ECONOMY > CORPORATE COMPETITIVENESS

Today, inputs such as raw materials, capital, and scientific knowledge move freely around the world.
In a global economy, companies spread activities across multiple locations to harness their locational
advantages to either source low cost inputs or gain access to new markets.
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CORPORATE OFFICES

The presence of corporate and regional offices
attracts other supporting industry sectors,
including suppliers, banking, legal and
accounting firms, and other professional service
providers that serve the large corporations.

How ARE WE DOING?

Contra Costa County is the headquarters for
corporations such as Chevron, PMI, SBC, BioRad,
Central Garden & Pet, Berlex BioSciences, Irwin
Home Equity Corporation, and John Muir/Mt.
Diablo Health System. A number of small and
medium-sized companies (SME's), and
technology companies also have corporate offices
here in Contra Costa. Even though Contra Costa
County is above the national average with its
impressive array of large companies, the number
of corporate and regional offices is below the
average for counties of comparable size.

DIVERSE LARGE EMPLOYERS

Large corporations help underpin a local
economy. A broad base of companies in a
variety of industries helps to moderate the ups
and downs of an economy that is concentrated
in a few industry sectors.

How ARE WE DOING?

Contra Costa enjoys a diverse base of large
employers in a wide variety of industries. Many
of these large employers tend to locate in close
proximity to professional service providers,
financial services, and public transportation.
While the County's major corporations represent
less than 1% of the total businesses, they
account for approximately 25% of the total
wages paid.

COMPETITIVE WAGE LEVELS

To remain competitive in a global economy,
corporations must attract a labor force that is
productive and affordable.

How ARE WE DOING?

Contra Costa County has the third highest
average wage level ($98,541) for corporate
headquarters in the Bay Area behind Santa
Clara ($112,688) and San Francisco ($111,503).
Wage levels are competitive with comparable
sized counties and in line with the cost of living
for the area. Unless productivity gains are
higher, the cost of labor, office space, regulatory
compliance, taxes, and other business costs
make it difficult for companies seeking a low
cost environment to locate in the County.

CORPORATE LOCATIONS

Large corporations tend to group near similar
types of companies or specialized services.
Work is often outsourced to small companies
that provide specialized services to the larger
companies. Locating in an existing or developing
industry cluster often involves lower total systems
cost and greatly improves the capacity for
innovation and competition.

How ARE WE DOING?

The County's major employers are primarily
located in Central County with a large number
in West County. Major manufacturing facilities
and refineries are located along the County's
waterfront in West, Central, and East County.
Banking and Financial Services are primarily
located in Central and South County.
Telecommunications and technology companies
are located in South County.
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ECONOMY > RETAIL TRADE

The retail sector is strongly influenced by demographics, income levels, spending patterns, and
competition. Aging baby boomers and empty nesters seek out active downtowns with restaurants,
theatres, and art galleries. Young professionals are attracted to 24/7 downtowns with entertainment
and nightlife, while married Gen Xers with growing families exhibit more traditional spending patterns.
The large number of Generation Y teens will influence the retail sector as a result of their disposable
incomes and willingness to purchase online.

RETAIL SALES TRENDS

Retail sales are an indicator of personal pros-
perity and regional economic health. Tax
revenues generated from retail sales also
provide an important source of financing for
local governments.

How ARE WE DOING?

Contra Costa ranks 12th out of California's 58
counties in terms of per capita retail sales. Over
the past ten years retail sales per capital grew
by almost 42% from $6,426 to $9,304. Retail
sales have increased in part due to the County's
growing population and the increase in personal
income. While gross retail sales have steadily
increased during the past decade, the rate of
growth has been slower in recent years relative
to the Bay Area average.

RETAIL OUTLET TRENDS

Cities that are market centers offer a greater
diversity of stores with a broader range of
choices and competitive pricing, thereby
attracting consumers from outside the immediate
trade area. Communities with local serving
retail typically have fewer stores.

How ARE WE DOING?

Contra Costa County has fewer retail outlets per
capita than the Bay Area and State averages.
Over the past ten years there has been a steady
decline in the total number of retail outlets per
1,000 population from 14.9in 1995 to 11.7 in
2004. The decline in the number of retail outlets
is a reflection of the trend toward larger stores.
The biggest reduction occurred in the number of
specialty, hardware, and second hand
merchandise stores. Some communities are
revitalizing their downtowns by developing a mix
of retail shops, restaurants, and entertainment.

SUB-REGIONAL SALES GROWTH

The relative strength of the sub-regions is a
reflection of the number and type of retail outlets
available within the sub-region.

How ARE WE DOING?

Over the past decade, South County showed the
greatest improvement in retail sales per capita,
which increased 55% due primarily to the location
of several big box retailers which are regional
draws. Central County has a wide variety of retail
outlets ranging from Sun Valley and Broadway
Shopping Centers, big box retail, auto dealers,
restaurants, and specialty retailers. West County
retail sales are supported by Hilltop Mall, auto
dealers, and big box retail. Population growth is
driving retail sales growth in East County.

RETAIL SALES BY CITY

Retail sales growth is influenced by a variety of
factors, including population growth, income
levels, drawing power, and the number and type
of outlets.

How ARE WE DOING?

Several cities generate retail sales significantly
higher than the County average, including
Concord, Walnut Creek, and Pleasant Hill. Most
communities, however, have per capita retail
sales below the countywide average. The
variation in retail sales per capita is related more
to the location of regional or destination shopping
centers, big box retail stores, and auto dealerships.

RETAIL BUSINESS FORMATION

Changes in the retail environment result in new
stores being built, while outdated and less com-
petitive stores are closed. Though a relatively
small component of retail sales, the growth in
online purchases also influences retail stores.

How ARE WE DOING?

Most cities in Contra Costa County had a net loss
in the number of retail stores between 1995 and
2004. East County population growth attracted
new retail stores to Brentwood and Oakley, while
Pittsburg and Antioch had a net loss. Independent
retail stores closed in Concord as the number of
big box retail stores increased resulting in a net
loss of stores. West County also showed a net
loss in retail stores with the exception of Pinole.
South County experienced a slight increase in
the number of retail outlets driven by population
growth and residential development.



County Lagging Bay Area in Sales Per Capita | County Moving Toward Fewer, Larger Stores
RETAIL SALES PER CAPITA, 1995 - 2004 RETAIL OUTLETS PER 1000 POPULATION, 1995 - 2004
$12k 18

=
o

$11k

p)

©“
=
=)
=~
=
~

12C ‘ ‘
-
e

10

|

|
Cont

|

$9k {

|
T
|

$8k

$7k

[oe]

C
$6k

Number of Retail Outlets per 1000

Annual Retail Sales Per Capita

o

4
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Source: California Retail Survey;
2005 Edition

Retail Sal¢
per capitd

Marin S Clayton
County -

South County Lead

In Sales Growth

Per Capita _
Retail Sal
per capitd

RETAIL SALES T
\ PER CAPITA I
San . \ BY SUB-REGION 1995 2004

e  San Ramon 2004 vs. 1995 Contra Costa
\ 7 SOURCE: California Retail Sales, 2005 County

AFew Cities Have Higii*Sales Per Capita Most Cities Lacking New Retail Formation
RETAIL SALES PER CAPITABY COMMUNITY - 2004 NET NEW RETAIL OUTLETS, 1995-2004

S$6

$7.81! Antioch -60
Brentwood
Clayton
Concord
Danville
El Cerrito
Hercules
Lafayette
Martinez
Moraga
Oakley
Orinda
Pinole
Pittsburg
Pleasant Hill
Richmond
San Pablo
SELRREe]g]
Walnut Creek

SOURCE: California Retail Sales, 2005



ECONOMY > COMMERCIAL REAL ESTATE

Space availability and competitive rental rates are important to companies looking to expand or
relocate.
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COMPETITIVE OFFICE LOCATION

Comparison of office market trends can reveal
shifts in competitive market advantages.

How ARE WE DOING?

The dot-com bust and economic slowdown
affected office markets throughout the Bay Area.
Relative to other Bay Area markets, the Contra
Costa office market is very strong with an overall
vacancy rate of about 10%. In general, Contra
Costa remains a competitive location with San
Francisco and Silicon Valley real estate markets,
especially for companies looking for lower rental
rates with access to local labor markets.

GROWING OFFICE MARKET

A growing economy requires sufficient space to
support the needs of growing, relocating, and
expanding firms.

How ARE WE DOING?

Central and South County dominate the local
office market. Downtown Walnut Creek and
Concord along with the Pleasant Hill BART
Station provide the largest amount of office space
in Central County. In South County, Bishop
Ranch Business Park, which is one of the largest
office parks in Northern California, is home to
more than 300 companies in the financial
services, healthcare, communications,
transportation, and computer technology sectors.

EXPANDING INDUSTRIAL MARKET

Industrial real estate includes R&D, warehouse,
and manufacturing facilities. In today’s global
economy, the availability of modern industrial
space at competitive rental rates is important to
companies looking to locate or expand.

How ARE WE DOING?

Contra Cost's industrial real estate market has
remained relatively flat for the past decade.
While vacancy rates have increased since the
dot-com bust, they remain below 10%.

TRANSITIONING TO MODERN
INDUSTRIAL SPACE

The composition of American industry has
changed because of technology, shifting demand
patterns, and international competition. By
redeveloping older underutilized industrial land
with modern industrial parks, communities can
attract a variety of companies that do not need
to relocate their manufacturing activities to lower
cost locations.

How ARE WE DOING?

Historically, Contra Costa has been a center for
large-scale manufacturing facilities from
dynamite, oil refineries, food processing, paper,
steel, and chemical that were located along the
County's waterfront from Richmond to Crockett-
Martinez-Pittsburg and Antioch. Richmond,
which accounts for much of the County's
industrial space, is undergoing a major transition
from its former heavy industries and ship building
to modern business parks accommodating high-
tech manufacturing, biotechnology research
labs, light industrial, and office/flex uses. The
City of Pittsburg has attracted companies such
as Breda, which is manufacturing light rail cars
in a 200,000 sq. ft. facility that could employ up
to 600 people in high paying, high skilled jobs.






