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HIGHLIGHTS
Unemployment
rates
throughout California have
remained steady throughout
the quarter ending at levels
consistent with the previous
quarter.
California’s
leading
index
jumped to be the 10th highest
in the nation indicating that
economic conditions will most
likely improve in the next
quarter.
Increased
retail
sales
nationwide signify growing
consumer faith in the national
economy.
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hroughout California there has been a
perception that Development Impact
Fee (DIF) burdens may be discouraging
economic development efforts when trying
to attract companies that could bring highpaying employment opportunities or strong
economic benefits for the area, such as
attracting supporting industries and strong
growth in the regional tax bases. DIFs are
important as they allow public agencies to
implement a funding plan to build required
and critical infrastructure or facilities needed
to serve new development that can generate
development value, economic development,
and quality of life benefits. DIFs are a way to
reimburse private parties that stepped
forward to over size required infrastructure
such that it will benefit other, future
projects. DIFs are also one of many
elements of development costs that can
influence development feasibility and
potentially the pace of new development.

To encourage facilitating new development,
public agencies may consider DIF program
incentives intended to reduce the overall
infrastructure cost burden for projects that
meet certain targeted economic development
efforts. Such targets could be defined projects
providing new job development, high-wage
job development, magnet industries that
encourage co-location of complementary
developments, high value development, or
other targets unique to a jurisdiction.

projects that clearly define economic
development goals.


Funding Gaps. Certain economic incentive
programs result in collecting less impact
fee revenues than needed to fund fee
program capital improvements. Alternative
sources of funding then must be identified
to resolve funding gaps generated—these
costs cannot be borne by later development
or other land use categories not included
in the economic incentive program.
Economic incentive program parameters
therefore should give consideration to the
amount of funding gap created.



Backfill Funding Sources. Relatedly,
backfill funding source availability varies
somewhat by infrastructure or public facility
category. Alternative funding sources for
infrastructure (EIFDs, CFDs, other revenue
sources) resulting from development types
receiving impact fee reductions or waivers
can be utilized to effectively backfill DIF
reductions and/or waivers.



Effectiveness of Burden Reduction.
Relative to the funding gap created, staff
and policymakers should consider how
effective the economic incentive program
is in terms of reducing costs on
development and catalyzing the desired
types of development. Incentives that shift
costs from the fee program to the
developer via development exactions or
other measures may not be effective.
Similarly, if the incentive delays critical
infrastructure
without
which
new
development is prohibited, the incentive
program will not generate the desired
catalytic effect. Furthermore, impact fees
are not always the key driver of feasibility
challenges—often there are other issues at
play (development costs, other entitlement
challenges) that impede new development.



Strategic Phasing of Infrastructure.
Strategic phasing of infrastructure and
facilities included in the impact fee program
can help avoid excessive “fronting” of
costs by the jurisdiction or early-phase
developers in areas of future growth.

Recent work with the Greater Sacramento
Economic Council and other jurisdictions in
the Sacramento region has encouraged
exploration of some possible solutions for
reducing DIFs or augmenting funding for
infrastructure and facilities included in DIF
programs, which are discussed below:


Incentive Targets. Incentive programs
can be targeted at specific land use
categories, geographic areas, or both. At
the outset of establishing economic
incentive policies, staff and policymakers
must determine the type or location of
development they wish to catalyze. Such
targeted uses should be exemplary

For more information:
Megan Quinn is a senior technical associate at Economic & Planning Systems with 13 years’ experience with development impact
fees. For more information on the above article, please contact Megan at mquinn@epssac.com

Q2 2019
Annual Nonfarm Job Growth Rate By State

Highlights
 California remains in the upper-

middle
tier,
showing
an
increase of Nonfarm payroll
jobs by 1.7 percent in the
12 months ending June 2019,
ranking 17th among all states.
 The

west
coast
region
continues to have the highest
concentration of upper tier
states with the exception of
California and Oregon.

 Nevada

continues to be the
state with the highest job
growth rate at 3.2 percent,
consistent with last quarter.

 Job growth rates in 38 states

either remained consistent with
or realized an increase from the
previous quarter. Twelve states
experienced increased job growth
from last quarter.

State Annual Nonfarm Job Growth Rate

Highlights
 California’s annual job growth

remained consistent with the last
quarter, ending the quarter just
above the national average.
 Job growth rates for the United

States
continued
a
slight
downward trajectory throughout
the quarter.
 Nevada

experienced a sharp
decrease in job growth rates
after a spike in April.

 Arizona,

Washington, Texas,
and Oregon remained steady
throughout the quarter, ending
at a job growth level consistent
with the previous quarter.

Q2 2019
California Annual Industry Segment Job Growth Rate

Highlights
 Job growth in California’s Service-

Providing sectors, comprising
87 percent of Nonfarm jobs,
remained relatively steady in
terms of job growth ending
slightly above the previous
quarter.
 With a slight upward trend seen

in the past few months, GoodsProducing
sectors recovered
from a temporary downturn
seen early in the year ending
above the other two sectors.
 Job

growth in Government
sectors
remained
steady
throughout the quarter ending
at levels slightly higher than
the
previous
quarter,
but
remaining below the other
sectors.

California & United States Annual Major Sector Job Growth Rate

Highlights
 California’s annual job growth

rate outpaced the nation in six of
the 11 major sectors and in total
Nonfarm job growth. Positive
job growth was experienced in
all sectors except Financial
Activities.
 The

most robust state job
growth
rates
occurred
in
Construction, Educational and
Health Services, and Professional
and Business Services.

 While

the Information sector
experienced negative job growth
rates
nationwide,
California
experienced strong growth in
the Information sector.

Q2 2019
California Absolute Annual Job Gains and Losses

Highlights
 Just over 294,000 Nonfarm jobs

were added in California in the
12 months prior to June 2019.
 California’s absolute job gains

were strongest in Educational
and Health Services, led by
growth
in
employment
in
elementary
and
secondary
schools and social assistance
occupations.
 The Financial Activities sectors

lost over 3,000 jobs in the
12 months prior to June 2019,
due primarily to a sizable
decrease in employment in credit
intermediation occupations.

State Annual Average Unemployment Rate

Highlights
 California’s

annual
average
unemployment rate remained
consistent with last quarter at 4.2
percent, remaining in the lowertier.

 All

but
two
states
have
experienced unemployment at or
below 5 percent, putting nearly
all states at full employment
levels. The highest number of
states at full employment seen in
the past three years.

 Just

over
23
percent
of
unemployed Californians have
been out of work for more than
27 weeks, a figure that remains
slightly higher than the national
average of 21 percent.

 California’s “real” unemployment,

accounting for underemployed
and marginally attached workers,
was 9 percent, also higher than
the national average of 8 percent.

Q2 2019
Annual Nonfarm Job Growth Rate for Metropolitan and
Non-Metropolitan Areas

Highlights
 Job

growth
rates
in
the
Sacramento
metro
fell
by
approximately
1
percent,
dropping the metro to the lower
middle tier.

 Job growth rates in the San Jose

metros continued to fall following
the trend seen in the past two
quarters, dropping to the upper
middle tier.
 The San Francisco metro rose to

the upper tier. The metro
accounts for 19 percent of the
state’s absolute job growth
alone and 46 percent when
combined with the Los Angeles
metro, greater than levels seen
in the prior quarter.

California Large MSA Annual Nonfarm Job Growth Rate

Highlights
 The Los Angeles metro continues

to experience the lowest job
growth rates among the major
metros, despite a significant rise
experienced in Q4.
 Job growth rates in the San

Francisco metro remained stable
ending with the highest job
growth rate among the major
metros.
 San Jose job growth rates fell,

reversing the trend seen in the
past two quarters.
 Job

growth
rates
in
the
Sacramento metro plummeted
throughout the quarter ending
below the statewide average.

Q2 2019
Annual Average Unemployment Rate for Metropolitan and
Non-Metropolitan Areas

Highlights
 34 markets had unemployment

rates at or below 6 percent,
placing significantly more than
half of all California markets
near full employment levels,
consistent with the previous
quarter.
 San

Francisco and San Jose
markets continue to experience
low unemployment rates and
most of the Bay Area metros and
counties remain in the upper tier
consistent with previous quarters.

 Unemployment

rates
have
remained steady throughout the
quarter with all markets ending
within 0.2 percent of levels seen
in the previous quarter.

State Leading Index 2018

Highlights
 The State Leading Index indicator

predicts the six-month growth
rate of the Coincident Index for
each state, combining several
indicators of current conditions.
 California’s leading index rose to

the upper tier, leaping to be
ranked 10th in June 2019.
Economic conditions will most
likely improve in the next quarter.

Economic trends to follow:
 Recent

surges in personal
consumption spending of 2.8
percent is the greatest seen
since 2017.

 Similarly, retail sales increased

each month in Q2 2019,
indicating increasing consumer
faith in the national economy.
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