology,

Software and Computer Services, and Defense and Transportation Manufacturing. Thus,

men appear to have a slight advantage in obtaining employment in the targeted clusters,

while women have a slight advantage obtaining employment in the non-targeted clus-

ters as well as in the non-clustered industries.

Ethno-racial Composition

In addition to more women working in the latter part of the 1990’s than earlier in the

decade, previous research has also found that increased labor force participation by

African Americans, Asians, and Latinos has contributed to declining unemployment in

San Diego County. Unfortunately, however, the incomes of most women and ethno-
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Figure 3.16: Percent Non-White by Cluster
San Diego County, 1990 to 1996-98



racial minorities have not kept pace with the growth of non-Latino, White male 

earnings. 

Figure 3.16 shows that the largest increases in non-White employment occurred in five

of the seven targeted clusters, led by Environment Technology, Business and Financial

Services, and Computer and Electronics Manufacturing. Our analysis further reveals that

despite large increases in the number of non-White workers in targeted clusters, non-

clustered industries still employ a larger proportion of non-White workers than clustered

industries (43 versus 40 percent), and non-targeted clusters employ a slightly higher

proportion of non-Whites than targeted clusters (42 versus 38 percent).

Unionization

Previous research has also shown that unionization declined from 1984 to 1997 in San

Diego County, from 18.8 to 12.5 percent.  However, since 1990 unionization has been
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Declining unionization 

has been driven largely by

falling rates in targeted

cluster industries.
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Figure 3.17: Unionization by Industry Cluster
San Diego, 1989-91 to 1996-98



on the rise for women, public sector employees, and for those working in Managerial,

Professional, and Administrative and Technical Support occupations. 

Figure 3.17 shows that overall declining unionization is related to growth in cluster

industries in the 1990’s. Specifically, there was a 5.2 percentage point decrease in the

proportion of persons who were members of a union in clustered industries, (from 9.9

to 4.7 percent) from 1989-91 to 1996-98. In non-clustered industries, on the other hand,

the proportion rose from 16.4 to 19 percent.

When comparing targeted clusters to non-targeted clusters, we see that the proportion

of unionized workers in targeted clusters fell from 14.2 to 3.4 percent between 

1989-91 and 1996-98. Three of the seven targeted clusters (Defense and Transportation

Manufacturing, Biomedical Products and Pharmaceuticals, and Business and Financial

Services) experienced the largest reductions in the proportion of unionized workers.  If

this downward trend persists, what this data shows is that public policy targeting clus-

tered industries will have the effect of lower unionization rates in the San Diego region.
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When considering how to best invest public resources to spur economic development,

policy makers recognize that small and large companies have different needs and face

different challenges. The San Diego regional economy is marked by both small and

large companies, yet it remains widely debated whether small or large firms are the

dominant forces for economic expansion.

This study analyzes firm size to provide a quantitative context for the discussion of firm

size and economic policy. We identify the number of small firms versus large firms in

each industry cluster and in all non-clustered industries, and compare the proportion of

small and large firms in each cluster to the proportion of employment in small and large

firms. Because worker compensation has a correlation with firm size, firm size analy-

sis helps us better understand both the dynamics of industry clusters, documenting how

many people work in differently sized firms, as well as the economic well-being of

workers in these clusters. 

Challenges of Small and Large Firms

When assessing firm size and public policy, a common belief is that raising standards

and implementing job-quality safeguards will have a disproportionately negative impact

on small firms. For example, an increase in the minimum wage is often portrayed as

having a large and negative impact on small businesses; and the living wage 

ordinances in several cities provide waivers to small businesses, citing their inability to

stay in business if there is a sudden wage increase. Workers and employers in small

businesses face a variety of different challenges than in larger firms, for example,

• Small firms offer more opportunities to learn different skills, as each employee in

a small firm must be more of a “Jane of all trades”, but there are often fewer struc-

tured opportunities for advancement and formal skill training programs;
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• In small firms, many business owners must wear many hats – personnel manager,

production manager, financial manager, etc.;

• Smaller firms often pay lower wages and provide fewer benefits than larger firms;

• Small firm owners feel particularly squeezed by rising health care costs;

• Small businesses have a more difficult time securing access to capital for expansion

and development due to lower capitalization rates;

• Credit availability allows larger firms to maintain higher survival rates.

Our analysis studies data from the Dun and Bradstreet Unicore database which reports

firm size. Firms are assigned to individual clusters by the SIC number.14 The United States

Small Business Administration provides size standards for businesses to be classified

as small businesses. Some industries, such as agriculture and construction, are classi-

fied by their annual revenues. Most manufacturing industries are classified by the num-

ber of employees. In most industries where size is measured by the number of employees,

those employing fewer than 500 workers are deemed to be small businesses. The ques-

tion of size is context-driven, and in the context of the San Diego regional economy,

we need to categorize businesses differently. Since we focus this study on job creation,

we define businesses in the region only by number of employees, and ignore revenues

as an indicator of size. Since the database we use is a sample and hence does not cover

all firms in the region, we use proportions to describe firm size. Our analysis is done on

finer gradations of size than SBA criteria according to the following criteria:

• Very Small – firms with 10 or fewer employees

• Small – firms with 11 to 50 employees

• Medium – firms with 51 to 100 employees

• Large – firms with 101 to 250 employees

• Very Large – firms with more than 250 employees15

Planning for Shared Prosperity or Growing Inequality?

Center 
on Policy
Initiatives

34

14 See Appendix B for description of database and methodology for assigning firms to clusters.
15 In subsequent figures, the firm sizes are broken out into smaller categories to provide greater detail.

Very small firms are broken down into firms with 1-5 and 6-10 employees and small firms are broken
out into firms with 11-25 and 26-50 employees.



Targeted Industry Clusters

With the exception of the Defense and Transportation Manufacturing (Figure 4.5) and

the Environmental Technology (Figure 4.6) clusters, almost 40 percent of businesses in

targeted clusters are very small (Figure 4.8). In targeted clusters, the largest proportion

of firms are small, accounting for between 41 and 52 percent of all firms in each clus-

ter. The proportion of firms that are classified as large or very large is low, again with

the exception of the Defense and Transportation Manufacturing cluster and the

Environmental Technology cluster. For the targeted clusters combined, 38 percent of the

firms are very small and less than 3 percent are very large.

As might be expected, the Business Services and Financial Services cluster has a high

proportion (44 percent) of very small firms. Services such as mortgage lending and loan

brokering in the Financial Services cluster and employment agencies in the Business

Services cluster can be expected to be very small. Defense and Transportation

Manufacturing does not seem to have room for very small firms, but instead has a high

proportion of medium to very large firms.

By contrast, when analyzing employment rather than the number of companies, (Figure

4.8) we see that very small firms in all targeted clusters combined employ less than 10

percent of workers in their respective clusters. Employment in small firms ranges from

5 to 37 percent, with most targeted clusters in the 18 to 27 percent range. Large and

very large firms employ the largest proportion of workers, accounting for 60 percent of

all jobs in targeted industry clusters.

The disparity between the number of employees and the number of firms is exempli-

fied by the Business Services and Financial Services cluster (Figure 4.1). While very

small businesses form a large proportion (44 percent) of all businesses, just over 9 per-

cent of employment in Business and Financial is in firms with 10 or fewer employees.

Likewise, over 85 percent of employment in the Defense and Transportation

Manufacturing cluster is in very large firms, while less than 20 percent of firms are large

(Figure 4.5).
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Very small firms in all

targeted clusters combined

employ less than 10 percent

of all workers in their

respective clusters. Large

and very large firms employ

the largest proportion of all

workers, accounting for 

60 percent of all jobs in

targeted industry clusters.



Non-targeted Industry Clusters

Looking to non-targeted clusters, the proportion of very small firms is between 30 and

42 percent, with no outliers. With the exception of the Visitor Industry Services cluster

(Figure 4.13), the majority of firms are small; between 50 and 59 percent of firms in these

cluster are small. The proportion of large and very large firms is low, with no signifi-

cant outliers, and they range from 3 to 13 percent of firms. Overall, 7.5 percent of firms

employ more than 100 workers, while 50 percent of firms are small firms (Figure 4.14).

The Fruit, Vegetables and Horticulture cluster has a very high proportion (59 percent)

of small firms, a slightly higher proportion than the other clusters. While it seems that

the Recreational Goods Manufacturing cluster is also predominantly made up of very

small and small firms, it should be noted that two major manufacturers of golfing equip-

ment, Callaway Golf and TaylorMade, did not respond to the survey and are not included

in the analysis. About 13 percent of firms in the Visitor Industry Services cluster are

either large or very large, the highest rate among the non-targeted clusters. This can be

explained by the presence of large chain hotels in the area.

As was the case with targeted cluster firms, very small firms, while accounting for a

large proportion of firms, do not employ a large proportion of workers in any cluster.

Large and very large firms in the non-targeted clusters account for 71 percent of its

workers while small firms and very small firms account for a low share (15 percent) of

employment. Only the Fruit, Vegetables and Horticulture cluster has a large proportion

of workers employed in small firms.  

Non-Clustered Industries

When comparing all non-clustered industries to all clustered industries, we see that a

greater percentage of non-clustered firms are very small, and a smaller percentage of

non-clustered firms are large or very large.  Figure 4.18 shows that just over 43 percent

of non-clustered firms are very small in size, while only 37 percent of clustered firms

are very small.  And while 8 percent of clustered firms are large or very large (Figure

4.18) this is true of just under 4.5 percent of non-clustered firms.
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Again looking to the number of employees, rather than the number of firms, the distinction

between non-clustered and clustered firms becomes even more dramatic (refer to Figure

4.19). Sixty-four percent of clustered industry workers are employed in large or very large

firms, in contrast to only 39 percent of non-clustered industry workers. The majority of

non-clustered employment is in small and medium size firms (11 – 100 employees),

where 53 percent of all non-clustered industry employment is found, as compared to only

31 percent of all clustered industry employment.

The majority of firms in

targeted, non-targeted and

non-clustered industries are

very small or small, but the

majority of workers are

employed in large or very

large firms.
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Figure 4.2: Biomedical and Biotech Products
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Figure 4.3: Communications



Center 
on Policy

Initiatives

39

Planning for Shared Prosperity or Growing Inequality?

0.00

10.00

20.00

30.00

40.00

50.00

% of Employees

% of Firms

>250101-25051-10026-5011-256-101-5

P
er

ce
n

ta
g

e

Firm Size

Figure 4.4: Computer & Electronics manufacturing
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Figure 4.5: Defense



Planning for Shared Prosperity or Growing Inequality?

Center 
on Policy
Initiatives

40

0.00

5.00

10.00

15.00

20.00

25.00

30.00

35.00

% of Employees

% of Firms

>250101-25051-10026-5011-256-101-5

P
er

ce
n

ta
g

e

Firm Size

Figure 4.6: Environmental Technology
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Figure 4.7: Software & Computer Services
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Figure 4.8: All Targeted Clusters
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Figure 4.10: Fruits & Vegetables and Horticulture
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Figure 4.11: Medical Services
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Figure 4.12: Recreational Goods  Manufacturing
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Figure 4.13: Visitor Industry Services
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Figure 4.14: All Non-targeted Clusters
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Figure 4.15: All Cluster Industries
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Figure 4.16: All Non-Cluster Industries

0.00

5.00

10.00

15.00

20.00

25.00

30.00

35.00

% of Employees

% of Firms

>250101-25051-10026-5011-256-101-5

P
er

ce
n

ta
g

e

Firm Size

Figure 4.17: All Firms



Center 
on Policy
Initiatives

46

Planning for Shared Prosperity or Growing Inequality?

Planning for Worker Needs in Small and Large Firms

Overall, our analysis shows that while the majority of firms in targeted, non-targeted and

non-clustered firms are very small or small, the majority of workers are employed in large

or very large firms. Despite the large number of small firms in the region’s New Economy,

a substantial number of workers continue to be employed by large and very large firms,

at a slightly higher rate in non-targeted clusters than in targeted clusters. Therefore, it

is clear that some elements of current economic development policy will have to take

into account the needs of workers and employers in both small and large firms.



Center 
on Policy

Initiatives

47

Planning for Shared Prosperity or Growing Inequality?

Since the 1970s, metropolitan areas across the United States have gradually deindus-

trialized as firms moved away from the urban core and into the suburbs. This process

has been aided by the availability of cheaper land away from the city centers, and the

less restrictive zoning requirements that have gone with it. The flight of jobs has left behind

large concentrations of poverty in the inner-cities and populations with decreasing work

skills and increasing reliance on welfare and social services. In addition to creating a

socially and economically disadvantaged inner-city population, the suburbanization of

jobs has created a deteriorating quality of life for working populations in the suburbs.

The construction of more and more highways to accommodate commuters has resulted

in greater sprawl and environmental degradation.

Firm location is an important issue in our current analysis of regional economic devel-

opment and targeting practice because public investment in the growth of new high-

tech industries can have a direct impact on where new business centers locate. If high-tech

clusters continue to grow in the sparkling new office buildings springing up in the north-

ern part of the county, the remoteness of jobs can isolate those living to the south of the

traditional line of divide, Interstate-8.  The result of such northern shifts in firm loca-

tion could be an entrenchment of the growing inequality in our region’s economy.  

Our analysis of firm location utilizes the Dun and Bradstreet Unicore database to locate

firms in each cluster according to the 41 Subregional Areas (SRAs) in the San Diego

region. SRAs are used so as to provide more detail than City classification, which uses

the 18 cities and one unincorporated area that form San Diego County, enabling us to

give a more detailed view of employer locations. The SRAs are also familiar to most

San Diego County residents and therefore easier to comprehend. In addition to mapping

firm location, we utilize SANDAG data to compare firm location to the proportion of

working age population living in each SRA, providing a comparison between where

firms are located to where people live.

V Firm Location and Employment Density



Firm Location Analysis

The maps detailing employment density measure the distribution of jobs in a cluster

across all SRAs. For example, a density of 5-10% in Carlsbad in the Communications

cluster implies that between 5 and 10% of the total employment in this cluster in San

Diego County was located in Carlsbad. In other words, employment density breaks

down the total employment in each cluster by Subregional Area.

Targeted Clusters

Biomed and Biotech (Maps V.1a and V.1b)

Firms in this cluster are largely located in the Del Mar-Mira Mesa and University SRA,

with a large group of them in Kearny Mesa, stretching down into Central San Diego.

Employment density is by far the largest in the University area, with 41 percent of

employment. Del Mar-Mira Mesa has the next highest employment density, with almost

16 percent.

Business and Financial Services (Maps V.2a and V.2b)

This cluster has firms located in large numbers in several SRAs, including Chula Vista,

National City, Central San Diego, Kearny Mesa, University, Del Mar-Mira Mesa, La Mesa,

and Carlsbad. Central San Diego, with 19.6 percent of employment, has the highest job

density, followed by Kearny Mesa at 16 percent. Del Mar–Mira Mesa has 14.5 percent

of jobs.

Communications (Maps V.3a and V.3b)

Again, the area around University and Del Mar-Mira Mesa has a large number of firms

in this cluster, as well as the northern end of Kearny Mesa, and central and coastal

Carlsbad. University has 32 percent of jobs and Del Mar-Mira Mesa has 25 percent of

the jobs. Kearny Mesa has about 11 percent of the jobs, while Carlsbad has 7.2 percent.

Computers and Electronic Manufacturing (Maps V.4a and V.4b)

Firm location in this cluster is dense in University, Del Mar-Mira Mesa, northern Kearny

Mesa and again in Carlsbad. Although North San Diego does not seem to have many
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firms located there, it has the highest employment density at 25 percent, probably due

to the presence of Sony Electronics. Del Mar-Mira Mesa has 22 percent and Kearny

Mesa has 21 percent of employment.

Defense and Transportation Manufacturing (Maps V.5a and V.5b)

There are few firms in this cluster and they are mainly located in Central San Diego

and down into National City, with some in Kearny Mesa. The highest density of employ-

ment is in Kearny Mesa, where Lockheed is located, which has almost 34 percent of employ-

ment. The next is Central San Diego, which houses Teledyne, with 26 percent of

employment. Chula Vista has 15 percent of employment.

Non-targeted Clusters

Entertainment and Amusement (Maps V.8a and V.8b)

A large number of firms in this cluster are located in Central San Diego, and some are

located in the Peninsula and Coastal areas. Employment density is highest in Central

San Diego, where 24 percent of employment is located. Alpine, where the Viejas Casino

and Turf Club is located, comes in second, with 21 percent of employment. Harbison

Crest has almost 17 percent of employment, again due to Native American-owned

casinos.

Environmental Technology (Maps V.6a and V.6b)

Several firms in this cluster are located in Carlsbad and into San Marcos and Escondido,

around and along Palomar Airport Road. There are also a good number of firms in the

Del Mar-Mira Mesa area and northern Kearny Mesa. Again Del Mar-Mira Mesa has

the highest employment density, with 26 percent, with Kearny Mesa at 22.5 percent. Carlsbad

has 16 percent of employment.

Fruit and Vegetable and Horticulture (Maps V.9a and V.9b)

Firms in this cluster are located primarily in the northern areas of the county, including

San Dieguito, Oceanside, Vista, San Marcos and Fallbrook. Employment density is

highest in San Dieguito at 19 percent, due to a strong presence in the Horticulture 
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cluster. Fallbrook accounts for 12 percent of employment in this cluster, followed by Carlsbad

and Del Mar-Mira Mesa, each at just over 10 percent.

Medical Services (Maps V.10a and V.10b)

There are several pockets of densely located firms in this cluster located all over the

county. University, Central San Diego, Kearny Mesa, National City, Chula Vista and

Oceanside have a large number of firms. University has the highest employment den-

sity (17 percent), followed closely by Central San Diego at 15.7 percent, Kearny Mesa

at 15.5 percent and Elliott-Navajo at 13 percent.

Recreational Goods Manufacturing (Maps V.11a and V.11b)

This is one cluster where we do not have information on the two big companies in the

region – Callaway Golf and TaylorMadeGolf, both located in Carlsbad. According to

The Lists 1999, published by the San Diego Business Journal, Callaway Golf employed

more than 2,550 workers and TaylorMade Golf employed 450 workers locally. Since

we did not want to contaminate the database with data acquired from another source,

we have not included these companies in our maps.

Of the companies that did respond to the survey, there were 8 in Del Mar-Mira Mesa,

and 2 in Central San Diego. However, almost 44 percent of employment is in Central

San Diego, while only 17 percent of workers were employed in the Del Mar-Mira Mesa

Sub Regional Area.

Software and Computer Services (Maps V.7a and V.7b)

Firms in this cluster are again mainly located in Del Mar-Mira Mesa, University, Kearny

Mesa and Carlsbad. University has the highest job density with over 26 percent, while

Del Mar-Mira Mesa and Kearny Mesa follow with 18.5 percent and 17.6 percent respec-

tively.

Visitor Industry (Maps V.12a and V.12b)

Firm location in this cluster is dense in Central San Diego, Peninsula and southern

Kearny Mesa, with some density in University also. Employment is highest in Central



San Diego, where 22 percent of the jobs are located. Kearny Mesa and

Peninsula follow, with 13.3 percent and 12.3 percent.

Cluster Employment Creating a Jobs-Housing
Mismatch

Table 5.1 shows the total cluster employment and the percent of the work-

ing age residents living in each SRA. We focus on the working-age

population (between 15 and 64 years of age) so that we can logically

match up population with job locations. Our data show the distinct

mismatch between housing and jobs, and perhaps provides an expla-

nation for the parking lots that our freeways turn into during the rush-

hours. The most glaring mismatch is in the University SRA, which

houses 2.15 percent of our working-age population, but has 16.4 per-

cent of the jobs in clusters. Kearny Mesa has 5.2 percent of the work-

ing-age population, with 15.4 percent of total cluster employment. On

the other side of the coin, we see that 5.4 percent of the working-age

population lives in Southeast San Diego, which has less than 1 per-

cent of cluster employment. This type of jobs-housing mismatch is

seen in the South Bay, El Cajon, Oceanside and Escondido Subregional

Areas as well. 

Our analysis shows that job creation in clustered industries is spurring

the increasing job-housing mismatch in the San Diego region. Economic

development planners utilizing public support to target cluster indus-

tries may in fact be exacerbating problematic suburbanization issues.

The Smart Growth planners in San Diego will need to synchronize

their efforts with policy makers promoting targeted clusters to pro-

vide housing along with the desirable jobs that are being created in

the region.
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Table 5.1: Cluster Employment and
Working Age Population as a Percent of

Total, San Diego Region, 1998

Cluster Working-Age
SRA Employment Population
Anza-Borrego Springs 0.02 0.10
Miramar 0.88 0.18
Pauma 0.01 0.19
Palomar-Julian 0.03 0.22
Laguna-Pine Valley 0.02 0.22
Mountain Empire 0.05 0.22
Jamul 0.06 0.45
Alpine 0.80 0.47
Harbison Crest 0.61 0.56
Valley Center 0.04 0.64
Lemon Grove 0.13 1.03
Coronado 1.50 1.06
Ramona 0.15 1.18
Fallbrook 0.59 1.41
Pendleton 0.00 1.68
National City 1.49 1.85
Lakeside 0.16 2.01
Santee 0.24 2.07
San Marcos 1.88 2.07
La Mesa 1.30 2.09
University 16.38 2.15
Peninsula 3.92 2.36
Sweetwater 0.79 2.48
Poway 1.94 2.83
Spring Valley 0.19 2.97
Vista 0.98 2.98
North San Diego 4.76 3.00
Coastal 2.73 3.08
San Dieguito 1.52 3.19
Carlsbad 4.32 3.21
Elliott-Navajo 3.01 3.30
Chula Vista 3.08 3.52
El Cajon 0.94 4.17
South Bay 1.47 4.34
Escondido 1.94 4.78
Oceanside 1.04 4.81
Del Mar-Mira Mesa 12.75 5.03
Kearny Mesa 15.43 5.20
Mid-City 1.15 5.41
Southeast San Diego 0.19 5.44
Central San Diego 11.50 6.05
Total 100.00 100.00
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TARGETED CLUSTERS: Maps V.1a and V.1b
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TARGETED CLUSTERS: Maps V.3a and V.3b

Communications
Firm Locations

Communications
Employment Density

Computers and Electronic Manufacturing
Firm Locations

Computers and Electronic Manufacturing
Employment Density

TARGETED CLUSTERS: Maps V.4a and V.4b

Firm Location Subregional Areas

Employment Density Maps Firm Location Maps

Percentage of Employees Subregional Areas
0-2%
2-5%
6-10%
10-15%
15-25%
>25%

Employment as % of Total Employment in Cluster

Acknowledgements:
Subregional Areas (SRA). provided courtesy of SANDAG
Address source: Dun and Bradstreet Unicore Database



Center 
on Policy
Initiatives

54

Planning for Shared Prosperity or Growing Inequality?

TARGETED CLUSTERS: Maps V.5a and V.5b
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NON-TARGETED CLUSTERS: Maps V.6a and V.6b
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NON-TARGETED CLUSTERS: Maps V.10a and V.10b
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NON-TARGETED CLUSTERS: Maps V.7a and V.7b
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A Social Contract for Regional Growth and Shared Prosperity 

Economic development planners and policymakers have formulated responses to our

region’s recent economic changes in their effort to help build a healthy regional econ-

omy. The central strategy of planners has been utilizing public support and incentives

to raise regional per capita incomes by targeting ‘high-tech’ industry clusters.

CPI views cluster targeting practices as a viable component of an economic prosperity

strategy. Increasing the number of high wage, high-tech jobs within growing and inter-

dependent regional industries is a valuable and integral part of the San Diego region’s

economic development.

However, this strategic direction, while important, is not enough to meet the challenges

of our current and future labor market. As this report shows, the seven targeted indus-

try clusters account for only 18 percent of all jobs in the regional labor market. While

the targeted cluster industries have experienced job growth throughout the 1990s, the

majority of San Diego’s new jobs are being created in non-targeted clusters and non-

clustered industries. What we see occurring alongside, and in some cases even within,

growing high-tech clusters is growing inequality, increasing poverty, declining benefits

and rapid growth in low-wage jobs. Current economic development strategies, while strength-

ening specific industry clusters, are doing little to slow the divide between the rich and

poor in our region.

Our starting point for economic change is a basic viewpoint that healthy economies are

built on successful businesses with good jobs that pay family-supporting wages, pro-

vide secure health and retirement benefits and create clear pathways and opportunities

for career advancement.

Towards this economic vision, we continue to promote a social contract that binds the

fortunes and economic security of all San Diegans to regional economic growth and to

the vitality of the region’s employers. Efforts to promote high-wage jobs and a busi-
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VI Discussion & Policy Recommendations
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ness-friendly environment must be complemented with efforts that increase wages for

low income workers, increase the number of jobs providing health and pension bene-

fits, create greater security to counteract the growth of contingent work, and expand

opportunities for communities left behind by the new economy.

Based on the data presented in this report as well as previous and ongoing research,

CPI describes four specific policy initiatives designed to encourage the implementa-

tion of a social contract that raises the standard of living and promotes long-term eco-

nomic prosperity for all San Diegans.

Policy Initiatives for Shared-Prosperity Economic Development

1. Establish “shared-prosperity” standards.

As evidenced in this report, regional job growth continues to occur at both the high and

low ends of the labor market. Our economic development programs and incentives

should be evaluated using a complete set of shared-prosperity standards that guarantee

all San Diego workers and their families a decent standard of living.

CPI advocates three prime criteria for shared-prosperity standards: minimum standards

for wages, health benefits and full-time jobs. These indicators allow planners to assess

regional economic development not only in terms of the number of jobs created and

average regional wages, but the quality of all jobs.

I. Wages – Per capita, or average, income is a poor indicator of actual wages. Strategies

that focus solely on average regional income may have little or even negative impact

on inequality, as creating more high wage jobs does not guarantee that incomes will

rise for workers in low wage occupations. Development policy should continue to

promote high wage jobs, but planners should also include minimum, “living wage”

standards for all jobs. 

II. Health Benefits – It is significant that not one economic development agency, plan

or strategy includes an explicit goal of expanded health insurance.  As seen in this

report, almost a third of the region’s workers do not have health insurance. A regional

effort to guarantee the provision of health insurance would be a strong stimulus to



economic growth, as it would assist businesses with employee attraction and reten-

tion. Therefore, job quality should be measured by the inclusion or exclusion of

health insurance, and public policy must consider health insurance in its planning

strategies. 

III. Full-time Jobs – Contingent work arrangements such as temporary and part-time

work are  increasing across the economic landscape in our region. Job security and

advancement opportunity, access to health insurance, pension, and other fringe ben-

efits are all directly linked to the reduction of full-time work.  Economic expansion

that creates an increasing number of temporary and part-time jobs increases regional

inequality. Measurement of full-time versus temporary and part-time employment

should be a standard element of development policy as it is crucial to assessing the

economic health of our region.

We believe policymakers should apply these core shared-prosperity standards across

all areas of public decision-making. A failure to establish clear shared prosperity crite-

ria creates an environment where different public agencies work against one another in

terms of meeting broader, long-term economic goals. For example, while economic

development professionals are working to attract high-wage firms, land use and rede-

velopment decisions that focus on creating a revenue stream of sales tax or Transient

Occupancy Tax (hotel tax) often result in the creation of large numbers of low-wage

jobs without health care benefits.

Major developments such as the College Grove shopping center redevelopment and the

downtown ballpark district, while creating new jobs, make no assurances of job qual-

ity in return for significant public subsidies. Indeed, a recent SANDAG study found

that a high proportion of the jobs supported by public investments in the downtown

redevelopment area pay wages far lower than regional averages. Likewise, recent efforts

to outsource government functions without job quality standards often have the effect

of converting a job with health care benefits into one without, and reducing wages of

those providing essential public services. For instance, County government is respon-

sible for providing safety net health insurance to the County’s 650,000 (mostly work-

ing poor) uninsured, yet County outsourcing policies do not require that County 
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contractors provide health care to their employees, even those working full-time.

Policy decisions devoid of basic standards promote an increasingly polarized labor mar-

ket. We urge local agencies to apply core job quality standards to all major expendi-

tures of taxpayer dollars from economic development subsidies and downtown

redevelopment to public contracting and land use decisions. In an era of increased

accountability and scrutiny of public monies, standards will allow citizens and policy

makers to objectively assess the return on public investment for public expenditures

and subsidies.

2. Require “Jobs Impact Reports” on major subsidies, developments and public
expenditures.

Currently, policymakers are not required to evaluate job quality outcomes of public

decisions and projects. While Environmental Impact Reports (EIRs) require that deci-

sion makers consider certain environmental impacts of development, such as air qual-

ity or noise levels, no such “Jobs Impact Report” provides policymakers with the tools

to evaluate job quality outcomes of these same projects utilizing the criteria outlined above.

As job quality is the cornerstone of a healthy economy, we urge local government to estab-

lish job quality impact reports as a part of development, redevelopment, land use and

public spending decisions.

3. Create labor market partnerships and structures that spread the cost and
responsibility of skill development and reestablish and formalize career ladders.

The constant need to retool and rethink work requires a new commitment to a system

of lifelong learning and career advancement that prepares workers for new technologies

and new industries. Naturally, a focus on increasing worker productivity will translate

both into higher wages for workers and increased success and profitability of 

employers. 

Current economic development strategies focus on replacing lost manufacturing jobs

that were accessible to high school graduates with high-tech jobs that require college

or advanced degrees in such fields as software and biomedical research. These new jobs
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pay, on average, higher wages, but require educational levels that make these jobs harder

to reach for low-income and working class San Diegans. Therefore the opportunities afforded

by a growing job market remain inaccessible for many.

While employers in most industries (and particularly in high-tech clusters) are experi-

encing increasing difficulty recruiting skilled workers, the failure of some employers

to invest in training programs puts an unfair burden on those employers that do invest

in training. Employers that don’t provide training to their workers avoid the cost of

training, but benefit when they recruit workers from other firms with training programs.

Consequently, employers spend less on employee training.

A commitment to a workforce development system that meets the need of employers

for skilled workers and gives greater opportunities to workers requires systemic changes,

structured partnerships and mutual investments by public educational systems, employ-

ers and employee unions. 

• Public educational systems, such as the high schools, community colleges and

universities, can ensure that the scale of our response is adequate to meet the chal-

lenges of a rapidly changing workforce and rapidly changing jobs.

• Labor-management partnerships increase productivity through joint training

programs that meet employer’s skill needs and enable the development of systems

of portable benefits, such as health and pension, for workers. This minimizes the impact

of greater job insecurity for workers and protects employers’investments in employee

training by providing incentives for workers to remain within the industry. In fact,

employee unions and industry partnerships have decades of experience through

apprenticeship programs in maintaining an adequate supply of high-productivity work-

ers in highly skilled, but cyclical, industries. These building trades-focused pro-

grams have learned how to integrate the needs of both employers and workers and

manage labor market demand in an inherently unstable career. 

• Industry-specific partnerships ensure that training is linked directly to employer

needs with common skill sets and standards.  Industry-specific skill standards and

certification systems allow workers (that can no longer count on a career path of job
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promotions) to more easily pursue career promotion through concrete accumula-

tion of widely recognized skill certificates. Skill certifications and structured career

ladders ensure that entry-level jobs will truly lead to career advancement. 

We argue for the creation of industry-specific partnerships between employers, labor unions

and educational institutions. These partnerships that share cost and responsibility for a

comprehensive workforce development system are an essential ingredient of regional

economy based on the principle of shared prosperity.

4. Expand participation by workers and communities in regional economic
development.

Much of the economic development activity today focuses solely on business climate

issues without addressing the conditions and needs of workers and communities in the

changing economy. Regional economic development strategies that meets the needs of

the entire San Diego community must include the participation of businesses, workers,

community groups and educational institutions. Policy makers must increasingly 

diversify and reach out for the voice of workers and communities in the creation of an

inclusive economic development strategy.

Hopeful Signs - Recent Efforts to Raise Standard of Economic
Development

Several encouraging recent local efforts have shown the potential to set economic devel-

opment standards and to integrate public spending, workforce development and land use

policy towards a vision of shared prosperity. For example:

• The City of San Diego has undertaken a two-year process to update its’ General

Plan and for the first time in the City’s history, the Strategic Framework for future

development will explicitly include economic prosperity as a factor in future land

use decisions.

• The Workforce Investment Board, with the leadership of Workforce Partnerships,

has established ‘living wage’ standards as a requirement for training providers to

receive certain categories of federal training funds. They are also initiating efforts
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to identify career paths in growing industries to help San Diegans compete for 

and “ladder” to higher-wage jobs.

• The County of San Diego is looking at requiring county contractors to provide

healthcare to their employees in an effort to use County purchasing power to increase

the number of insured workers.

• The City of San Diego has established wage standards for several of its economic

development incentives. 

• The Metropolitan Transit Development Board (MTDB) established a “Responsible

Wage and Benefit” policy that established a minimum wage of $8.35/hour and

requires health care benefits for transit contractors.

CPI praises these recent efforts to consider the economic health of our region in terms

of wage standards, health insurance, investment in training and job advancement oppor-

tunity. We urge policy and decision makers in every arena throughout the region to fol-

low their lead and look for every opportunity to create an economy that works for all

San Diegans. A region committed to the economic improvement of all residents is a

region ripe for long-term economic prosperity.
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The Center on Policy Initiatives (CPI) was established in 1997 to promote higher stan-

dards of living for poor and moderate-income families through research, policy devel-

opment, public education and effective advocacy. CPI focuses on research and policy

development that address structural factors and issues crucial for linking community and

regional economic development.

CPI believes a fair economy is one in which economic opportunities are universally

accessible. Specifically, a healthy community is one that offers good jobs, democratic

workplaces, affordable and accessible health care, quality childcare, effective education,

affordable housing and secure retirement benefits.
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Data

All 1990 statistics were generated using the 1990 5% Public Use Microdata Samples

(PUMS) of the Census of Population and Housing. Statistics from a year reported after

1990 were generated using either one or more of the Current Population Survey (CPS)

March Demographic files, or one or more of the Current Population Survey Out-Rotation

Group (CPS ORG) files.  For firm size and firm location analysis, The Dun and Bradstreet

Unicore database was used to identify firms, their SIC codes, employment and their

complete addresses.

Cluster Analysis Methodology

Three words of caution are necessary regarding the empirical evaluation of a cluster

approach to regional economic growth. First, given that the PUMS and CPS group

industries using the Census Industrial Classification (CIC) system, which was developed

from the Standard Industrial Classification (SIC) system, the two differ somewhat and

we had to write an algorithm to match CIC to SIC categories. Second, we are thankful

to SANDAG (1998: 126-131) for responding to the Center on Policy Initiatives’earlier

request to have more thorough definitions of its 16 clusters and to have a more complete

explanation of the definition process. However, we subsequently learned that for some

of SANDAG’s clusters only portions of the reported constituent SIC codes were used

to construct the clusters. In our analysis we did the best we could to match SIC and CIC

codes, and used those provided in SANDAG (1998: 130-131) to define 12 industry

clusters which generally conform to SANDAG’s.

Finally, given the problem of a relatively small number of observations being available

in non-census years (e.g., after 1990), in some cases we collapsed SANDAG’s clusters

in order to boost the number of observations in any single category. For instance, while

SANDAG separates Biomedical Products from Biotechnology and Pharmaceuticals,

we combined these using are CPS ORG files for 1996 through 1998 to create a new

category with 50 observations. Before doing this, the former SANDAG category had

35 observations and the latter had only 15. We also collapsed Business with Financial

Data and Methodology
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Services (resulting in 177 observations). And Fruit and Vegetable with Horticulture

(resulting in 65 observations). The only remaining cluster categories with less than 30

observations in the 1996-1998 period were Communications (29) and Recreational

Goods Manufacturing (23), neither of which are closely related to another cluster with

which it could be collapsed. All other cluster categories had more than 30 observations.

Firm Size and Location Methodology

From the Dun and Bradstreet Unicore database, firms were placed in clusters using

their SIC codes. The addresses were geo-coded to produce the firm location maps. Once

the firms were located on the map, their employment data was used to calculate employ-

ment densities. Firms with incomplete or missing addresses could not be located on the

maps.

Firms in each cluster were located according to the 41 Subregional Areas (SRAs) in

the San Diego region as defined by SANDAG. This geographic representation was used

so as to give a better glimpse of employer locations. The 41 SRAs provide more detail

of the geographic area than the City classification, which uses the 18 cities and 1 unin-

corporated area that form San Diego County. The SRAs are also familiar to most San

Diego County residents.

While the Unicore database has a large enough sample to represent each of the 15 clus-

ters, for comparability, we represent the 12 agglomerated clusters used in the report.
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Biomedical Products
3821 Laboratory apparatus & furniture
3827 Optical instruments & lenses
3841 Surgical & medical instruments
3842 Surgical appliances & supplies
3843 Dental equipment & supplies
3844 X-ray apparatus & tubes
3845 Electromedical equipment
3851 Ophthalmic goods

Biotechnology and Pharmaceuticals
2835 Diagnostic substances
2836 Biological products excluding diagnostic
8071 Medical laboratories
8731 Commercial physical research (60%)1
8733 Noncommercial research org.
2833 Medicinals & botanicals
2834 Pharmaceuticals preparations
5122 Drugs, proprietaries, & sundries
8734 Testing laboratories
2819 Industrial inorganic chemicals, nec
2869 Industrial organic chemicals, nec
2899 Chemical preparations

Business Services
2741 Miscellaneous publishing
7311 Advertising agencies
7319 Advertising, nec
7361 Employment agencies
7363 Help supply services
7375 Information retrieval services
7376 Computer facilities management
7377 Computer rental & leasing
7389 Business services, nec
8111 Legal services
8712 Architectural services
8720 Accounting, auditing & bookkeeping
8741 Management services
8742 Management consulting services
8748 Business consulting, nec

Communications
SIC Industry Description
3661 Telephone & telegraph apparatus
3663 Radio & TV communications
3669 Communications equipment, nec
4812 Radio/telephone communications
4899 Communications services
8711 Engineering services (10%)1
8731 Commercial physical research (25%)1

Computer & Electronics Manufacturing
3571 Electronic computers
3572 Computer storage devices
3577 Computer peripheral equipment, nec
3825 Instruments to measure electricity
3695 Magnetic & optical recording media
5045 Computers, peripherals & software, wholesale
3651 Household audio & video equipment
3629 Electrical industrial apparatus, nec
3671 Electron tubes
3672 Printed circuit boards
3674 Semiconductors & related devices
3675 Electronic capacitors
3676 Electronic resistors
3677 Electronic coils & transformers
3678 Electronic connectors
3679 Electronic components, nec
3699 Electrical equipment & supplies, nec
5065 Electronic parts & equipment, wholesale

Defense and Transportation Manufacturing
3511 Steam engines & turbines
3721 Aircraft
3724 Aircraft engines & engine parts
3728 Aircraft parts & equipment, nec
3731 Ship building & repairing
3732 Boat building & repairing
3761 Guided missiles & space vehicles
3769 Space vehicle equipment
3812 Search & navigation equipment
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Employment clusters are identified and defined using three criteria: export-oriented,

interdependent, and wealth generating. These three criteria are applied to employment

data reported at the four-digit Standard Industrial Classification (SIC) Code level. The

four-digit level employment data is then grouped and aggregated into clusters based on

the results of the three criteria.

SIC Industry Descriptions for Clusters

– Continued on next page



Entertainment and Amusement
4725 Tour operators
4830 Radio & TV broadcasting stations
7922 Theatrical producers & services
7941 Sports clubs, managers & promoters
7948 Racing, including tract operations
7992 Public golf courses
7996 Amusement parks
7999 Amusement & recreation, nec
8400 Museums, art galleries, botanical, zoological 

gardens

Environmental Technology
3564 Blowers & fans
3569 General industrial machinery, nec
3589 Service industry machinery, nec
3823 Process control instruments
3824 Fluid meters & counting devices
3826 Analytical instruments
3829 Measuring & controlling devices, nec

Financial Services
6035 Saving institutions, Federally Figureered
6036 Saving institutions, not Federally Figureered
6061 Credit unions, Federally Figureered
6062 State credit unions
6140 Personal credit institutions
6162 Mortgage bankers & loan correspondents
6163 Loan brokers
6282 Investment advice

Fruit and Vegetables
0161 Vegetables & melons
0171 Berry crops
0172 Grapes
0174 Citrus fruits
0175 Deciduous tree fruits
0179 Fruits & tree nuts, nec
0762 Farm management services
2033 Canned fruits & vegetables
2449 Wood containers, nec

Horticulture
0181 Ornamental nursery products
0182 Food crops grown under cover
0191 General farms, primarily crop
0781 Landscape counseling & planning
0783 Ornamental shrub & tree services

Medical Services
5047 Medical & hospital equipment
7352 Medical equipment rental
8011 Offices & clinics of doctors of medicine
8021 Offices & clinics of dentists
8049 Offices of health practitioners, nec
8062 General medical & surgical hospitals
8063 Psychiatric hospitals
8069 Specialty hospitals, except psychiatric
8072 Dental laboratories
8092 Kidney dialysis centers
8093 Specialty outpatient facilities, nec
8099 Health & allied services, nec

Recreational Goods Manufacturing
3940 Toys & sporting goods
5091 Sporting & recreational goods, wholesale

Software and Computer Services
SIC Industry Description
7371 Computer programming services
7372 Prepackaged software
7373 Computer integrated systems design
7374 Computer processing & data prep. services
7379 Computer related services, nec
8711 Engineering services (5%)1

8731 Commercial physical/biol. research (15%)1

Uniformed Military
This cluster includes all uniformed military person-

nel.
There are no SIC codes to represent this cluster.

Visitor Industry Services
4489 Water passenger transportation, nec
4499 Water transportation services, nec
4724 Travel agencies
5800 Eating & drinking places (55%)
7011 Hotels & motels
7021 Rooming & boarding houses
7032 Sporting & recreational camps
7033 Trailer parks & campsites
7041 Organization hotels & lodging house
7514 Passenger car rental

1 Portions of the employment in Standard Industrial
Classification Industries 8711 and 8731 are included in
more than one cluster group.

Source: SANDAG INFO, San Diego Regional Employment Clusters:

Engines of the Modern Economy, May-June 1998.
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While the policy of using clusters as a tool for development might be useful in creating

a vision for future growth, it comes at the cost of ignoring the existing labor market sit-

uation. There are a large number of industries and jobs that do not fall under the range

of vision of the cluster strategy. The following table lists, by SIC code, all the industries

that were not included. Many of these industries are an integral part of the both today

and tomorrow’s economy, and employ a significant number of workers in San Diego County.

• Construction, which employed 61,100 workers in 1998, has been left out. The Labor

Market Information Division of the California Employment Development Department

(EDD) forecasts that 7 out of the top 10 jobs with the fastest growth between 1995 and

2002 will be in construction. These jobs paid a median hourly wage in 1997 (between

$8.13 and $25.31) that was more than was needed to keep a family of four above the

Federal poverty threshold.

• In the Retail Trade sector, the largest sector in San Diego, only part of Eating and

Drinking Places (55% in the Visitor Industry Services cluster) was included. The other

components of the Retail Trade sector accounted for 122,400 jobs in 1998. The job of

Retail Salesperson was expected to grow by more than 1,000 jobs per year according

to the EDD, the greatest absolute growth of any occupation. 

• The Finance, Insurance, and Real Estate sector employed 64,200 workers in 1998.

While parts of this sector are included in the Financial Services cluster, about 35,700

jobs in Insurance and Real Estate were not included in the clusters. Of the remaining

28,500 jobs, the majority are in financial institutions, such as commercial banks, and

are not included in the clusters.

• One important aspect of building the high-tech economy of the future is developing

the workforce that can participate in it. To the 40% of San Diego County’s residents

who have a high school diploma or less, the promise of a high-tech economy does not

hold the promise of well-paying, long-term employment. The training begins with

Primary and Secondary Schools, and includes Vocational Schools, Junior Colleges and

Center 
on Policy

Initiatives

73

Planning for Shared Prosperity or Growing Inequality?

Non-Clustered Industries

Appendix

C



Technical Schools. Major Group 82, which covers these and other Educational Services

is not featured in the debate about development. State, Local, and Private Education

together employed 104,700 workers in 1998.

The four sectors mentioned above accounted for about 324,000 jobs, almost 30% of all

employment in the county in 1998. These jobs are important to the local economy and

will continue to be vital in providing some of the infrastructure needed for a growing

and high-tech economy. The challenge lies in combining the desire to create better and

more high-paying jobs with the reality of creating a workforce that can participate in

the new economy while enjoying a high quality of life.
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Division A: Agriculture, Forestry and
Fishing 
Major Group Number – Industry
01 – Agricultural Production Crops (except  0161 –

Vegetables and Melons; 017 – Fruit and Tree
Nuts; 018 – Horticultural Specialties; and 019 –
General Farms)

02 – Agricultural Production Livestock and Animal
Specialties

07 – Agricultural Services (except 0762 – Farm
Management Services; 0781 – Landscape
Counseling and Planning; and 0783 –
Ornamental Shrub and Tree Service)

08 – Forestry
09 – Fishing, Hunting and Trapping

Division B: Mining
Major Group Number – Industry
10-14 – Mining

Division C: Construction
Major Group Number – Industry
15-17 – Construction

Division D: Manufacturing  
Major Group Number – Industry
20 – Food and kindred products (except for 2033-

Canned Fruits, Vegetables, Preserves, Jams,
and Jellies)

21 – Tobacco Products
22 – Textile Mills Products
23 – Apparel
24 – Lumber and Wood Products
25 – Furniture and Fixtures
26 – Paper and Allied Products

27 – Printing, Publishing and Allied Industries (except
for 2741-- racing form publishing, maps, guides,
atlases, etc.) 

29 – Petroleum Refining and Related Industries
30 – Rubber and Miscellaneous Plastics Products
31 – Leather and Leather Products
32 – Stone, Clay, Glass and Concrete Products
33 – Primary Metal Industries
34 – Fabricated Metal Products, Except Machinery

and Transportation Equipment
39 – Miscellaneous Manufacturing Industries

Division E: Transportation, Communications,
Electric, Gas and Sanitary Services
Major Group Number – Industry
40 – Railroad Transportation
41 – Local and Suburban Transit and Interurban

Highway Passenger
42 – Motor Freight Transportation and Warehousing
43 – United States Postal Service
44 – Water Transportation (except 4489- airboats,

excursion boat operations, passenger water
transportation on rivers and canals, sight-seeing
boats, and operation of water taxis; and 4499 –
includes boat cleaning, hiring and rental,
Figureering of commercial boats, ship cleaning,
steamship leasing, etc.)

45 – Transportation by Air
46 – Pipelines, except Natural Gas
47 – Transportation Service, (except 4724 – Travel

Agencies; and 4725 – Tour Operators)
49 – Electric, Gas and Sanitary Services

Non-Cluster Industries (by SIC Structure)
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Division F: Wholesale Trade
Major Group Number – Industry
50 – Wholesale Trade – Durable Goods (except 5045

– Computers and Computer Peripheral
Equipment and Software; 5047 – Medical,
Dental and Hospital Equipment and Supplies;
5065 – Electronic Parts and Equipment, n.e.c.;
and 5091 – Sporting and Recreational Goods
and Supplies)

51 – Wholesale Trade – Non-durable Goods (except
5122 – Drugs, Drug Proprietaries, and
Druggists’ Sundries)

Division G: Retail Trade
Major Group Number – Industry
52 – Building Materials, Hardware, Garden Supply

and Mobile Home Dealers
53 – General Merchandise Stores
54 – Food Stores
55 – Automotive Dealers and Gas Service Stations
56 – Apparel and Accessory Stores
57 – Home Furniture, Furnishings and Equipment 59

– Miscellaneous Retail

Division H: Finance, Insurance, and Real
Estate
Major Group Number – Industry
60 – Depository Institutions (except 6035 and 6036 -

Savings Institutions; 6061 and 6062 – Credit
Unions)

61 – Non-depository Credit Institutions, (except 6140
– Personal Credit Institutions; 6162 – Mortgage
Bankers and Loan Correspondents; and 6163 –
Loan Brokers)

62 – Security and Commodity Brokers, Dealers,
Exchanges, and Services

63 – Insurance Carriers
64 – Insurance Agents, Brokers and Service
65 – Real Estate
67 – Holding and Other Investment Offices

Division I: Services
Major Group Number – Industry
72 – Personal Services
75 – Automotive Repair, Services and Parking

(except 7514 – Passenger Car Rental)
76 – Miscellaneous Repair Services
78 – Motion Pictures
82 – Educational Services
83 – Social Services
86 – Membership Organizations
88 – Private Households

Division J: Public Administration
Major Group Number – Industry
91 – Executive, Legislative, and General

Government, Except Finance
92 – Justice, Public Order and Safety
93 – Public Finance, Taxation, and Monetary Policy
94 – Administration of Human Resources Programs
95 – Administration of Environmental Quality and

Housing Programs
96 – Administration of Economic Programs
97 – National Security and International Affairs
99 – Nonclassifiable Establishments.
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The list of industries that have been left out in the debate over clusters is given above.

Some of the non-cluster industries have a significant presence in the San Diego land-

scape. Table 9 lists some of the industries that do not figure in the clusters but have a

large number of jobs in San Diego County. Retail Trade, with over 200,000 workers is

ignored in the cluster debate, as is Construction, with 61,100 jobs. With almost 105,000

employees, Educational Services, which includes State, Local and Private Education has

been ignored. Employment in Education has grown by over 25% in the 1990s, from

83,400 in 1990 to 104,700 in 1998. The list in Table 9 is only a partial list of all the jobs

that are not part of any cluster, yet they account for almost 40% of the total number of

jobs in the San Diego region in 1998. 
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The occupational categories that we use are built from the Standard Occupational

Classification (SOC) System, used in the Census and the Current Population Surveys

(CPS). This system has 14 major occupational groups, which we collapsed into 7 in

order to have a sufficient sample size in each category, as follow:

1  Managerial and Professional: lawyers, legislators, administrators, doctors, registered

nurses, engineers and scientists, teachers, librarians, urban planners, religious and social

workers, artists, writers and entertainers;

2  Administrative and Technical Support: dental hygienists, licensed practical nurses,

biological and electrical technicians, legal assistants, air traffic controllers, computer pro-

grammers, secretaries, hotel clerks, telephone operators, mail carriers, and bank tellers;  

3  Sales: insurance, real estate and all others sales persons;

4  Services: launderers, cooks, private household cleaners, protective service supervi-

sors, firefighters, police, guards, waiters, bartenders, kitchen workers, dental assistants,

nursing aides, hairdressers, and child care workers; 

5  Farming, Forestry and Fishing: farmers, farm workers, nursery workers, agricultural

inspectors, gardeners, logging workers, fishers, and hunters;

6  Precision, Craft and Repair: mechanics, electronic equipment repairers, heating and

refrigeration mechanics, camera and watch repairers, locksmiths, construction trades such

as carpet installers and plumbers, cabinet makers, tailors, electronic assemblers, butch-

ers, bakers, and sewage plant operators; and

7  Laborer: woodworking and apparel machine operators, truck drivers, sailors, long-

shore equipment operators, construction laborers, garbage collectors, and garage and

service station related occupations.

For a more detailed discussion of the usefulness of comparing data from the 1990 cen-

sus (PUMS) and subsequent non-census years (CPS), please see Marcelli and Joassart

(1998: 82-83).
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