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CLUSTERING ANALYSIS

Spatial agglomeration refers to the clustering of firms within

a particular location. Firms locate nearby one another - for
example car dealerships, jewelry or fashion districts, or
furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed
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by Taiwan and Switzerland. When measure in terms of the
number of employees, firms from Sweden, China, and Switzerland
show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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Of the top 10 firms by employment in 2016, only Switzerland
and the Netherlands declined in employment. Collectively, this
demonstrates the strong and growing contribution of foreign-
owned firms to the region.

CLUSTERING ANALYSIS

Spatial agglomeration refers to the clustering of firms within

a particular location. Firms locate nearby one another - for
example car dealerships, jewelry or fashion districts, or
furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

by Taiwan and Switzerland. When measure in terms of the
number of employees, firms from Sweden, China, and Switzerland
show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.

9102 LNJIWLSIANI 1234Ia N9IFHOL



FOREIGN DIRECT INVESTMENT 2016

EXECUTIVE SUMMARY

INTRODUCTION

BACKGROUND

EXECUTIVE SUMMARY

Globalization and trade have recently reemerged as hot political topics in the US. Nonetheless,
international trade and inbound foreign direct investment remain critical to the Southern California
region.

In June 2016, the World Trade Center Los Angeles (WTCLA) and the Los Angeles Economic
Development Corporation (LAEDC) released a study on the economic impact of foreign direct
investment (FDI) on Southern California, focusing on the number of foreign-owned enterprises
(FOEs) in the six counties that make-up Southern California (Los Angeles, San Diego, Orange,
Ventura, San Bernardino, and Riverside).

This report builds upon an LAEDC analysis of foreign direct investment in Southern California
released in 2016 by:

*  Updating the contribution of foreign-owned enterprises to the region in terms of Jobs, Firms,
and Wages.

*  Analyzing changes over time, especially year-on-year changes between 2015 and 2016.
*  Examining clustering by foreign-owned enterprises with respect to source nation and industry.

*  Gaining insights into the perspective of foreign-owned enterprises through a survey.
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sourc£m5f%§rt updates the 2015 report FDI-related statistics
in terms of number of firms, jobs, and wages. Dun &
Bradstreet firm-level data retrieved in March 2017 is
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140,582 jobs - and total estimate wages - $9.7 billion.

CHANGES-BVERTIME

ultimate ownership of firms above a ten percent threshold,
Betwesd 20005 and ROV ehiadicatien efhfetietg thewridd s the
enterpersds of Sonengen Qatiéquiritinorenige ey, withsutent,
jobs incseasingthe 7685t et iagrangegenurbaushjdhe s
firm inokasigghgeseribed in this r

Of the top 10 firms by employment in 2016, only Switzerland
and the Netherlands declined in employment. Collectively, this
demonstrates the strong and growing contribution of foreign-
owned firms to the region.

CLUSTERING ANALYSIS

Spatial agglomeration refers to the clustering of firms within

a particular location. Firms locate nearby one another - for
example car dealerships, jewelry or fashion districts, or
furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

by Taiwan and Switzerland. When measure in terms of the
number of employees, firms from Sweden, China, and Switzerland
show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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SURVEY ANALYSIS

INTRODUCTIO

majorlty of respon Nents were positive about thelr business

BACKGREUND =

2017 survey,

ithin Southern
California as “Good” or “Satisfactory”, while only 4% stated their
experiences were “Poor” or “Unsatisfactory”.

In the 2009 report, greatest concern among respondents was
the negative economic climate at the time. However, other
areas of concern included housing affordability, public safety/
crime, commercial and industrial prices and availability, energy
supply and prices, labor costs, obtaining skilled employees,
K-12 education quality, business taxes, and regulatory
environment/permit procedures. The 2017 survey found that
the most pressing risk factors in general for respondents were
customer satisfaction/retention, labor and HR issues, political
and regulatory uncertainty, currency volatility, and tougher
competition. Specific to business within Southern California,
respondents reported concern over trade and investment
restrictions, delays for business visas for overseas visas, taxes,
labor costs, and housing affordability.

Similar to the 2009 survey, when considering future investments,
expansions of current facilities and growth into new facilities
are the most popular. A larger proportion of respondents in
2017 appear to be considering relocation. In terms of potential
for new investment, of those responding, most are considering
Los Angeles County, followed by San Diego County, and Orange
County. Within other areas of California, the Bay Area is the most
popular response. Outside of California, investment potential is
spread across the US, with a slight preference for the states of
Texas, New York, Hawaii, Nevada, and Florida. Outside the US,
Asian countries were significantly the most popular potential
market, followed by Canada and Europe.

WTCLA and DHEI were keen to understand which key initiatives
and programs state, regional, and local governments could
implement to better support FOEs in Southern California. The
most popular regional programs were “Economic reports on
local markets”, followed by “Public road network investment”,
“Training and workshops on doing business in Southern
California (export training, etc..)” and “Workforce development
initiatives, such as job-training, layoff support”.

TABLE ES-1 TABLE ES-2
Top 10 Southern California FOEs by Source Nation Southern California FOEs by Destination County
% of All Est. Wages % of All Est. Wages
Rank County Jobs FOEJobs Firms ($millions) Rank County Jobs FOEJobs Firms ($millions)
1 Japan 87,247 19.9% 2,465 85,513 1 Los Angeles 212,512 48.4% 4,682 $13,248
2 United Kingdom 66,366 15.1% 1,089 $3,747 2 Orange 114,001  26.0% 1,998 $7,103
3 Canada 39,798  9.1% 858 $2,655 3 SanDiego 58,076  13.2% 1,619 $3,659
4 France 35,981 8.2% 689 $2,369 4 San Bernardino 21,596 4.9% 726 $1,325
5  Germany 34,141 7.8% 858 $2,047 5  Riverside 16,211 3.7% 561 $1,017
6  Switzerland 24,675 5.6% 387 $1,843 6  Ventura 16,705 3.8% 378 $1,077
7 Sweden 23,177 5.3% 121 $1,021 Total 439,101 100.0% 9,964 $27,428
8 Ireland 20,985 4.8% 203 $1,368 Source: Dun & Bradstreet, CA EDD, DHEI Analysis
9  China 11,221 2.6% 323 $§726
10 Netherlands 11,104 2.5% 216 $727
All Others 84,406 19.2% 2,755 $5,412
Total 439,101 100.0% 9,964 $27,428

Source: Dun & Bradstreet, CA EDD; LAEDC analysis
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This research project aims to inform policy makers and stakeholders related to foreign-owned
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f these 9,000+ businesses to the
motivations for foreign firms
|ng business here, and which

factors encourage foreign firms to continue a presence the region.

Spatial agglomeration refers to the clustering of firms within

a particular location. Firms locate nearby one another - for
example car dealerships, jewelry or fashion districts, or
furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

by Taiwan and Switzerland. When measure in terms of the
number of employees, firms from Sweden, China, and Switzerland
show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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INTRODUCTION 1.1: BACKGROUND

INTRODUCTION

BACKGROUND

To understand Foreign Direct Investment, scholars often explore the
motivations for, and impacts of, cross-border business investments.
This could include foreign firms investing in the U.S. to gain market
access, benefit from technology spillovers, or recruit high-skilled
U.S. workers. The clustering or agglomeration of industries can also
influence the location choices of businesses. Central to this issue is
a tension between firms wanting to gain as much market coverage
as possible — a Starbucks on every corner - and businesses
locating close to one another - for example jewelry districts or car
dealership clusters - to benefit from lower transaction costs for

customers, and knowledge and technology spillovers between firms.

This analysis can provide insight into the influence of clustering and
agglomeration on investment decisions.

Why are firms choosing Southern California for their business
investments?

Let us take the perspective of a foreign firm that has unique
products or production techniques and has out-grown its domestic
market. Southern California clearly offers a myriad of benefits for
our foreign business seeking to gain a foothold in the lucrative
U.S. market. Our firm has likely already gained some knowledge
of the region by exporting through the largest twin ports in the
U.S. (Fosfuri, Motta, and Ronde, 2001). Proximity to input material
and transportation hubs available in Southern California is also
important in location choices, particularly for those industries
sensitive to transportation costs (see Rosenthal, 2001 and Shaver
and Flyer, 2000).

Foreign investments are often located as close to home as
possible (Halvorsen, 2012). If our firm is from a Pacific Rim nation,
they are more likely to investment in Pacific Rim states such as
California given lower international transport costs, greater cultural
connections and more expats from Pacific Rim countries. Foreign
firms also succeed more in regions where the proportion of foreign
owned businesses are higher and invest a greater amount into
productivity enhancing activities (Girma, et al., 2013). Firms have
been found to locate initially closer to home, and later disperse
throughout the whole country. Behind this dispersion effect are pull
factors that draw foreign-owned firms away from California, such

as tax incentives, labor costs, costs of business, and regulatory
environment.

Southern California is also appealing to our example firm because of
the diverse and high-skilled workforce living in a region with obvious
lifestyle benefits. Firms with more sophisticated technologies in
place benefit from the spillover effects of agglomeration through
improved access to educated workforce and proximity to input
supply chains (Shaver and Flyer, 2000). Workers trained in new
technologies retain their knowledge as they decide to remain in their
current organization or choose to move to a local competitor (Girma,
Gong, Gorg, and Lancheros, 2015). Rosenthal (2001) found that
industries with a high reliance on skilled labor also have a higher
propensity to cluster at all geographic levels. This all suggests

that Southern California is particularly appealing to developed
businesses.

This report is particularly interested in the benefits that foreign
inbound investment can bring to Southern California. Many studies
find positive impacts to host regions in terms of increased wages
(Aitken et al, 1996), employment opportunities and the spillover
effects of local companies learning from foreign producers located
in the region (Gorg and Greenaway, 2004; Girma et al, 2015; Haskel,
Pereira and Slaughter, 2007).

Although the determinants of FDI have been studied extensively

in the academic literature (see Blomstrom, Kokko and

Globerman, 2001 and Neilsen, Asmussen and Weatherall, 2017

for notable literature reviews), there has been limited research

on the macroeconomic impacts of inbound FDI on U.S. regional
economies. Moreover, there have been few studies of the economic
impacts of inbound FDI in the U.S. (Mérette, Papadaki, Hernandez,
& Lan, 2008 is a notable exception), and the authors could find no
examples of analyses examining the economic impacts of inbound
FDI on sub-national regions, such as the South Bay. Industry
agglomeration is most notable at the state level and reduces in
industry concentration at lower levels (Ellison & Glaeser, 1997),
highlighting the scope for contribution to the literature by looking at
the regional level.



EXECUTIVE SUMMARY

INTRODUCTION 1.2: METH (EXE QWDI LEVSUATMARS

CONTRIBUTION OF FOREIGN-OWNED

ENTERPRISES
i

billion in wages. o )
This report explores numerous research questions, including

sapapesery Rsenainteimesteentibyiqida Southern
California, with 2,465 firms paying 87,247 workers a total of $5.5

BilliodV K 4R R EIIRRUCMATIRER IR SaiBRiR CRlteypis?

sourckhisfepart updates the 2015 report FDI-related statistics
in terms of number of firms, jobs, and wages. Dun &
Bradstreet firm-level data retrieved in March 2017 is

CRANGES-ONERTIME

ultimate ownership of firms above a ten percent threshold,
Betwesd 20005 and ROV ehiadicatien efhfetietg thewridd s the
enterpersds of Sonengen Qatiéquiritinorenige ey, withsutent,
jobs incseasingthe 7685t et iagrangegenurbaushjdhe s
firm inokasigghgekeribed in this report are not necessarily
created as a consequence of the inbound FDI, nor would
they necessarily be lost if the FDI was removed.

MINGUEZFULLS .o e

B30

clounting for close to one quarter.

nue to be largest sectors for the
s - 2,351 and 1,695 respectively -

withemanias thdng shodawrsbseeips ihisums ghamplaysrent -
140;58%hisths — and total estimate wages - $9.7 billion.

*  First, a survey of FOEs was administered, asking
questions about motivations for entering and
remaining in the region, plans for investment and
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to the region and other institutions, and which
regional programs would be most beneficial. The
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between inbound FDI and agglomeration effects,
especially with respect to economic sector and

by Taiwan g, w26 A" h I ST R SHIE MBI &faens
number of emploxaeih d TR {EPIORYRAEE, kiR gpdcryitzerland
show the Wﬂfh%%é%‘“—"%vm&"fﬁﬁﬁfé‘tg ﬁ#gqmlﬁlve densities
Statistical ebpleistesh aralflsroiersinn thaelyrReshaishddlatively
high concéiimatiies dite0ps Hevawrhrstfallymaryeitiabagiven
forces anddishanramenthidbaidateitenahecnaamiedniiegtPOEs
in these cifibéshaivel ssigirieally bagherekitiveraeeawdikers, and
higher 3-ydgnsisiethfpabsdatings in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might

have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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EXECUTIVE SUMMARY

CONTRIBUTION OF FOREIGN-OWNED

ENTERPRISES

Thls report explores numerous research questions, |ncIud|ng

ioliS
Sourcgr%{%grt updates the 2015 report FDI- related statistics

As sh'Svrﬁrmsfgﬂlréanrgfaﬁ'mWPm AAES, Wf’%rergn
owneﬁrﬂﬂﬁﬁ?ﬁ‘sfbﬁ'ﬂ’ﬁ'&%b%ﬂ%(ﬁ‘é‘%%ﬁ’é&e'}{'ﬁﬁ 1299

As shmwmuta @Wﬁ&mm&m@rmmaraﬁb@ﬂamahresho|d
PARIHM 201eS S DR alis bRk Wity RFBVFRB B the
Bk BEhsT 8 dodighrbReau Hinior M SRBIRRIO S i it
RASORMEERAS ASANGEHRY A8 EOsTHaBEqHRS S
ﬁﬁgtﬁgﬁﬁﬁgmmmﬂat}ﬁ@nce and Germany complete

the top 5 source nations. Nearly half of these firms and jobs are
Iocated in Los Angeles County, with Orange County accounting

number of ;orergn owned firms - 2,351 and 1,695 respectively -

with manufacturing the largest sector in terms of employment -
$Q9F§@?ﬂﬂi9med’ﬁ§?6t5¢f€§ﬁ ﬁ%i@%ﬂﬁ?mﬁb?f Bmsnvithiswed
B)Pﬁféi@ﬁéfd%aéi?d‘bﬁﬁméég%ﬁi%ﬁw EMW,W@

R sredariarabins. iwalbnan fasien districts, or

furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

ERNG-ANAL

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

o'lsall firms

. (]
A TO !ME County Jobs

County, with Orange County accounting for close to one quarter.

ﬁEnTaABQULDQMIN GMEZ%HSILL&M .

IEntmue to be largest sectors for the
s - 2,351 and 1,695 respectively -
with manu acturlng the largest sector in terms of employment -

BARRESIMERT 1N 2016

TABLE 1
Southern California FOEs by Destination County, 2016
% of All Est. Wages
FOE Jobs Firms ($millions)

Los Angeles 212,512 48.4% 4,682 $13,248

1
orthe ZOO . 0% 03
theQ\leQHerlands decIrMe |n1emp?8yn/i’ent b %ectrvefy”hrs

demonsiaate&gbe strong asgjogewingxentributéag of foksgno
ow‘?ea firms 10 the region.

m
nrn

San Bernardino 21,596 4.9% 726 $1,325

Riverside 16,211 3.7% 561 $1,017
%@ 16705 3.8% 378 §1077
439,101 100.0% 9,964 $27,428

Source; Dun & Bradstreet, CA EDD, DHEI Analysis
by Taiwan and Switzerland. When measure in terms of the

number of employees, firms from Sweden, China, and Switzerland
show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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SOUTHERN CALIFORNIA AND FOREIGN INVESTMENT 2.1: FOREIGN INVESTMENT IN 2016

TABLE 2
Southern California FOEs by Source Nation, 2016

% of All Est. Wages  Employment  Ave Wage

I NTRODWTI ONource Nation Jobs FOE Jobs Firms ($millions) Per Firm Per Emp
1 Japan 87,247 19.9% 2,465 $5,513 354 $63,186
BACKGRQ—U-N-D&S% 15.1% 1,089 $3,747 60.9 $56,459
3 Canada 39,798 9.1% 858 $2,655 46.4 $66,724
4 France 35,981 8.2% 689 $2,369 52.2 $65,834
5 Germany 34,141 7.8% 858 $2,047 39.8 $59,971
6 Switzerland 24,675 5.6% 387 $1,843 63.8 $74,684
7 Sweden 23177 5.3% 121 $1,021 191.5 $44,046
8 Ireland 20,985 4.8% 203 $1,368 103.4 $65,210
9 China 11,221 2.6% 323 $§726 34.7 $64,695
10 Netherlands 11,104 2.5% 216 $§727 51.4 $65,463
11 Taiwan 8,035 1.8% 257 $551 31.3 $68,602
12 Australia 7,569 1.7% 202 $501 37.5 $66,170
13 Republic Of Korea 7,464 1.7% 262 $476 28.5 $63,742
14 Spain 6,764 1.5% 116 $441 58.3 $65,255
15 Mexico 6,673 1.5% 254 $405 26.3 $60,623
16 Luxembourg 4,734 1.1% 332 $230 14.3 $48,632
17 Israel 4,495 1.0% 53 $311 84.8 $69,288
18 India 3,535 0.8% 108 $237 32.7 $66,928
19 Singapore 3,314 0.8% 7 $227 46.7 $68,502
20 Kazakhstan 3,298 0.8% 7 $262 4711 $79,303
21 Italy 3,096 0.7% 152 $153 20.4 $49,430
22 Belgium 2,834 0.6% 72 $184 39.4 $64,860
23 Cayman Islands 2,745 0.6% 33 $184 83.2 $66,983
24 Hong Kong 2,286 0.5% 94 $152 24.3 $66,364
25 Rest of World 17,564 4.0% 742 $1,099 23.7 $62,562
Total 439,101 100.0% 9,964 $27,428 441 $62,465

Source: Dun & Bradstreet, CA EDD, DHEI Analysis
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EXECUTIVE SUMMARY

CONTRIBUTION OF FOREIGN-OWNED

ENTERPRISES

This report explores numerous research questions, |ncIud|ng
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ana an?mI%%I crease‘a emp oyment by the largest amount,
13,568 (+34%), followed by Sweden, 12,915 (+56%), and the
United Kingdom, 11,456 (+17%).

County, with Orange County accounting for close to one quarter.

IEntmue to be largest sectors for the
s - 2,351 and 1,695 respectively -

with manu acturlng the largest sector in terms of employment -

ﬁEnTaABQULDQMIN GMEZ%HSILL&M .

EIGNTNVESTMENT

the Netherlands declined in employment Collectively, this
8??%%’?9‘53‘ s.‘r“essémg%aﬂ)y%é’m'nﬁz%%”é’t?n‘\?"s'tv?tfzfe?[S}\%’P

(Ptehe Netfw Iangls (?ecﬁ:ted in employment. Collectively, this
ﬁuﬂmgmtbssmr@ﬂgw gunringgentimberiien odfdesigrest
swuee fivahions tBetwgryn2007 and 2015 for Los Angeles County,
there were significant increases in the number of employees,
with total employees of foreign-owned firms increasing by

ver, there intervening years does appear to have
gwﬁiﬁﬂlﬂﬁhMA L Eof consolidation as the number of firms decreased
rms ce nations and by 254 in total.

increased for firms from all three countries. In fact, of the
Spatial agglomeration refers to the clustering of firms within

a particular location. Firms locate nearby one another - for
example car dealerships, jewelry or fashion districts, or
furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

by Taiwan and Switzerland. When measure in terms of the
number of employees, firms from Sweden, China, and Switzerland
show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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SOUTHERN CALIFORNIA AND FOREIGN INVESTMENT 2.2: CHANGES IN FOREIGN INVESTMENT 2015-2016

TABLE 3
Change in FOEs by Source Nation, Between 2015-2016

Change in % of Change in Jobs

INTRODUCT'waﬁon Change in Jobs All FOE Jobs Ch;l:ges in per Firm
Jap +7,826 -1.83% +25 +2.9
Canada +13,568 +1.86% +115 +11.1
France +3,423 -0.71% 183 -1.5
Germany +1,547 -1.12% +33 +0.3
Switzerland -403 -1.18% +17 -4.0
Sweden +12,915 +2.48% -8 +111.9
Ireland +643 -0.82% +50 -29.6
China +4,771 +0.76% 17 +16.3
Netherlands -3,008 -1.37% +19 -732.6
Taiwan +788 0.17% +35 -1.3
Australia -83 -0.38% +11 2.6
Republic Of Korea -100 -0.40% +29 -4.0
Spain +2,588 +0.44% +24 +12.9
Mexico +1,286 +0.02% +27 +2.6
Luxembourg -136 -0.22% +20 -1.3
Israel +221 -0.18% +8 -10.2
India +653 +0.01% +22 -0.8
Singapore +1,323 +0.25% +30 -1.9
Kazakhstan N/A N/A N/A N/A
Italy +389 +0.01% +2 +2.4
Belgium +296 -0.05% +20 9.4
Cayman Islands N/A N/A N/A N/A
Hong Kong +116 -0.08% +12 2.2
Rest of World +9,580 +1.80% +390 +1.0
Total +72,686 +859 +3.9

Source: Dun & Bradstreet, CA EDD, LAEDC Analysis, DHEI Analysis
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supply chains, and to be in ethnically familiar neighborhoods. )
e ) S ) forces and lower unemployment rates. At the same time, FOEs
For Southern California, spatial agglomeration is higher when it . I L .
in these cities have statistically higher sales, more workers, and

is based on industrial sector than when it is based on country . ) .
- . . ) higher 3-year growth percentage in sales volume than FOEs in
of origin. This suggests that firms might be more likely to locate o : - .
cities with lower concentration. The statistical analysis also

close to another firm in the same sector than to another firm . . )
- suggests that spatial agglomeration based on sector might
from the same country of origin. . )
have larger impacts on economic development and growth than

7 Sweden +2 +12,915 6% 8 7%
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For industries with a large number of firms, Financial Services spatial agglomeration based on country of origin. These findings
and Professional and Business Services are the industries suggest that Southern California might have more to offer to
with the highest level of spatial agglomeration. When spatial prospective FOEs than has been previously identified in the

agglomeration is measured with respect to the number of firms, academic literature.
Korea shows the highest levels in Southern California, followed
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SOUTHERN CALIFORNIA AND FOREIGN INVESTMENT 2.2: CHANGES IN FOREIGN INVESTMENT 2015-2016

TABLE 5
Change in Firms, Jobs, and Wages by Sector, 2015-2016
2016 Change (2015-2016)
TRODUCTION
N Sector Jobs Firms f;;l‘l'{;?‘es; z Jobs Firms
:véqﬁ {{ﬂ :IQ] ! I “ I ; 0 48 $182.6 +433 +7
Construction 5,047 146 $295.1 -527 +22
Manufacturing 140,582 1,481 $9,714.2 +23,861 +165
Wholesale Trade 56,842 1,695 $40457 4820 +146
Retail Trade 40,253 2,351 $1,229.7 +4,113 +238
E;?I?t?gsrtation, Warehousing and 22,749 430 $12343 42,001 +29
Information 19,907 523 $1,158.3 +2,163 +14
Financial Activities 43,496 1,168 $3,767.5 +5,219 +19
Professional and Business Services 78,373 1,232 $4,551.0 +27,151 +165
Education and Health Care 5,992 239 $354.4 -701 +14
Leisure and Hospitality 15,339 309 $473.4 -2,027 -15
Other Services 6,361 177 $283.8 +2,414 +12
Public Administration 1,900 106 $138.1 +357 +43
Total 439,101 9,964 $27,428.3 +72,686 +859
Source: Dun & Bradstreet, CA EDD, LAEDC Analysis, DHEI Analysis
TABLE 6
Change in Jobs and Firms by County, 2015-2016
County Jobs % of all FOE Jobs Firms
Los Angeles +35,085 -0.03% +315
Orange 429,859 3.00% +186
San Diego +3,333 1.71% +188
San Bernardino +1,073 -0.68% +72
Riverside +213 -0.67% +59
Ventura +3,123 0.10% +39
Total 72,686 0.00% 859

Source: Dun & Bradstreet, CA EDD, LAEDC Analysis, DHEI Analysis
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County, with Orange County accounting for close to one quarter.
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billion in wages.

This report explores numerous research questions, including

AABRNBFEE RS IR ERFilABe hERALIBYENdA Southern
California, with 2,465 firms paying 87,247 workers a total of $5.5
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enterpeids of SoleNgen Bde O Cao e
jobs mcmmgihprmmmumrawmmmbewhjdhe jadrs
firm inockasiggbyesoribed in this r

7I"N slchlN-P[ IEntmue to be largest sectors for the
forai s - 2,351 and 1,695 respectively -

with manufacturing the largest sector in terms of employment -
140,582 jobs - and total estimate wages - $9.7 billion.

ION

Of the top 10 firms by employment in 2016, only Switzerland
and the Netherlands declined in employment. Collectively, this
demonstrates the strong and growing contribution of foreign-
owned firms to the region.

CLUSTERING ANALYSIS

Spatial agglomeration refers to the clustering of firms within

a particular location. Firms locate nearby one another - for
example car dealerships, jewelry or fashion districts, or
furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

by Taiwan and Switzerland. When measure in terms of the
number of employees, firms from Sweden, China, and Switzerland
show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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FDI DESTINATION COUNTIES

\ JUCTION

B. “GR

iy

IF

THERN

FOREIGN-OWNED ENTERPRISES (FOEs)

FOE JOBS

439,101

FOE FIRMS

9’964

ORNIA

ESTIMATED WAGES

$27.4B

FOEs BY SOURCE NATION FOEs BY INDUSTRY SECTOR
. % of All . Est. Wages . Est. Wages
Rank Source Nation Jobs FOE Jobs Firms ($millions) Sector Jobs Firms ($millions)
1 Japan 87,247 19.9% 2,46 $5,512.8 Natural Resources 2,260 48 $182.6
2 UnitedKingdom 66,366 15.1% 1089 $3747.0 Construction 5047 146 $295.1
Manufacturing 140,582 1,481 $9,714.2
3 Canada 39,798 9.1% 858 $2,655.5
Wholesale Trade 56,842 1,695 $4,045.7
2% .
4 [France 35,981 8.2 689 52,3688 Retail Trade 40253 2351 $1,229.7
5 Germany 34141 7.8% 858 $2,047.5 Transp, Warehousing, Utilities 22,749 489 $1,234.3
6  Switzerland 24,675 5.6% 387 $1,842.8 Information 19,907 523 $1,158.3
7 Sweden 23177 5.3% 121 $1,020.8 Financial Activities 43,496 1,168 $3,767.5
i i 78,37 .
8 Ireland 20985 4.8% 203 §1368.4 Prof / Business Services 8,373 1,232 $4,551.0
Education / Health Care 5,992 239 $354.4
9 China 11,221 2.6% 323 §725.9
Leisure / Hospitality 15,339 309 $473.4
10 Netherlands 11,104 2.5% 216 $726.9 Other Services 6361 177 $283.8
All Others 84,406 19.2% 2,755 $5,411.8 Public Administration 1,900 106 $138.1
Total 439,101 100.0% 9,964 $27,428.3 Total 439,101 9,964 $27,428.3
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agglomeration is measured with respect to the number of firms, academic literature.
Korea shows the highest levels in Southern California, followed
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FOREIGN DIRECT INVESTMENT 2016

FDI DESTINATION COUNTIES

BA. \98

FOREIGN-OWNED ENTERPRISES (FOEs)

FOE JOBS

114,001

FOE FIRMS

1,998

RANGE
OUNTY

ESTIMATED WAGES

S71B

FOEs BY SOURCE NATION FOEs BY INDUSTRY SECTOR
. % of All . Est. Wages . Est. Wages
Rank Source Nation Jobs FOE Jobs Firms ($millions) Sector Jobs Firms ($millions)

1 United Kingdom 23,748 20.8% 202 $1,181.2 Natural Resources 92 6 $5.4

2 Japan 22,806 20.0% 545 $1,449.7 Construction 1.050 28 3614
Manufacturing 18,373 376 $1,307.7

3 Canada 12,643 11.1% 166 $837.3
Wholesale Trade 45,263 387 $3,127.7

2% .

4 [France 8,257 72 134 $557.2 Retail Trade 9,976 445 $304.8

5  Germany 7,943 7.0% 181 $495.3 Transp, Warehousing, Utilities 908 41 $41.2

6 lIreland 7,329 6.4% 54 $510.9 Information 3,068 72 $178.5

7 China 5959 5.29% 51 $409.1 Financial Activities 5,048 221 $422.0

8 Switzerland 3172 2.8% %0 $2192 Prof / Business Services 25,389 286 $1,430.3
Education / Health Care 2,054 42 $78.9

9 Taiwan 2,858 2.5% 70 $199.8
Leisure / Hospitality 1,346 46 $§71.6

10 Israel 2,592 2.3% 13 $178.3 Other Services 764 34 $46.0

All Other 16,694 14.6% 492 $1,065.1 Public Administration 670 14 $27.7
Total 114,001 100.0% 1,998 $7,103.2 Total 114,001 1,998 $7,103.2
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Source: Dun & Bradstreet, CA EDD, DHEI Analysis

Source: Dun & Bradstreet, CA EDD, LAEDC Analysis, DHEI Analysis



cVECUTIVE SUMMARY

FDI DEBXECATIVE SOVINTARS

~ NTRSANIDNEGOFOREIGN-OWNED

EN e

alre re!ntl

billion in wages

F émmmmnimm erES)I 40,582 jobs - and total estimate wages - $9.7 billion.

California, with 2,465 firms paying 87,247 workers a total of $5.5

blllloPglrﬁﬁé @59@%%3@%1 &hm%smbrgﬁa@{qg'tsﬂ
rt updates the related statistics
FOE JOB®"" bt éjg%rmgges Dun &

in terms of number of firms,

County, with Orange County accounting for close to one quarter.

o AB%E% INGUELRILLS oo e
ME 7I4N SHT(IN-P[ IEntmue to be largest sectors for the
forai s - 2,351 and 1,695 respectively -

with manufacturing the largest sector in terms of employment -

ESTIMATED WAGES

58076775, BB 33.TB

ultimate ownership of firms above a ten percent threshold,
Betwesd 20005 and ROV ehiadicatien efhfetietg thewridd s the
FOEs BYeSQLHREE MPddithben Qaticquiritiooreaiare enf@de; intatttant,
jobs mcmmgﬂmﬁmmmumrawmmmbewhjdhe jodrs

Of the top 10 firms by employment in 2016, only Switzerland
andROESdNYeNBAISTEB EEGEGR oyment. Collectively, this

demonstrates the strong and growing contribution of foreign-

Rank  SBuredanripaogildiibed |ntF‘r|9rA Firms fss;‘imzﬁes owngetfeims to the region. Jobs Firms I(Esslt't;i‘lrlliziesj
1 Japan 11,848 20.4% 407 $783.0 Natural Resources 389 4 $28.4
ruetion 1,201 18 $32.8

Ysrlsmg 5,129 223 $365.1

Wholesale Trade 24,892 284 $1,720.0

4 Canada 4,576 7.9% 160 $311.5

5  lrelpadticular locatioh4®rms locatéearby one3&nother - §283.4
Fexna::rgple car dea_le%qgs, Jewelrz.gg/o tgshloq dlgstn.cts, or

6 $264.4

7  Statesshaters and wodkers fromSaunilar firms, éieing closé423.4
—smly_cmﬁﬁmmn_f_‘l—_ﬁlywmmlﬁms_
8 ngoreélanijﬁern Cahfgr%?g spatial %qcﬂomeratlon?s higher %en it
9  sigdgased on industnigbgector thanemwhen it is baged on cogsiry

10 SpAlRe to another ﬁrﬁ% the sam&&Bctor than 3 another fifih3

Afremdhe same coupsguof origing 2% 394 $595.6

by TRpkedlTeatte Switzerland. When méaddre in tedh of the $222.2
nuMAgh Y, ABRIRIRSSg (iésom Swegben, Chinagand Switzegtangd

nformatfon 1, © 59 $65.7
Statmmj@%ﬁm&n anaIyS|s revea&;hat cmewglth relat%gblg 7
hig 3 3 3

tlﬁswulﬂed h@vﬁfsfhlﬂstlcally hlgh@BéaIes mo4§ workers, 3913

h|gQeg,;i,y@pggggwghtpercentage in sgb%s volume4tj1an FOEs 50 5

citi
Other $23.3

havé’!@l‘b‘eﬁmtﬁhﬁfgtm economic de@@!bpment ahtl growth théh0

rvjces ) 31 29

tFoy industries wiﬂggdagge number f firms, lii'g@gcial Sq;y'im1
and Professional and Business Services are the industries

with the highest level gbspatiplingdenaratipsAWDBrOsmAablysis
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

spatjg| agglomeration based on coyntry:of origin; These findings 5
suggest that Southern California might have more to offer to

prospectiveduddss bhariBadseeatpoavEnDslyAEROWhat it DEIEI Analysis
academic literature.
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FOREIGN DIRECT INVESTMENT 2016

FDI DESTINATION COUNTIES

INT.

BA.

FOE JOBS

21,596

“TION

it

FOREIGN-OWNED ENTERPRISES (FOEs)

BERNARDINO
TY

FOE FIRMS

726

ESTIMATED WAGES

S1.3B

FOEs BY SOURCE NATION FOEs BY INDUSTRY SECTOR
. % of All . Est. Wages . Est. Wages
Rank Source Nation Jobs FOE Jobs Firms ($millions) Sector Jobs Firms ($millions)
1 Japan 2,969 13.7% 133 $172.2 Natural Resources 102 2 $6.5
2 Canada 2,619 12.1% 89 §167.1 Construction 166 / 39.0
Manufacturing 4,194 136 $298.5
3 France 2,363 10.9% 40 $152.4
Wholesale Trade 7,537 142 $520.8
6% .
4 Germany 1,646 76 68 $89.0 Retail Trade 2730 200 $83.4
5 UnitedKingdom 1,148 5.3% 49 $62.1 Transp, Warehousing, Utilities 599 23 $47.4
6  Mexico 1,040 4.8% 35 $62.1 Information 1,082 29 $44.7
7 Sweden 979 4.5% 13 $44.1 Financial Activities 2,167 54 $106.6
8 Switzerland 872 4.0% 28 §50.5 Prof / Business Services 22,626 799 $1,400.5
Education / Health Care 920 18 $51.6
9  Australia 865 4.0% 15 $59.6
Leisure / Hospitality 265 21 $15.4
10 Ireland 740 3.4% 16 $51.5 Other Services 138 15 $6.2
All Others 6,355 29.4% 240 $405.2 Public Administration 666 6 $59.1
Total 21,596 100.0% 726 $1,324.9 Total 43,192 1,452 $2,649.7
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Source: Dun & Bradstreet, CA EDD, DHEI Analysis

Source: Dun & Bradstreet, CA EDD, LAEDC Analysis, DHEI Analysis



FOR

FDI DEBXECATIVE SOVINTARS

EXECUTIVE SUMMARY

NTREIVERSIDEFOREIGN-OWNED

Eiv. %

- ? INGUEZHILLS v

3 h re I] County, with Orange County accounting for close to one quarter.

7I4N ST(IN-PE a TEntinue to be largest sectors for the
ber olfforai d s - 2,351 and 1,695 respectively -

billion in wages.

nti
helre il ns h 2
repor I e i includi with manufacturing the largest sector in terms of employment -
émmmmniﬁ&ec% ES)I 40,582 jobs - and total estimate wages - $9.7 billion.

California, with 2,465 firms paying 87,247 workers a total of $5.5

BilliodV K 4R R EIIRRUCMATIRER IR SaiBRiR CRlteypis?

FOE JOBS)urCUH%{I%g(t updates the 201?935% I-related statistics ESTIMATED WAGES

in terms of number of firms,'j ges. Dun &

]6 dstreet firm-level data refgk ing/larch 2017 is
o g §§ T 1.0B
ifferent categories. radstreet dat snows th

ultimate ownership of firms above a ten percent threshold,

Betwead 2085 aod ROV ehiadicathen effetfetthewrid is the 0Of the top 10 firms by employment in 2016, only Switzerland
FOEs BYeSQIHREE NPd@hoen aratiéquiritinorenspeby@sd’ itasorant,  andROESBNetNBASTERWSEGEGR oyment. Collectively, this
jobs incmﬁgtyﬁmmm;{mfmﬁﬁmmmb@wﬁjghe aﬂls demonstrates the strong and growing contribution of foreIiEgn-w
: ] H H H . st. ages : . st. ages
Rank sﬁmemﬁwsgﬂo#wed n }:Oll:gjﬁbs Firms ($millions) owngekfims to the region. Jobs Firms ($millions)
1 Germany 2,353 14.5% 50 $146.1 Natural Resources 16,218 563 $1,017.0

ryetion 46 5 $2.5
' ing 1,326 82 $94.4

1,

5

Wholesale Trade 7,331 92 $506.6

by TReseTeaste Switzerland. When méd@dre in teffi of the $52.6
Campaidicular locationd$rms locat@hearby one78nother - f#9.7 numhangf araRiRKRsss fumsidiom Swesten, China; and Switzegjangl

Switzerland 1,645 10.1% 19 $113.7

eé%r&ple car dea_ler%es, Jewelrg.gg/o tgshloq sttrl.cts, or

hmmwmmmmmggnmm—
6 SH ] | E $77.7 S nformatfon 2 17 $29.0

Staieustomers and wogiers fromésitmilar firms, feing closeta.o S.tatmgq@ig%am&n analysis reveaill%.gb.at citiesgyith relatiyglyy 5

7
hi
~__supply chains, and 1o be in ethnically famifiar neighborhoods, Pro iness Servi 38 . 2.1
8 IrEaarngouthern CaIifo%qua, spatial a'qcﬁomeration is higher ﬁﬁg'nzit for .. . ) 6
isrbased on industrissector thawhen it is based on country in thekealidag hgaliisGaristically highé7gales, moté workers, $hll
9 Flanogse . . . ) highesidineprgipwifpercentage in sajgg volumejthan FOEs iyg 5
10 Bglgllo another firfi the sam® thctor than to another fifthi® z:} Other Services . C .95 11°°° "7 842
Allomdhe same coupigsof origing.ss, 157 $134.2 have ¥iligehdmisaeiatian economic deVéfpment afd growth tHé
7hej industries with @Jarge numbgr @f firms, Fipancial Seyyieas ¢ spatja].agglomeration based on country, of origin, These findings ,
and Professional and Business Services are the industries suggest that Southern California might have more to offer to

with the highest level gbspatinliagdenaratipoAWbprosiRtiaklysis  prospectiveduddes bharsmadseeatpoavimsslyiepotifiat it DeIEI Analysis
agglomeration is measured with respect to the number of firms, academic literature.
Korea shows the highest levels in Southern California, followed
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FOREIGN DIRECT INVESTMENT 2016

FDI DESTINATION COUNTIES

She TEBUNTY

FOREIGN-OWNED ENTERPRISES (FOEs)

FOE JOBS FOE FIRMS ESTIMATED WAGES

16,705 378 S11B

FOEs BY SOURCE NATION FOEs BY INDUSTRY SECTOR
. % of All . Est. Wages . Est. Wages
Rank Source Nation Jobs FOE Jobs Firms ($millions) Sector Jobs Firms ($millions)

1 France 5,283 31.6% 28 $360.0 Natural Resources 16,705 378 $1,077.0

2 Japan 2,449 14.7% 53 $168.2 Construction 150 4 $13.3
Manufacturing 10,736 62 $741.9

3 United Kingdom 2,440 14.6% 54 $158.0
Wholesale Trade 1,201 65 $85.5

% .

4 Germany 1498 8.9 45 §75.4 Retail Trade 1362 98 $41.6

5 lIreland 1,027 6.1% 21 $69.3 Transp, Warehousing, Utilities 273 1 $16.4

6  Canada 752 4.5% 40 $41.0 Information 191 19 $11.1

7 Sweden 730 4.4% 8 $34.3 Financial Activities 735 52 $61.5

8 Netherlands 587 3.5% 23 $43.7 Prof / Business Services 1,444 41 $80.5
Education / Health Care 134 7 §7.2

9 Republic of Korea 471 2.8% 5 $30.9
Leisure / Hospitality 284 11 §7.8

10 Mexico 81 1.9% 13 521.9 Other Services 164 5 $8.9

All Others 1,162 7.0% 88 $§74.2 Public Administration 31 3 $1.4
Total 16,705 100.0% 378 $1,077.0 Total 33,410 756 $2,154.0
Source: Dun & Bradstreet, CA EDD, DHEI Analysis Source: Dun & Bradstreet, CA EDD, LAEDC Analysis, DHEI Analysis
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FDI DESTINATION COUNTIES: CEXETY TVE BARIBIOARY

EXECUTIVE SUMMARY

CONTRIBUTION OF FOREIGN-OWNED

ENTERPRISES
ﬁEnAEBQULDOMIN GUELFULLS e e

a ‘ m Galifirafregre nti County, with Orange County accounting for close to one quarter.
3 : . ® | VT ] 7I"N slchlN-P[ IEntmueto be largest sectors for the
) 1 forei s - 2,351 and 1,695 respectively -
tIJ_Ir|1|I0n in wagesI
is report exp md w
mﬁynswf&ra'@mrﬁgﬁm ﬁv riif'-lg

with manufacturing the largest sector in terms of employment -
Callfornla with 2,465 firms payln 87,247 workers a total of $5.5

140,582 jobs - and total estimate wages - $9.7 billion.
billion V0K € 4hs
sourcgmﬁf%[ﬁgrt da PA R I N
interms of n j

Bradstreet firm- IeveI data retrieved in March 2017 |s

CHATG SR

ultimate owmkhmﬂiefﬁﬂﬁqbem@mh@@immﬁmhslw source nation
Betwaad 205 adll giffeiteicuaiien JivedaihAnemaratethto the Soudherr top 10 firms by employment in 2016, only Switzerland
enterpeisdt of SoaehdeinRRIREtodicigieBiEhet Mntistrauited firgiihaeeNetherlands declined in employment. Collectively, this
jobs intsmsmgtisEFmeseHeN R RIRGERRMUASSUsIGaIsS EIINty, whEmbARies the strong and growing contribution of foreign-

firm inobasiggbiperetifedwantasd India firms are clustered in Orange GRudtirms to the region.
San Diego is home to more UK, Irish and Dutch firms compared

to the Southern California average, while Mexican and Canadian

CLUSTERINECANREYRIS

firms are disproportionately represented in San Diego County

Spatial agglomer8#6h H@AMDthe clustering of firms within

a particular location. Firms locate nearby one another - for
example car dealerships, jewelry or fashion districts, or
furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

by Taiwan and Switzerland. When measure in terms of the
number of employees, firms from Sweden, China, and Switzerland
show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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FOREIGN DIRECT INVESTMENT 2016

FDI DESTINATION COUNTIES: COUNTY COMPARISONS

TABLE 7
Counties Compared to Southern California Source Nation Rankings, 2015
| NTRﬂb U Cmer:ir; Los Angeles Orange San Diego B er::rl:ﬁn o Riverside Ventura
1 Japa Jap Japan UK Japan Germany France
BﬁeK%Rﬂ-ﬂ:N_D UK Japan Canada Japan Japan
3 Germany Switzerland Ireland Ireland France UK Netherlands
4 France Germany Germany Germany Germany Switzerland UK
5 Canada France France Canada UK Canada Germany
6 Switzerland Canada Canada Netherlands Mexico Sweden Sweden
7 Ireland Netherlands Switzerland France Sweden France Canada
8 Netherlands Ireland Israel Switzerland Switzerland Spain Re?(l:)tr)gz of
9 Sweden Sweden Taiwan Republic of Australia Ireland Belgium
Korea
10 Australia Australia India Sweden Ireland Belgium Mexico

Source: Dun & Bradstreet, LAEDC Analysis, DHEI Analysis. Highlighted boxed represent notable ranking changes compared to the Southern California average.

TABLE 8
Counties Compared to Southern California Source Nation Rankings, 2016
Rank g:ll#:::; Los Angeles Orange San Diego Be r::::" no Riverside Ventura
1 Japan Japan UK Japan Japan Germany France
2 UK UK Japan UK Canada Japan Japan
3 Canada Sweden Canada Germany France UK UK
4 France Canada France Canada Germany Switzerland Germany
5 Germany Germany Germany Ireland UK Canada Ireland
6 Switzerland Switzerland Ireland France Mexico Sweden Canada
7 Sweden France China Switzerland Sweden Spain Sweden
8 Ireland Ireland Switzerland Netherlands Switzerland Ireland Netherlands
9 China Netherlands Taiwan Sweden Australia France Re[})(l;t:'lei;: of
10 Netherlands Australia Israel Spain Ireland Belgium Mexico

Source: Dun & Bradstreet, LAEDC Analysis, DHEI Analysis. Highlighted boxed represent notable ranking changes compared to the Southern California average.
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TABLE9

FDI DESTINATION COUNTIES: CEXETY TVE BARIBIOARY

All Counties Compared to Southern California by Source Nation: Rankings and Shares, 2015

Germany
As shown in Tal

EXECUTIVE SUMMI[\jange,es County

Orange County

23.6% 24.4%

San Diego County

) VN D)

13.2% 12.8%

23.5%

24.9%

20.2%

19.6%

billioninwages.

nt&nue to be1lglr§,fst sectlojr_%or t
s — 2,351 and 1,695 respectively

with mapyfacturing she la

This Sefiaetlenplores numerdus re:  64.2% 742% ing -1 rgest.gector in tggme of empdoyment
.%ﬁpﬁﬁfﬁﬁﬁl’mmvvwm- AN EQ9 inhe — and tntal actimate-waeoce =20 7 hillinn
Califuetdadwith 2,465 firms-payin 872847’M0rker§@&@§}a| of §5.5 38.7% 44.2% 4 24.0% 21.3%
billioeA RS EOH pia?
sourmg‘ft updates the 2015 reg@rd%Dl-relatads&tatisticsN/A N/A N/A 2 23.6% 21.5%
' ,jobs; ages. Dum&
Prathstreet firm-lavel ddta retrievbdit March¥ol% is. VA N/A N/A -1 17.3% 18.5%
‘._A‘r: - 5610% /A N/A N/A N/A N/A
diffatent categores. DUh & Bradsfteet data Gply, shows th 23.0% 24.2% 14.9% 400

Wip af firme ahr\un'a ton Ir_\nrr\cn:ﬂ' +hrn:r\hn|r1'
Betwaed 2025 aot 0N riegiriien affista

is tE}e

enterpersds o Samehgien QatitquikitioorenSereeniedd, nithtbtent,

RVsdercdidigms by eménloyment iy @ftfadBbustytzeriand

and the Netherlands declined in employment. Collectively, this

jobs incmﬁgﬂmﬁmﬁﬁmﬁkﬂwﬂmmmbmghébﬂlRank demoygiiates thyalesg and gaawing conggbytion ofifagrign-
firm ﬁ%%ﬁg&:ﬁésoﬂbeﬂa'ngbis r Share Share Change own@hfirms to ti8hargion. Change Share Share
Japan 0 4.9% 3.5% -1 2.7% 2.2% -1 2.7% 2.7%
2.3% -2 2.9% 2.9%
6% 5.4% -2 4.4% 4.5%
SpatfdRrBgRylomeratior; referd to the clds¥éring of fitd&within - 3 by Tafvdh and Switdérland. Whén mee  8-9% 9.1%
a particular location. Firms Jocate r number of employees, firms from Sweden, China, and Switzerland
Calna a . 10.6% 7.6% 0 ({1% . 11.3% . -2 . 1.9% 1%
example car dealerships, jewelry ¢ show the highest lévels in Southern Califoriia.
furni - for many reasons, i ing beingattractive . £E0 " . ) ) )
tz 'SR AIRARS , y-jeasor .wa‘lﬁcghni:‘?{{?’mn r:V 2 statistié# correlatidit analysistéveals thal¥éfties with NefAtively
. L . Y high concentrations of FGEs have statistically larger labor
supplielehdins, and to be in-athnically fansiliar neighlsesrhocds. -2 g 2% 3% N{A M/X g ) N/A\:
- e Lr L ) L N forces ‘and lower uhemplcyment rates. At the same time, FOEs
FOf SUUUTETIT CANTUTTTEd, SPdUdl dyyliuiieTdUioir 15 THyIreT Wiletr it in the ities hav tatis icaII 5h| he| d
is ba¥etheieitiustrial sect¥tAthan whellitis basedWft country VA - Rz’g ﬁ{?\ Y9 14.1% 12.7%
of origin. This suggests that firms might be more likely to Jocate ieherAueararawih nercentage in sa
sqweden g8_9"/ 6%, 3 ¢ 14.5% 15.6% ation.3The statis¢ieal analysiz.2dso
closé’to another firm in the ‘same sector than to andther firm e RO
frOmAD e Country Of o |g|n . . SUYYESTS Tdt spdtrdl dgg:ulTieTdiuiT Udstu UIT SECLUT TIYIT
Grf" 191 10.0% 6.9% N/A have IBfder impact¥'dn economl{é develophiéht and grdWth than
For industries with a large number of tlrrqs, FlnanCIaIOServ ces

and Igpol'f'ggs%ﬁ@ggnd Business Servicgéié’re the indus/"tries
with the highest level of spatial agglomeration. When spatial . A
agg?Bi‘H?fé‘HBﬁ Peefiiad PG it s Bﬁf'ﬁ"ﬂé'ﬁmmﬂh@ﬂﬁPi‘ﬁg,’ep’eS%'Bé?Jbéﬁﬁf TR@P4HAges shares that are notably higher than the county

Korea Sows [he RighesPavars i Sottherh CATFOHA, Tllowed

4.4

spatial a?glomeratlon based on country of origin. These Tindings

suggest

A% 7% %
that Sout?]é‘rn California might have more to offer to

prospective FOEs than has been previously identified in the
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FDI DESTINATION COUNTIES: COUNTY COMPARISONS
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TABLE 10

All Counties Compared to Southern California by Source Nation: Rankings and Shares, 2016

Los Angeles County Orange County San Diego County
INMR!IM;TIC N Rank Jobs Wages Rank Jobs Wages Rank Jobs Wages
Change Share Share Change Share Share Change Share Share
-1 26.1% 26.3% 0 13.6% 14.2%
UK 0 40.6% 43.3% 1 35.8% 31.5% 0 15.4% 16.6%
Canada -1 44.5% 45.5% 0 31.8% 31.5% -1 11.5% 11.7%
France -3 42.4% 41.8% 0 22.9% 23.5% -2 11.2% 11.2%
Germany 0 46.5% 46.2% 0 23.3% 24.2% 2 14.2% 14.5%
Switzerland 0 63.5% 66.1% -2 12.9% 11.9% -1 13.0% 12.1%
Sweden 4 76.9% 74.1% N/A N/A N/A 2 6.5% 6.6%
Ireland 0 31.8% 32.9% 2 34.9% 37.3% 3 21.0% 17.1%
China N/A N/A N/A 2 53.1% 56.4% N/A N/A N/A
Netherlands 1 49.3% 49.7% N/A N/A N/A 2 25.2% 24.4%
County Average 48.4% 48.3% 26.0% 25.9% 13.2% 13.3%
San Bernardino County Riverside County Ventura County
SoCal Rank Rank Jobs Wages Rank Jobs Wages Rank Jobs Wages
Change Share Share Change Share Share Change Share Share
Japan 0 3.4% 3.1% -1 2.3% 2.3% -1 2.8% 3.1%
UK -3 1.7% 1.7% -1 2.8% 2.7% -1 3.7% 4.2%
Canada 1 6.6% 6.3% 2 3.8% 3.4% -3 1.9% 1.5%
France 1 6.6% 6.4% -5 2.2% 1.9% 3 14.7% 15.2%
Germany 1 4.8% 4.3% 4 6.9% 7.1% 1 4.4% 3.7%
Switzerland -2 3.5% 3.2% 2 6.7% 6.2% N/A N/A N/A
Sweden 0 4.2% 4.3% 1 6.3% 7.6% 0 3.1% 3.4%
Ireland -2 3.5% 3.8% 0 3.9% 3.9% 3 4.9% 5.1%
China N/A N/A N/A N/A N/A N/A N/A N/A N/A
Netherlands N/A N/A N/A N/A N/A N/A 2 5.3% 6.0%
County Average 4.9% 4.8% 3.7% 3.7% 3.8% 3.9%

Source: Dun & Bradstreet, LEADC Analysis, DHEI Analysis. Highlighted boxed represent jobs shares and wages shares that are notably higher than the county

average. For rank change, please refer to Table 8 for current ranking
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ultimate ownership of firms above a ten percent threshold,
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enterpersds of Sonengen Qatiéquiritinorenige ey, withsutent,
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OREIGN-

Spatial agglomeration refers to the clustering of firms within

PIRECTFOECHYPS Firms locate QB EFFRRIG0ther - for
examile car dealerships, jewelry or fashion districts, or

many reason ] ﬂ&ﬂvg attractive
rkers from simAd close to
supply chalns, and to be in ethnically familiar neighborhoods.

UKWMB@WFSECWR"' agglomeration is higher when it

is based on industrial sector than when it is based on country
of oriain. This suaaests that firms miaht be more likelv to locate

Jobs

Prof/Business Services 24,070
Manufacturing 12,996

Transp, Warehousing, Utilities 7928

Retail Trade 6,885
Financial Activities [l 3,658 ,

0 5000 10000 15000 20000 25000 30000

RN ANATYSS

EXECOTIREESUMNIORY

ESTIMATED WAGES

AR

SAPANESE POESBY DESTINATION QOUNT Yo one quarter.

&MMNI ntinuda@bAllargest sectst. Wages

FOEIahs 1 Eqmﬁes&SmWWS)
| lEJ EﬂiosAngew 51.8% 28139
2 Orange 22,806 26.1% 545 $1,449.7
3 SanDiego 11,848 13.6% 407 $783.0
4 San Bernardino 2,969 3.4% 133 $172.2
Ventura 2,449 2.8% 53 $168.2
Riverside 2,018 2.3% 94 $125.8
T Total 87,247 100.0% 2,465 $5,512.8

Of the top 10 firms by employment in 2016, only Switzerland
and the Netherlands declined in employment. Collectively, this
demonstrates the strong and growing contribution of foreign-
owned firms to the region.

by Taiwan and Switzerland. When measure in terms of the

"E'SVWFA'FED'WA@ESWS from Sweden, China, and Switzerland

sh wthe hest Ievels in Southern California.

reveals that cities with relatively
hlg concentratlons of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
I EQESBY DRSTINATION R TYes more wokors, on
higher 3-year growth percentage in galgsayplume thaanEwghes
HhigR Wibdawer concentraljghs TheCRJBBICaF ALY S (@ AAfions)

suggeststhat-spatiataggtomerationbased-onrsectormigit=——
have Iar';j’e?’fﬁﬁ%%sts on ecdfidifric devg?oft{ment 494 grow?ﬂ'ﬂ?ﬂr?’

spatial aggganeration baseq prpcountiy @f originoFhese §ndings

stiggest that Southern-Catiforniamight have-more-to-offerto——
pr&spems than has' Béén prevﬂoﬁﬁ‘fy idenfiffed in thib227

acgdemjgitesature. 2440 37% 54 $158.0
5  Riverside 1,836 2.8% 7 $101.7
6  SanBernardino 1,148 1.7% 49 $62.1

Total 66,366 100.0% 1,089 $3,747.0
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FOREIGN DIRECT INVESTMENT 2016

SOURCE NATIONS

I *I NO. 03
CANADA
hAR&NGNrBMVNED ENTERPRISES (FOES)

SHEROND G

CANADIAN FOE JOBS BY SECTOR CANADIAN FOEs BY DESTINATION COUNTY
% of All Est. Wages
Job Rank County Jobs FOE Jobs Firms ($millions)
obs
1 Los Angeles 17,710 44.5% 330 $1,208.9
Manufacturing )
Financial Activities 2 Orange 12,643 31.8% 166 $837.3
Prof/Business Services N o
Wholoeale Trode 3 SanDiego 4,576 11.5% 160 $311.5
Information [N 2,153 4 SanBernardino 2,619 6.6% 89 $167.1
0 5000 10000 15000 20000 .
5 Riverside 1,498 3.8% 73 $89.7
6  Ventura 752 1.9% 40 $41.0
Total 39,798 100.0% 858 $2,655.5

I I II\I=(|)§;)-\4NCE

FOREIGN-OWNED ENTERPRISES (FOEs)

DIRECT FOE JOBS FOE FIRMS ESTIMATED WAGES
32,558 606 $1,990MM
FRENCH FOE JOBS BY SECTOR FRENCH FOEs BY DESTINATION COUNTY
% of All Est. Wages
Job Rank County Jobs FOE Jobs Firms ($millions)
obs
1 Los Angeles 15255  42.4% 358 $990.0
Manufacturing .
Wholesale Trade 2 Orange 8,257 22.9% 134 $557.2
Prof/Business Services 3 Ventura 5283  147% 28 $360.0
Transp, Warehousing, Utilities - 2,147 '
Leisure and Hospitality [l 1,360 4 SanDiego 4,018 11.2% 96 $264.4
0 20007 10000° 15000 20000 5  SanBemardino 2363  6.6% 40 §152.4
6  Riverside 805 2.2% 33 $44.8
Total 35,981 100.0% 689 $2,368.8
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NO. 05
E— ERMANY

EXECUTIVE SUM

CONTRIBUTTON' OF POREIGN-OWNED-
Emiﬁ r ESTIMATED WAGES

.y 20U M.'N @émé;g;w;mmm::z:e“aszizr

WL N ST T e
FBEobd 1 Fivmsesi$niillidns)

Jobs manuractu g e \
) 14b 58735 obs 9630 total eliAte wagss - $97 illion.”>*>°
Ma;:t:f;ﬂ:geg Paney 2 Orange 7943 233% 181  $4953
Prof/Business Services 3 SanDiego 4833 142% 145  $296.1
Wholesale Trade - 1,866
Education and Health Care Il 1,800 4 Riverside 2353 6.9% 50 $146.1

0 2000 4000 6000 800010000120001400016000

| San Bernardino 1,646 4.8% 68 $89.0
if rads eet at s ow —
uItlmate ownershlp of firms above a ten percent threshold, Total 34,141 100.0% 858  $2,047.5
Betwead 2085 aod ROV ehiadicathen effetfetthewrid is the 0Of the top 10 firms by employment in 2016, only Switzerland
enterpmdtdﬁ gonehgen Qaticquiritinorenipeéey@ld, withsotant,  and the Netherlands declined in employment. Collectively, this

Wmmmumrawmmmbmhjdhe s demonstrates the strong and growing contribution of foreign-
rlbecN owned firms to the region.

EWH(: AlYsis

WNED EN

Spatial agglomeration refers to the clustering of firms within by Taiwan and Switzerland. When measure in terms of the
PIRECYIFOFCHOBS Firms locate RQEDEFRRIS 0ther — for NESTENAEFD WAGERrms from Sweden, China, and Switzerland
exa le car dealerships, jewelry or fashion districts, or show the highest levels in Southern California.

‘_5?5” many reaso nﬁ&z bgmg attractive S 4)84&“ 8M Mls that cities with relatively
rkers from si being close to ) ! -

supply chains, and to be in ethnically familiar neighborhoods. high concentrations of FOEs have statistically Iarger.labor
I ) lomeration is higher when it forces and lower unemployment rates. At the same time, FOEs
SWPSS FOE GRS BY Y TRo g BUWSS FiREsBY RESTHVATIABhGQKNT Ynore workers, and

is based on industrial sector than when it is based on country higher 3-vear arowth percentage in sales Iume than in
of origin. This suggests that firms might be more likely to locate g yearg P g § ? {?Eﬁlages

Iobs RbIER WEBJRYE" Conce""ayf?ﬂs bcai:ﬂ'?ﬁéy &ﬂ] ons)
SHEEE So-thai-opatiakagglomaration
hale lalgis Agsass on ecdndric de@éléﬁmenﬂﬁﬁd groﬁftmﬁé’n
Financial Activities IS tlal at|0n bas cou f on Thes ings
Manufacturing P §99'|9@b‘3 f’fﬁ% : nigy%Qf origig: edinding
Other Services 0 Qo - . 99
Wholeeale Trade prospeiPBIEOES than hasbhbEh previdddly ideffified in 8749-
Prof/Business Services [l 804 5 acadenﬂﬁ/‘!}irtsq@wre' 1,645 6.7% 19 $113.7
|
0 2000 4000 6000 8000 10000 12000 5 San Bernardino 872 3.59% 28 3595
6  Ventura 118 0.5% 10 $8.4
Total 24,675 68.3% 387 $1,842.8

30

9102 LNJIWLSIANI 1234Ia N9IFHOL



SOURCE NATIONS

B 1007
B SWEDEN

hARGAGNHANVNED ENTERPRISES (FOEs)

$1,020.8MM

SWEDISH FOEs BY DESTINATION COUNTY

X

SWEDISH FOE JOBS BY SECTOR

FOREIGN DIRECT INVESTMENT 2016

31

% of All Est. Wages
Job Rank County Jobs FOE Jobs Firms ($millions)
obs
1 Los Angeles 17,818 76.9% 54 $756.1
Prof/Business Services . o
Manufacturing 1 1,417 2 SanDiego 1,503 6.5% 16 $67.5
Construction [l 994 3 Riverside 145  63% 13 §77.7
Retail Trade I 524
Wholesale Trade | 320 4 SanBernardino 979 4.2% 13 $44.1
0 5000 10000 15000 20000 25000
5  Ventura 730 3.1% 8 $34.3
6  Orange 697 3.0% 17 $41.1
Total 23,177 100.0% 121 $1,020.8
DIRECT FOE JOBS FOE FIRMS ESTIMATED WAGES
20,985 203 $1,368.4MM
IRISH FOE JOBS BY SECTOR IRISH FOEs BY DESTINATION COUNTY
% of All Est. Wages
Job Rank County Jobs FOE Jobs Firms ($millions)
ops
1 Orange 7,329 34.9% 54 $510.9
Manufacturing o
Wholesale Trade T 2 Los Angeles 6,677 31.8% 60 $450.1
Retail Trade 3 San Diego 4404 21.0% 35 $233.4
Prof/Business Services - 1,500
Public Administration [l 800 4 Ventura 1,027 4.9% 21 $69.3
0 2000 4000 6000 8000 10000 12000 14000 5 Riverside 208 3.9 17 $53.2
6  San Bernardino 740 3.5% 16 $51.5
Total 20,985 100.0% 203  $1,368.4



NO. 09

UM AWNA

EXECOTIREESUMNIORY

CONTRIBUTION'OF FOREIGN-OWNED-

flast PR

As shown in TalABQ

“‘ re nti

5184

Wholesale Trade

Manufacturing
Information
Prof/Business Services [l 576
Leisure and Hospitality [l 435

1000 2000 3000 4000 5000 6000

R|verside 181 1.6% 10 .
Cﬂ& ﬁE W’E l ! Ventura 161 1.4% 2 $8.8
if rads eet dat snow —

ultimate ownership of firms above a ten percent threshold,
Betwesd 20005 and ROV ehiadicatien efhfetietg thewridd s the
enterpersds of Sonengen Qatiéquiritinorenige ey, withsutent,
iobs mcmmaﬂmﬁmwﬂmumrawmmmbewhjdhe jadrs
9nbe

gﬂmﬁéﬁ“ﬁ AR

Spatial agglomeration refers to the clustering of firms within

PIRECTFOECHYPS Firms locate QB EFFRRIG0ther - for

example car dealerships, jewelry or fashion districts, or

]Lkﬂq‘ for many reaso ’721ﬁg being attractive
d workers from si being close to

supply chains, and to be in ethnically familiar neighborhoods.

ﬁ%”[?{sgeﬁaﬁglomeration is higher when it

B]f!ased on industrial sector than when it is based on country

of origin. This suggests that firms might be more likely to locate

Jobs
Manufacturing 2,679
Financial Activities 2,511
Prof/Business Services 2,399
Retail Trade 1431
Leisure and Hospitality 3,
0 500 1000 1500 2000 2500 3000 i

NS

ESTIMATED WAGES

Foomnaie s, .......

CHINESETFOESBYCDESTINATIONICIOUNEY to one quarter.
ntinuejepalprgest sectpss. g

FOEIJoks 1 BRmesiSatiltns)

G skl o i
Los Angeles 3,462 30.9% $214.0
3 SanDiego 898 8.0% 31 $46.6

San Bernardino 560 5.0% 39 $36.0

$11.5

Total 11,221 100.0% 323 $725.9

Of the top 10 firms by employment in 2016, only Switzerland
and the Netherlands declined in employment. Collectively, this
demonstrates the strong and growing contribution of foreign-
owned firms to the region.

Jsis

by Taiwan and Switzerland. When measure in terms of the

NESTENAEFD WAGERrms from Sweden, China, and Switzerland

show the highest levels in Southern California.

S c eveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs

AhEGH Jride s B¥ D{ES&lNﬂW&GQUEﬂ\ﬁore workers, and
higher 3-year growth percentage in §al? lume than{QE&glges

RARR VEBURYyEr CO“CE""aHBBs Lpakﬁ’h‘i‘éy '&ﬂlﬁﬁons)
SHGEese-thai-opatiakagglomerat

have largfs AgsARts on econdiiic deé@léﬁment%d grov&?f’ihhn

spatial gggl&gbgatlon baseglgg county,ef origip Thesedjpdings
S.H.g.g.e I |S I g I.F' . . FF
prospedi?BIEOE than has b8 previdddy idertified in H180-2

academjgitprature. 587 53% 23 §43.7
5  Riverside 421 3.8% 18 $29.8
6  SanBernardino 347 3.1% 15 $14.9

Total 11,104 100.0% 216 $726.9
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FOREIGN DIRECT INVESTMENT 2016

SOURCE NATIONS

33

NO. 11

TAIWAN

hARGAGNHANVNED ENTERPRISES (FOEs)

E%GRO%D

TAIWANESE FOE JOBS BY SECTOR

Jobs

Manufacturing
Wholesale Trade
Prof/Business Services
Financial Activities
Transp, Warehousing, Utilities

o

500 1000 1500 2000 2500 3000

NO. 12

AUSTRALIA

FOREIGN-OWNED ENTERPRISES (FOEs)

1,969 202

AUSTRALIAN FOE JOBS BY SECTOR

Jobs

Manufacturing
Prof/Business Services
Financial Activities
Wholesale Trade

Retail Trade [REPA]

o

500 1000 1500 2000 2500

ESTIMATED WAGES

$551.2MM

TAIWANESE FOEs BY DESTINATION COUNTY

% of All Est. Wages
Rank County Jobs FOE Jobs Firms ($millions)
1 Los Angeles 3,827 47.6% 146 $252.1
2 Orange 2,858 35.6% 70 $199.8
3 SanDiego 666 8.3% 12 $51.5
4 SanBernardino 577 7.2% 24 $40.3
5  Ventura 65 0.8% 3 $4.6
6  Riverside 42 0.5% 2 $3.0
Total 8,035 100.0% 257 $551.2

ESTIMATED WAGES

$500.8MM

AUSTRALIAN FOEs BY DESTINATION COUNTY

Rank County

% of All

Est. Wages

Jobs FOE Jobs Firms ($millions)

1 Los Angeles 4,367 57.7% 105 $283.7
2 Orange 1,373 18.1% 44 $89.8
3 San Bernardino 865 11.4% 15 $59.6
4 SanDiego 616 8.1% 24 $44.2
5  Riverside 316 4.2% 10 $21.3
6  Ventura 32 0.4% 4 $2.2
Total 7,569 100.0% 202 $500.8



NO. 13

EXECOTIREESUMNIORY

///‘\\
+@; REPUBLIC OF KOREA

EXECUTIVE SUM

CONTRIBUTTON'GFPOREIGN-OWNED-

7641 PRig

ORE u"‘\#‘k' es nti

Manufacturing 2,317
Wholesale Trade
Transp, Warehousing, Utilities
Financial Activities 679
Prof/Business Services 485

1000 1500 2000 2500

As shown in TalA here ar \OMIN
T Q 1 r

ESTIMATED WAGES

SOUTHWKOREANCFOES! BY-DESTINATIONSE OUNT uarter.

R (* &ﬂwﬂaﬁﬁmu%gpﬂargest sectps
- 27I“N ighownid -$@t1.mllfi1.pﬁﬁmsesmsﬁiiuﬁhH§
Wt FCTT e
140,583 9869l total eg?nlngte wades- 59 Phillion. 00

2 Orange 1,947  26.1% 70 $140.8
3 SanDiego 1279 17.1% 32 $87.4
4 San Bernardino 537 7.2% 21 $35.6

Ventura 471 6.3% 5 $30.9

0 500
S —— - .
C ﬁﬁ ﬁ ﬁ“§ e( Fvoﬁ f:’I! Riverside 15 0.2% 3 $1.1
ifferent categories. radstreet dat sSnows th

ultimate ownership of firms above a ten percent threshold,
Betwesd 20005 and ROV ehiadicatien efhfetietg thewridd s the
enterpersds of Sonengen Qatiéquiritinorenige ey, withsutent,
jobs intesavmqthe72) 688 men thgrangane mumbeaushjdbe s

viedd s 1

s
TS TEBING ANALYSIS

Spatial agglomeration refers to the clustering of firms within

PIRECTFOECHYPS Firms locate QB EFFRRIG0ther - for

example car dealerships, jewelry or fashion districts, or
itu rﬁr4— for many reasons]ijﬂng being attractive
¥s s afd workers from sim s, being close to
supply chains, and to be in ethnically familiar neighborhoods.
gpﬁm rpﬁelijeﬁg,ﬁ%iempmeration is higher when it

is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate

Jobs

Wholesale Trade
Manufacturing
Education and Health Care
Financial Activities

Construction 838 i

0 200 400 600 800 1000 1200 1400

Total 7,464 100.0% 262 $475.8
Of the top 10 firms by employment in 2016, only Switzerland
and the Netherlands declined in employment. Collectively, this
demonstrates the strong and growing contribution of foreign-
owned firms to the region.

by Taiwan and Switzerland. When measure in terms of the

NESTENAEFD WAGERrms from Sweden, China, and Switzerland
sg the highest levels in Southern California.

S IQ4MIMreveals that cities with relatively

high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs

iSM&SHiEQE&B*@ESJJWM CMINT e workers, and

higher 3-year growth percentage in %alefsA Plume thanE&E@lglges

HUAR VEBRYET cgncentraggﬂsT.hpégaj oy S'fsﬂlﬁﬁons)
FGGeHE-HaI-0patialag lomeration-based-on-0eotaRrght
have larges ARgsdess on ecoddific deddipment 3hd growitVéhan

spatial ggglggbegation based.n countgyef origiy These géygiangs
s I S g . .
prospediVeEBES than has be8% previbudly iderkified in the2.0

acgdemig Jitarature. 839 124% 20 $44.9
5  San Bernardino 733 10.8% 9 $40.5
6  Ventura 45 0.7% 1 $3.6

Total 6,764 100.0% 116 $441.4
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FOREIGN DIRECT INVESTMENT 2016

SOURCE NATIONS

BB vexco

hARGAGNHANVNED ENTERPRISES (FOEs)

BEACROMP v

MEXICAN FOE JOBS BY SECTOR MEXICAN FOEs BY DESTINATION COUNTY
% of All Est. Wages
Jobs Rank County Jobs FOE Jobs Firms ($millions)
1 Los Angeles 3,595 53.9% 94 $213.2
Manufacturing
Retail Trade 2 San Diego 1,077 16.1% 62 $68.0
Wholesale Trade
Prof/Business Services 3 San Bernardino 1,040 15.6% 35 $62.1
Financial Activities [l 276
4 Orange 564 8.5% 29 $32.8
0 500 1000 1500 2000 2500 3000 3500
5  Ventura 311 4.7% 13 $21.9
6  Riverside 86 1.3% 21 $6.5
Total 6,673 100.0% 254 $404.5

B 0. 16
memmm LUXEMBOURG

FOREIGN-OWNED ENTERPRISES (FOEs)

DIRECT FOE JOBS FOE FIRMS ESTIMATED WAGES
4,734 332 $230.2MM
LUXEMBOURG FOE JOBS BY SECTOR LUXEMBOURG FOEs BY DESTINATION COUNTY
% of All Est. Wages
Jobs Rank County Jobs FOE Jobs Firms ($millions)
1 Los Angeles 2,207 46.6% 139 $96.8
Retail Trade
Manufacturing 2 Orange 1,595 33.7% 59 396.7
P —— P soew aw m m g
Information LS 4 Riverside 281 5.9% 35 $11.8
0 500 1000 1500 2000
5  Ventura 154 3.3% 21 $6.8
6  San Bernardino 141 3.0% 25 $5.2
Total 4,734 100.0% 332 $230.2
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EXECOTIREESUMNIORY

e [SBAFL

EXECUTIVE SUM

(?GFN’TR‘I'B[FI’]@N'W’FBREIGN'BWNEI}

EW hearDL)MIN ciE2Mus.........

PlRern | G ﬁ res nti BRAEMIEOFSRY DESTINATION ©JI¢Ige to one quarter.

| b ol ;‘ ’ *&N &H‘IMNIE;M%BPRIIMQGSt secfags ww&
Jobs FOEUane 1 KidmsespmiiNRIns)
14b,58218%- and total eZﬁ%?ate wahde- §9 Thillion. E”S 3

Manufacturing 3,645 o
Financial Activities [l 369 5.5 2 Los Angeles 1,562 34.7% 27 $109.5
Prof/Business Services . 186 . 3 San Diego 249 5.5% 6 317 4
Wholesale Trade Wl 124 ’ : :
Transp, Warehousing, Utilities | 50 4 San Bernardino 36 0.8% 4 $2.5
500 1000 1500 2000 2500 3000 3500 4000
, Ventura 35 0.8% 1 $2.4
CRANGES - BVERTIME—=——=
if radstreet dat snows th
ultimate ownership of firms above a ten percent threshold, Total 4,495 100.0% 53 $311.4
Betwead 2015 and poMd ehiadicatben effettegthewrdiis the 0Of the top 10 firms by employment in 2016, only Switzerland

enterpersds of Sonengen Qrafifquiritinorenipeen(®dd) ithsureint,  and the Netherlands declined in employment. Collectively, this
iobs mcmmaﬂmﬁmwﬁnmmwawmmmb@whjdhe s demonstrates the strong and growing contribution of foreign-

mbe owned firms to the region.
Spatial agglomeration refers to the clustermg of firms within by Taiwan and Switzerland. When measure in terms of the
PIRECTFOECHYPS Firms locate QB EFFRRIG0ther - for NESTENAEFD WAGERrms from Sweden, China, and Switzerland
example car dealerships, jewelry or fashion districts, or show the highest levels in Southern California.

o L Yt [ el : vels tht ciies withreltively
. . g high concentrations of FOEs have statistically larger labor
supply chains, and to be in ethnically familiar neighborhoods. forces and lower unemployment rates. At the same time, FOEs

TRDIAN"EOE dfﬁi?ﬁ“ﬁv%ﬁ%ﬁfﬁ?ﬂ'°"‘efa“°" Is higher when it ixp) AN RESRY DESTRMATHING OUMT More workers, and

is based on industrial sector than when it is based on country higher 3-vear arowth percentage in sales Iume than in
of origin. This suggests that firms might be more likely to locate g yearg P g i ? {QEﬁlages

Jobs RAGR VEBURYE concentrayggs kcai:ﬂ'?ﬁéy '(%ﬂl fifions)
SHGaeste-that-opatialagalomerstion
have lagf@ tpacts on ecohbflic de%l&ément%ﬁhd grow$ﬁ51ﬁ¢an
Prof/Business Services spatial agglameration basedgn counigyef origiyy These findings
Natural Resources 603 stgge : f T .
Wholesale Trade i o
nformation [ 220 prospeciteBROREIRAN has Bédn previ®8ly ideddfied in the!-7
Manufacturing [l 132 ' acﬁde”\}ﬁA{Iﬁéat“re- 87 2.5% 4 $6.6
0 500 1000 1500 2000 2500 5 San DiegO 50 1.4% 8 335
6  Riverside 26 0.7% 5 $1.3
Total 3,535 100.0% 108 $236.6
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FOREIGN DIRECT INVESTMENT 2016

SOURCE NATIONS

NO. 19
SINGAPORE

hARGAGNHANVNED ENTERPRISES (FOEs)

33 OAT sp70Mm

SINGAPOREAN FOE JOBS BY SECTOR SINGAPOREAN FOEs BY DESTINATION COUNTY
% of All Est. Wages
Jobs Rank County Jobs FOE Jobs Firms ($millions)
1 Orange 1,798 54.3% 21 $126.1
Manufacturing
Prof/Business Services 2 SanDiego 951 28.7% 9 $65.3
Wholesale Trade [l 247 )
Transp, Warehousing, Utilities [l 155 3 Los Angeles 492 14.8% 30 $31.6
Retail Trade I 83 4 SanBemardino 41 1.2% 6 $2.5
0 500 1000 1500 2000 2500 3000
5  Riverside 32 1.0% 5 $1.5
6  Ventura
Total 3,314  100.0% 71 $227.0

NO. 20

KAZAKHSTAN

FOREIGN-OWNED ENTERPRISES (FOEs)

DIRECT FOE JOBS FOE FIRMS ESTIMATED WAGES
3,298 7 $261.5MM
KAZAKH FOE JOBS BY SECTOR KAZAKH FOEs BY DESTINATION COUNTY
% of All Est. Wages
Jobs Rank County Jobs FOE Jobs Firms ($millions)
1 Los Angeles 3,108 94.2% 4 $246.5
Prof/Business Services 2 SanDiego 150 4.5% 1 §11.9
0 500 1000 1500 2000 2500 3000 3500
3 Orange 40 1.2% 2 $3.2
4 Riverside
5  SanBernardino
6  Ventura
Total 3,298  100.0% 7 $261.5
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EXELCUIIVE >

EXECOTIREESUMNIORY

CONTRIBUTION'OF FOREIGN-OWNED-

396,177

As shown in TalAB

Jobs
Manufacturing 1,007
Leisure and Hospitality 939
Retail Trade 571
Wholesale Trade 362

Public Administration [l 66
1000 1200

ESTIMATED WAGES

QUL.DOMIN ébfz"ﬂfﬂw

Ephen il Byresint
0 g‘sliN

(PAMANTFOFSBY DESTINAPIONGGUNPYe to one quarter.

SHT &i?IMNIES inuestQpAfprgest sectpgs. fWaﬁ?s
s~ O Jobsk 1, BRbne sSAiTRGNS)

T e TS T ST o reT TS ety e
140,588 total eshitddte wadd®® 60 7 Bliion, %016

2 Orange 881 28.5% 36 $54.5
3 SanDiego 462 14.9% 25 $23.7
Riverside 111 3.6% 9 $7.0

San Bernardino 73 2.4% 5 $4.4

uItlmate ownershlp of firms above a ten percent threshold,

Betwead 2005 and @M ehie dicaitien vfhfetfetg theviidi is the

enterpersds of Sonengen Qatiéquiritinorenige ey, withsutent,

WmWMtMrawmmmbewhjdhe jadrs
nbe

jobs i rEEBN

SRR

Spatial agglomeration refers to the clustering of firms within

PIRECTFOECHYPS Firms locate QB EFFRRIG0ther - for

example car dealerships, jewelry or fashion districts, or
|tm4— for many reaso 12 ing being attractive
7 | aftd workers from si ms, being close to

supply chains, and to be in ethnically familiar neighborhoods.

!'B)EEG‘KWFGEIqergg,gqagemhmeration is higher when it

is based on industrial sector than when it is based on country

of origin. This suggests that firms might be more likely to locate

Jobs

Manufacturing
Wholesale Trade 584
Prof/Business Services B 101
Transp, Warehousing, Utilities M 115
Leisure and Hospitality M ss

0 500 1000 1500 2000

s

Total 3,096 100.0% 152 $153.0

Of the top 10 firms by employment in 2016, only Switzerland
and the Netherlands declined in employment. Collectively, this
demonstrates the strong and growing contribution of foreign-
owned firms to the region.

by Taiwan and Switzerland. When measure in terms of the

NESTENAEFD WAGERrms from Sweden, China, and Switzerland

show the hi hest Ievels in Southern California.

reveals that cities with relatively
hlg concentratlons of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs

iBMM'%B&&E@N&TQW LN e workers and
higher 3-year growth percentage in igleis glume than Wa es

RURK VDR Concen"atj‘&%sTh?(SEa.‘fé Qa'ﬁﬂﬁh’s' H:ons)
FHGFRGH=thai-opatiaag glomerat:

havk larg@$ figeless on econdtic devafbpinent asd growthsﬁf’aﬁ

spafial qgg]ﬁ@eratlon basedygp countyy ef origin Jhese fingings
prodpecRVE'FEs than has b previb¥sfy identifled in thé37-6

acagemic fitgrajyire. 34 135% 9 §22.2
5  San Bernardino 196 6.9% 5 $11.9
6  Ventura 47 1.7% 4 $2.1

Total 2,834 100.0% 72 $183.8
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SOURCE NATIONS

NO. 23

CAYMAN ISLANDS
RAREAGABNVNED ENTERPRISES (FOES)

DORGROUD

CAYMAN ISLAND FOE JOBS BY SECTOR CAYMAN ISLAND FOEs BY DESTINATION COUNTY
% of All Est. Wages
Jobs Rank County Jobs FOE Jobs Firms ($millions)
1  Los Angeles 2,499 91.0% 22 $167.2

Manufacturing 1,158

Wholesale Tade 2 Orenge a0 w7 2
Retail Trade 3 San Bernardino 18 0.7% 2 $1.2
Prof/Business Services

Information MMl 120 4 Ventura 10 0.4% 1 $0.7

0 200 400 600 800 1000 1200 1400 i
5  SanDiego 8 0.3% 1 $0.6

6  Ventura
Total 2,745 100.0% 33 $183.9

PR 0.2

3B HONG KONG

FOREIGN-OWNED ENTERPRISES (FOEs)

DIRECT FOE JOBS FOE FIRMS ESTIMATED WAGES
2,286 94 S151.7MM
HONG KONG FOE JOBS BY SECTOR HONG KONG FOEs BY DESTINATION COUNTY
% of All Est. Wages
Jobs Rank County Jobs FOE Jobs Firms ($millions)
1 Los Angeles 1,379 60.3% 70 $90.4
Manufacturing
Wholesale Trade 2  San Bernardino 578 25.3% 6 $40.2
Financial Activities 3 SanDiego 211 9.2% 8 $14.2

Information

Prof/Business Services 4 Orange 51 2.2% 6 32.6

0 100 200 300 400 500 600 700 800

5  Riverside 34 1.5% 2 $1.8
6  Ventura 33 1.4% 2 $2.5
Total 2,286  100.0% 94 $151.7
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sourc£m3f@ﬁ§rt updates the 2015 report FDI-related statistics
in terms of number of firms, jobs, and wages. Dun &
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level of industrial spatial agglomeration. As mentioned in the

background discussion above, today’s industrial systems are

res nti
: ] 7I4N slchINT IEntmue to be largest sectors for the
folei s - 2,351 and 1,695 respectively -

in itlm A fallu rin terms of employment -
ages - $9.7 billion.
'§

might choose to cluster with other firms in their own sector

e ‘ afds r to benefit from customers’ supply, positive spillovers,
A' it ! M mmon infrastructure and supply chain synergies. On the
RHEDO ws th and, FOEs might choose to cluster with other firms from

the same country of origin in order to benefit from their shared
bhckegtopntilaicre Syusoasioysneat] ias28inG) anéx Sevierartndhen
docatireg)etiepietius, deciagpandingiohebit SColedtivetdexkis
(Eahbestateanthd &) anig aald gatethipkingtintotascofifio téign-
ool fiomof@liHedEgimeated in each individual city. Once the
proportions are computed for every city, they are squared and
added. By construction, the H-Index for a particular sector/

iongwithi ilbequal to one when all activity is located in only one
Qkuﬁ E l AMA LY&ﬁi the H-Index will be close to zero when all activity
of'tra 0 s ost equally among many cities. The analysis based

positive externalities. These cost reductlons and positive

sytrinplghaieraxperietbte tetasanusmang brmemis thirigame
sgpiaianedl o daciaiedralond seled sapylyabainsther - for
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o customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

on the number of employees employed by FOEs follows the
IspmAwEACEId Switzerland. When measure in terms of the
number of employees, firms from Sweden, China, and Switzerland
show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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CLUSTERING ANALYSIS

TABLE A-1
Sector H-Index for FOE Firms by County, 2016
Sectors g:llilft::;; Los Angeles Orange Riverside sn::: ;:: San Diego Ventura
Natural Resources 0.043 0.018 0.156 0.185 0.184 0.188 0.500
INTBQD:UJCTION 0.051 0.025 0.193 0.181 0.431 0.133 0.301
Maruf . 29 0.034 0.135 0.178 0.175 0.341
0 . -030 0.050 0.114 0.134 0.187 0.341
Retail Trade 0.018 0.034 0.046 0.073 0.094 0.093 0.185
;Lau":ir’:;rbattiilft’i‘ér’a’e' 0.041 0.041 0.072 0.160 0.117 0.138 0.610
Information 0.041 0.041 0.088 0.132 0.157 0.099 0.389
Financial Services 0.043 0.043 0.128 0.114 0.081 0.071 0.272
Prof/Business Services 0.055 0.043 0.119 0.189 0.185 0.204 0.487
Education/Health Care 0.034 0.046 0.042 0.103 0.184 0.134 0.326
Leisure/Hospitality 0.046 0.051 0.092 0.100 0.194 0.207 0.478
Other Services 0.030 0.055 0.058 0.096 0.140 0.173 0.444
Public Administration 0.503 0.503 0.702 0.556 1.000 0.515

Source: Dun & Bradstreet, DHEI Analysis

TABLE A-2

Sector H-Index for FOE Firms by Source Nations and County, 2016
Country of Origin g:llilft:::; Los Angeles Orange Riverside Snaal: dﬁ::)- San Diego Ventura
Japan 0.032 0.075 0.089 0.102 0.115 0.292 0.141
United Kingdom 0.033 0.073 0.113 0.113 0.135 0.336 0.142
Germany 0.023 0.045 0.108 0.129 0.156 0.289 0.169
Canada 0.027 0.076 0.120 0.123 0.104 0.251 0.175
France 0.027 0.056 0.087 0.146 0.139 0.392 0.253
Switzerland 0.042 0.108 0.138 0.136 0.099 0.405 0.300
Luxembourg 0.021 0.054 0.083 0.120 0.142 0.246 0.238
China 0.032 0.053 0.186 0.240 0.264 0.517 0.500
Korea Rep Of 0.075 0.199 0.200 0.333 0.234 0.578 0.680
Taiwan 0.043 0.068 0.243 0.500 0.340 0.222 0.333
Mexico 0.026 0.044 0.111 0.098 0.084 0.260 0.172
Netherlands 0.042 0.103 0.297 0.117 0.324 0.348 0.153
Ireland 0.054 0.063 0.324 0.225 0.242 0.662 0.247
Australia 0.048 0.135 0.108 0.340 0.218 0.299 0.375
Italy 0.031 0.069 0.113 0.333 0.280 0.258 0.333

Source: Dun & Bradstreet, DHEI Analysis
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show a higher level of spatial agglomeration in Professional /
Business Services. As an example a perspective FOE seeking
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County, with Orange County accounting for close to one quarter.
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with manufacturing the Iargest sector in terms of employment -
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highest level of spatial agglomeration in Southern California,
followed by Taiwan and Switzerland. For the Los Angeles County,
Korea, Switzerland, and Canada show the highest level of spatial
agglomeration, in that order. For Orange County, the order is
Taiwan, Korea, and China. Japan and the United Kingdom have
hest number of firms in Southern California, and they
a higher level of spatial agglomeration in San Diego and

gentura County. Similar results are presented for the other top

10 countries with FOEs in Southern California. As an example,
Héhretopetiifierno by empleyasrioAedd kongudwiteskand to
doddteciNsthatand s et ines do elah plsy thesin fratestivelnidis
deenatedigs thetdtoengrajidesr ovingchadriyutionied fgeigst
onwnfsEfighs 0Ethiedrgihase countries, but also the lowest level
of spatial agglomeration among counties in Southern California.

The anaIyS|s presented in this section also provides evidence

g {Jgt s H}:N}E ANALY Sglomeratlontendsto be higher for industrial
the hidREt 1 s it for country of origin, except for countries with

and the level of spatial agglomeration is among the highest in
Spatiad@agQiferatioOnetfes vthdh b atds tejos pé ditives M hin the
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furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

the largest number of FOEs in the area, like Japan and United

bﬁ%%ag"n lﬂ{s*wfﬂ ggs il Rms miah e Mot Ueglylp locate
os not rm| eﬁa § rt to an
oyees, om JN zerlan
ﬁa unt t exceptlon apan an
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Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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CLUSTERING ANALYSIS

DISTANCE ANALYSIS

Another, and probably more intuitive, approach to measure clustering is to take the firm perspective
and consider how many FOEs from the same sector or the same county of origin are located

within a predetermined radius. This information could be useful for existing firms and prospective
investors to assess the level of competition and spillover benefits associated with spatial
agglomeration in a particular area.

Once firms located inside the radius are identified, they are further classified based on whether they
belong to the same industrial sector or the same country of origin. The results presented in Tables
A-3 through A-6 utilize a 5 km radius and represent average measures.
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TABLE A-3
Average Number of Foreign-Owned Firms within a 5km radius
E Sectors RY Los Angeles Orange Riverside Ber:::iino San Diego Ventura
Natural Resources 146 162 35 71 5 38

sale Tra 206 39 113 97 40
Retail Trade ‘ 47
As shiowminm Table Neartytalf ofthese firmsrandiobsa '.l pcatedinLos Ange

County, with Orange C8unty accountirl§ for close to ohk quarter.
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B'r1adstreet firm- |EVE| data retrleved n |\9/|aI'Ch 2017 IS_I

ultimate ownership of firms above a ten percent threshold, Source: Dun & Bradstreet, DHEI Analysis
Betwead 2015 and poMd ehiadicatben effettegthewrdiis the 0f the top 10 firms by employment in 2016, only Switzerland
entqbBRELMS cnehgen Qrafitquiritioorenipeen(®dd, withsttent,  and the Netherlands declined in employment. Collectively, this
jobsietsgedingilby B SigEDVesd fragevithih brushjthRems within ddikmnatiates the strong and growing contribution of foreign-

firm inocasiggshdesoribed in this r owned firms to the region.
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a parfigsiadsieaakian. Firms locate nearby gne another - fgp numbgr of employees,firms from Sweden, China, and $witzerland

furnifieteisisree - for many reasons, including being attradfive
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Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
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citi
close to another firm in the same sector than fo another firm sum ts that spatialagglomeration based on sector might
fromFﬁ% /SEH‘%“SS%RFI[ '8t %rigin. 40 % g9 . patiaagg . @ nig N
For ifUSatieR Ar 4N &48 number of firms3 Financial Servites spatial agglomeration?based on countty of origin. Thee findings
and Profess ?_palantBu3|ness Services a{s the industries sugge1st that Sou'thernI California mlgrg have more to qffer to
d d ome on e d a

PUb|IC Adm|n|strat|on 31 1 0 0 2 0

Source: Dun & Bradstreet, DHEI Analysis
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TABLE A-5
Average Number of Foreign-Owned Firms from the same Source Nation within a 5km radius
Sectors Los Angeles Orange Riverside San . San Diego Ventura
Bernardino
Natural Resources 16 17 4 6 1 1
INTBQMCTION 37 20 7 3 10 4
Maruf 3 22 4 7 11 5
0 28 4 7 11 3
Retail Trade 24 22 3 7 9 5
Transp, Warehousing, Utilities 32 26 7 8 15 4
Information 24 26 3 8 1 3
Financial Services 26 24 2 4 11 4
Prof / Business Services 31 24 4 10 1 4
Education / Health Care 14 20 3 7 9 7
Leisure / Hospitality 37 22 3 9 10 5
Other Services 26 26 3 3 1 4
Public Administration 9 7 0 0 2 0

TABLE A-6

Source: Dun & Bradstreet, DHEI Analysis

Average Number of Foreign-Owned Firms from the same Sector and Source Nation within a 5km radius

San

Sectors Los Angeles Orange Riverside Bernardino San Diego Ventura
Natural Resources 0 0 0 0 0 0
Construction 1 0 2 1 1 0
Manufacturing 3 5 1 2 3 2
Wholesale Trade 13 8 1 2 2 1
Retail Trade 6 6 1 3 3 2
Transp, Warehousing, Utilities 5 1 1 1 1 0
Information 4 1 0 0 1 0
Financial Services 5 5 0 0 2 1
Prof / Business Services 6 7 1 1 4 1
Education / Health Care 1 0 0 1 1 1
Leisure / Hospitality 2 1 0 0 1 1
Other Services 1 0 0 0 0 0
Public Administration 1 0 0 0 0 0

Source: Dun & Bradstreet, DHEI Analysis
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ﬁrhmﬁadimggdﬂmmtmbe same sector. The results for
Los Angeles County show that FOEs in the Wholesale and Retail

Trade industry are located in areas with an average of more than
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is for FOE in Prof Business Services and Manufacturing, while

Shrahiahr e afien SES RN iBI SRy G RN wigRifOES
nRetailAieation. Firms locate nearby one another - for
example car dealerships, jewelry or fashion districts, or
furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

gL INSTHE

ntinue to be largest sectors for the
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and Leisure / Hospitality industries. For FOEs in Orange County,
firms in Wholesale Trade, Transp., Warehousing, and Utilities,
and Information industries show the highest level of spatial
agglomeration. An average FOEs in these industries could find
close to 30 other FOEs from the same country of origin within a

h ring the level of spatial agglomeration based on sector

and country of origin (Table A-6), the results show that FOEs
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Siemedhfr§RMe BRUREIGH, origin than from the same sector.
However, these results might be driven mainly by FOEs from

Japan, United Kingdom, and Germany that tend to be located
s and Orange County. Finally, further analysis
concentration based on both sector and country
that FOEs in Wholesale Trade, for example, can
expect to see an average of 10 other FOEs in the same sector
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show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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So far, our analysis has focused on identifying the county and sector level of spatial agglomeration
based on the H-Index and the number of FOEs from the same sector or same country of origin
within a predetermined radius. This section analyzes whether spatial agglomeration is correlated
with measures of economic development and growth applying Analysis of Variance (ANOVA).
ANOVA is a statistical tool that tests the hypothesis that the means of two different groups are
statistically different. In this case, the null hypothesis is that the difference between two groups’
means is not statistically significant and probably driven simply by randomness. This technique is
applied here to test whether or not spatial agglomeration of FOEs is statistically correlated with city
and firm level measures of economic development and growth.

At the city level, all FOEs are measured with respect to the average sales volume, number of
employees, city-level labor force and unemployment rates, the 3-year growth rate in sales, and the
3-year growth rate in employment. Although arguably optimal measures of economic development
and growth, these are intuitively good measures of economic conditions at the city level. At this
stage, the ANOVA considers cities in Southern California and groups them in quartiles according to
the number of FOEs. The following table presents the results at the city level.
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TABLE A-7

Summary Statistics for Agglomeration Regression Analysis

EXECUTIVE SUMMARY

Variable Statistic Value
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CLUSTERING ANALYSIS 5.2: STATISTICAL CORRELATION ANALYSIS

According to the results, cities with higher concentrations
of FOEs have statistically larger labor forces and lower

unemployment rates. FOEs in these cities also have statistically

higher sales, more workers, and higher 3-year growth rates
in sales volume when compared with FOEs in cities with
lower concentrations. To explore further the issue of spatial

INTRODUCTION

agglomeration, this analysis groups cities in Southern California
into quartiles according to the number of average number

of FOEs located within a 5 km radius. The previous analysis
considers only the number of FOEs in the city, while this
quartiles approach considers cities with FOEs that are spatially
agglomerated.

R

Low Concentration

High Concentration

Sales Volume (Mean) $29,800,000 * $53,500,000
Number of Workers 20.9 i 37.6
Labor Force 18,135 w* 74,828
Unemployment Rate 6.3 bl 5.4

3 Year Growth % Sales Volume 1.1 1.9

3 Year Growth % Employees 9.5 8.6

49

Note: *** ** * refers to statistical significance at the 1%, 5%, and 10%, respectively

Source: Dun & Bradstreet, DHEI Analysis

Low and high FOEs concentration refers to cities in the lowest and highest quartile, respectively

Results in Table A-9 show that cities with higher levels of
spatial agglomeration tend to have larger labor forces and

a lower unemployment rates. FOEs in these cities also tend

to have larger average sales and larger average numbers of
employees. Although there is a natural overlap of cities in the
high concentration categories of the previous two tables, cities
classified as high concentration in the number of FOEs are not
necessarily those same cities classified as having high spatial
agglomeration.

This analysis also examines whether or not firms are more
likely to locate in the proximity of another firm from the same

TABLE A-10

sector or of another firm from the same country of origin.
Although there is some overlap in the cities for both groups,
Table A-10 presents support that FOEs located in cities with
high agglomeration of firms from the same sector tend to have
higher average sales volume and employ more workers than
FOEs located in cities with high spatial agglomeration based on
the country of origin. These FOEs also tend to have higher 3-year
growth rates in sales and employment. These results suggest
that spatial agglomeration based on sector might have larger
impacts on economic development and growth than spatial
agglomeration based on country of origin.

ANOVA: Concentration Based on Number of FOEs Within a 5km Radius at City Level

Sector

High Concentration

Country of Origin
High Concentration

Sales Volume (Mean) $60,700,000 id $48,500,000
Number of Workers 37.6 * 35.9
Labor Force 73,965 75,982
Unemployment Rate 5.3 5.3

3 Year Growth % Sales Volume 2.6 * 2.2

3 Year Growth % Employees 14.2 xx 9.0

Note: *** *** refers to statistical significance at the 1%, 5%, and 10%, respectively

Source: Dun & Bradstreet, DHEI Analysis

High concentration FOEs refers to cities in the highest quartile based on the number of firms in the
same sector and the number of firms from the same country of origin, respectively
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7I4N SHT(IN-P[ IEntrnue to be largest sectors for the
forai s - 2,351 and 1,695 respectively -

with manufacturing the largest sector in terms of employment -
140,582 jobs - and total estimate wages - $9.7 billion.

This analysis also explored whether spatial agglomeration
is correlated with economic development and growth. This
is found statistical evidence that cities with higher levels
tial agglomeration tend to have larger labor forces and
lower unemployment rates. FOEs located in these cities also
tend to have higher sales volumes and more em%oyees In

Qe RIS R SIRPAMTE: 1201 GrSbh PALEHA e
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than FOEs in cities with high levels of spatial agglomeration
based on country of origin. All of these suggests that Southern

In rt] a || Vi ht have more to offer to prospective FOEs than
s al y been documented.

than locating nearby FOEs from the same country of orrgrn. For
HinaneosRetsiveeFARiheserseatiepighlertj Sinhaindanision
wparaaltnaeieavsniFSaihecatealfamione another - for
example car dealerships, jewelry or fashion districts, or
furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

by Taiwan and Switzerland. When measure in terms of the
number of employees, firms from Sweden, China, and Switzerland
show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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INTRODUCTION

SURVEYANALYSIS

A survey of FOEs in Southern California was conducted by DHEI
between January and May of 2017. This survey aims to better-
understand the contribution of these 9,000+ businesses to the
regional economy, their motivations for locating in Southern
California, their experiences doing business here, and which
factors encourage foreign firms to continue a presence the
region.

The survey was administered through phone calls and an
online instrument. All 9,105 firms from the 2016 dataset were
contacted, via email or phone call. A total of 143 responses
were collected; similar to the 118 responses collected in the
2009 survey.

In contrast to the 2009 survey, for which respondents were
largely Japanese (63%) and Manufacturing (44%) firms, and all
located in Los Angeles County, respondents to the 2017 survey
were spread across numerous sectors, source nations, and
counties within Southern California, as shown in Tables S-1, S-2,
and S-3 below.

As with the 2009 report, the majority of respondents were
positive about their business experiences within Southern
California. In the 2009 report, the majority of respondents were
particularly concerned about the state and regional economic
climate, which is unsurprising given the recent global financial
crash. However, other factors were of particular concern to
respondents, including: housing affordability, public safety/
crime, commercial/industrial price/availability, energy supply/
prices, labor costs, obtaining skilled employees, K-12 education
quality, business taxes, and regulatory environment/permit
procedures.

As shown in Tables S-10 and S-11, the 2017 survey found that
the most pressing risk factors in general for respondents were
customer satisfaction/retention, labor and HR issues, political
and regulatory uncertainty, currency volatility, and tougher
competition. Specific to business within Southern California,
respondents reported concern over trade and investment

restrictions, delays for business visas for overseas visas, taxes,
labor costs, and housing affordability.

Similar to the 2009 survey, when considering future investments,
2017 survey responses favored expansions of current facilities
and growth into new facilities (see Tables S-5 through to

S-9). A larger proportion of respondents in 2017 appear to be
considering relocation. In terms of potential for new investment,
of those responding, most are considering Los Angeles County,
followed by San Diego County, and Orange County. Within other
areas of California, the Bay Area is the most popular response.
Outside of California, investment potential is spread across the
US, with a slight preference for the states of Texas, New York,
Hawaii, Nevada, and Florida. Outside the US, Asian countries
were significantly the most popular potential market, followed by
Canada and Europe.

In terms of connections to other institutions, as shown in Table
S-12, respondent FOEs are most likely to be in contact with
industry organizations and local or city governments. While a
majority of respondents still engage with local chambers of
commerce and local home-nation consulates, the numbers are
significantly lower than for industry organizations and local and
city governments. This last figure appears to be consistent over
time, as 2009 respondents all reported favorable interactions
with local government offices.

As shown in Table S-13, respondents were asked to report
which regional programs would benefit their company. The most
popular response was “Economic reports on local markets”,
followed by “Public road network investment”, “Training and
workshops on doing business in Southern California (export
training, etc..)” and “Workforce development initiatives, such

as job-training, layoff support”. It is notable that there was
significantly less interest in “Public mass-transit investment”,
“Sister-city/sister region programs connected to a city in your
home country”, “Matchmaking events” and “Trade missions

abroad”.
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TABLE S-5

INmﬁmmms plans for investment and business operations within
r the next two years?

TABLE S-6

Within Southern California, which area holds
the most potential for new investment by your
company?

Respo Count
County Responses
Expansion of existing facilities or branches 16
(including purchase of equipment) Los Angeles 33
Establishment of a new facility or branch 43 Orange 13
Investment in a different business sector 18 Riverside 10
Scale-down or closure of existing facility 10 San Bernardino 5
Relocation of branch or facility within Southern California 1 .
San Diego 15
Relocation of branch or facility within California 12
Ventura 4
Relocation of branch or facility outside California 6
Revision of the role of existing facilities or branches 1
Nothing in particular 38
TABLE S-7 TABLE S-8 TABLE S-9
Within the rest of California, which area holds  Outside California, but within the United Outside the United States, which area
the most potential for new investment by your  States which area holds the most potential holds the most potential for new invest-
company? for new investment by your company? ment by your company?
Region Responses State Responses Country/Region Responses
Bay Area 15 Texas 5 Canada 4
Central California 5 New York 4 Mexico 1
Hawaii 3 China 3
Nevada 3 Other Asia 8
Florida 3 Europe 4
Colorado 2
Washington 2
Virginia 2




TABLE S-10
What is the likelihood the following risk factors will influence your
company's earnings over the next three years?

ExFEagyTNE SUMMARY

Average Score

EXEURVEE SNNMARY

TABLE S-11
How important are the following concerns regarding your company’s
future business operations in Southern California?

Factor Average Score
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Of the top 10 firms by employment in 2016, only Switzerland
and the Netherlands declined in employment. Collectively, this
demonstrates the strong and growing contribution of foreign-
owned firms to the region.

CLUSTERING ANALYSIS

Spatial agglomeration refers to the clustering of firms within

a particular location. Firms locate nearby one another - for
example car dealerships, jewelry or fashion districts, or
furniture stores - for many reasons, including being attractive
to customers and workers from similar firms, being close to
supply chains, and to be in ethnically familiar neighborhoods.
For Southern California, spatial agglomeration is higher when it
is based on industrial sector than when it is based on country
of origin. This suggests that firms might be more likely to locate
close to another firm in the same sector than to another firm
from the same country of origin.

For industries with a large number of firms, Financial Services
and Professional and Business Services are the industries

with the highest level of spatial agglomeration. When spatial
agglomeration is measured with respect to the number of firms,
Korea shows the highest levels in Southern California, followed

by Taiwan and Switzerland. When measure in terms of the
number of employees, firms from Sweden, China, and Switzerland
show the highest levels in Southern California.

Statistical correlation analysis reveals that cities with relatively
high concentrations of FOEs have statistically larger labor
forces and lower unemployment rates. At the same time, FOEs
in these cities have statistically higher sales, more workers, and
higher 3-year growth percentage in sales volume than FOEs in
cities with lower concentration. The statistical analysis also
suggests that spatial agglomeration based on sector might
have larger impacts on economic development and growth than
spatial agglomeration based on country of origin. These findings
suggest that Southern California might have more to offer to
prospective FOEs than has been previously identified in the
academic literature.
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APPENDICES

APPENDIX AX

LOCATIONS OF FOREIGN-OWNED BUSINESSES IN THE SOUTHERN CALIFORNIA REGION, BY SOURCE NATION AND INDUSTRY

The heat maps in Figures A1-10 represent the clusters of
foreign-owned businesses in Southern California (except San
Diego, which is omitted for resolution reasons), with respect

to the top 5 source nations (Figures A1-5) and industries
(Figures A6-10) by number of firms. There are notable clusters
of Japanese-owned companies in Culver City, Torrance,
Westminster, Lake Forest, and Downtown. For UK-owned
companies, the prominent clusters are in El Segundo, Costa
Mesa, Santa Monica, and Downtown LA. While German-owned
companies are most concentrated in Newport Beach, French-
owned companies are more evenly dispersed around the region,
with stronger presence in Santa Monica, El Segundo and Century
City. Canadian-owned companies have notable clusters in Lake
Forest and Santa Monica.

In terms of foreign-owned businesses by industry, there are
strong manufacturing clusters in Lake Forest, Costa Mesa/Irvine
and Corona, while wholesale trade is more evenly distributed
across the region, despite large clusters in Lake Forrest,
Westminster and Downtown LA. In terms of retail trade, the
strongest clusters appear to be centered on major shopping
malls such as South Coast Plaza in Costa Mesa and Westfield
Topanga in Canoga Park; however, there are notable larger but
less dense clusters in West LA/Santa Monica and Carson/
Torrance/Redondo Beach. Finance and insurance foreign-owned
businesses are clustered in Newport Beach and Downtown LA,
while professional and business services are clustered in Lake
Forest, Costa Mesa, Downtown LA and Santa Monica.
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FIGURE AX-4

Foreign-Owned Businesses in the Southern California Region: France

FIGURE AX-5

Foreign-Owned Businesses in the Southern California Region: Canada

FIGURE AX-6

Foreign-Owned Businesses in the Southern California Region: Manufacturing
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FIGURE AX-10

Foreign-Owned Businesses in the Southern California Region: Professional/Business Services

FIGURE AX-1

Foreign-Owned Businesses Entering the Southern California Region in 2017

FIGURE AX-12

Foreign-Owned Businesses Leaving the Southern California Region in 2017
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Professional, Scientific, and Technical Services; Administrative

Professional and Business Services ) ~_ Support; Waste Management and Remediation Services; Management
Spatial agglomeration refers to the clustering of firms within =~ ¢ Co,hﬂﬁgggnda Switzarland. When measure in terms of the
a particular location. Firms locate nearby one another - for number of employees, firms from Sweden, China, and Switzerland
example car dealerships, jewelry or fashion districts, or show the highest levels in Southern California.
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ROBiEMMARFHAB T origin. PubliqAYRiRiRY@f i pacts on economic development and growth than

For industries with-atarge-number-of firms; Financiat-Services——spatiataggtomeration-based-oncountry-of origin-—Thesefindings

and Pyofessieratand Rrsingss,2abregsatigthe industries 2.65 suggest that Southern California might have more to offer to
with the highest level of spatial agglomeration. When spatial prospective FOEs than has been previously identified in the

agglomeration is measured with respect to the number of firms, academic literature.
Korea shows the highest levels in Southern California, followed
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