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OFFSHORING JOBS AND THE NORTH COAST

SHUTTERED: Metal-fx, a fabrication company that once had 600 employees and $50 million in revenues, has
closed two of its four buildings in Willits following the loss of its two biggest high-tech customers, Cisco Systems
and Agilent. Both companies have moved production to Asia. Metal-fx now has 160 employees.

Ripple effect hits home
THE DEPARTURE OF HIGH-TECH JOBS HURTING SMALL BUSINESSES ACROSS NORTH COAST
NEARING
$1 BILLION

By JEREMY HAY
THE PRESS DEMOCRAT

O

n a sunny winter Thursday in 2002, at a factory on
the bank of Santa Rosa
Creek, the world’s swiftly
changing economy caught up to Gerard Cheney.
It was Jan. 31, and he was working
at Jetronics Co. on a dead-end lane
near Railroad Square, using a micrometer to measure the spacing
where wires are inserted into brass
fittings.
Elsewhere that day, it was globalization under a looking glass.
At the Waldorf-Astoria hotel in
New York, 3,000 of the world’s political and business elite reviewed the
global economy’s prospects at the
World Economic Forum, while in
the city’s streets, union members
demonstrated against the use of lowwage foreign workers.
In Porto Alegre, Brazil, 14,000 people from around the world met at the
World Social Forum to discuss ways
to resist the tide of global capitalism.
And in Santa Rosa, near midday,
Cheney and about a dozen other
Jetronics workers — most of whom
earned from $10 to $20 an hour —
were being asked up to a secondfloor conference room.
There, Steve Vallarino, Jetronics’
president, and Linda Beyce, the human resources manager, delivered
the news that Cheney had expected
but hoped against.
The company, which for 30 years
has made cables and other equipment for Hewlett-Packard and then
Agilent Technologies, was hemorrhaging money as Agilent moved its
Sonoma County manufacturing operations abroad, taking with it millions in Jetronics’ revenues.
It was the last day for Cheney,
who cracks quick jokes, has a bad
back and a metal hip joint, and has
lived 52 of his 53 years in Sonoma
County. His time was done at the
company that paid him a wage he
could live on and from where he had
hoped to retire.
He is one of 60 Jetronics workers
pushed out of work because Agilent,
in the strategy known as offshoring,
began shifting production of its hightech test and measurement equipment from Santa Rosa and Rohnert
Park to its factories in Malaysia.
Formerly a roofer and a school
bus driver, Cheney had been at
Jetronics for nearly five years. The
company made a workstation to accommodate his bad back and hip. A
high-school dropout, he had cash in
the bank and hoped to buy a home.
“I walked out of that room and I
thought about it, and I broke into
tears,” he said. “I just didn’t know
how to react.”
Unlike workers laid off by Agilent
and other companies that have
moved operations overseas, Cheney
isn’t considered by the government
to have lost his job to offshoring.
As a result, he didn’t get the federal retraining and extended unemployment benefits that nearly 3,000
other Sonoma County workers have
qualified for since 2000.
Cheney and his former Jetronics
co-workers are among many hundreds, perhaps thousands, of North
Coast workers — from auto mechanics to machine operators to laundry
workers — who have paid a less-visible price as the companies with
whom their employers do business
turn overseas for cheaper labor.
“It’s pretty simple, the less people

OFFSHORING
$949 million: Represents
Sonoma County’s lost
output from 2,202
high-tech manufacturing
jobs since 2000 and the
potential ripple effect
through the economy.
5,685: Jobs lost includes
the original 2,202 plus
3,483 more from the
ripple effect.
$301 million: Loss in
labor income.
26 months: Recovery
delayed during recession
from March 2001 to April
2003.
JOBS LOST
Announced shifts of work
overseas since 2000.
700: Agilent Technologies
to Penang, Malaysia.
935: Medtronic Inc. to
Mexico and Ireland
412: Sola International
Inc. to Mexico, Brazil and
China
120: Komag Material
Technology to Borneo,
Malaysia.
35: Boericke & Tafel to
Mexico
FEDERAL BENEFITS
2,992: Sonoma County
workers who have
qualified for Federal Trade
Adjustment Assistance,
provided to workers
whose jobs went abroad
or were eliminated
because of foreign trade
competition.
RECESSION
196,700: Peak wage and
salary jobs, 2001
184,700: Jobs this year
11,900: Jobs lost; 6,100
in manufacturing.
$493 million: Annual
wages lost, based on
average wage of $41,408
for jobs lost.
WAGE TRENDS
Photos by JOHN BURGESS / The Press Democrat

wearing our garments, the less revenue you’re making,” said Jerry Martin, vice president of marketing at
Prudential Overall Supply. The company provides uniforms and cleaning services to firms including Agilent, which has sent more than 700
production-related jobs to Malaysia.
At the Moxie Java cafe, on Southwest Boulevard in Rohnert Park,
owner Bob Herd said his Agilent
lunch crowd has gone from 20 to 30
people daily to one woman who
comes in Friday afternoons.
“I’ve never seen any of those people again,” Herd said.
TURN TO RIPPLE, PAGE 4

ABOVE: Gerard Cheney,
now working for Walton
Saw in Santa Rosa, was
one of 60 workers who
lost their jobs at Jetronics,
a Santa Rosa company
that contracted with
Agilent.
LEFT: After Agilent’s
Rohnert Park layoffs,
Moxie Java cafe suffered
a large loss of business.
Owner Bob Herd can no
longer afford to hire help
and now works alone.

“I walked out of that room and I thought about it, and I broke into tears.”
GERARD CHENEY, on losing his job at Jetronics

C M Y K

1999 to 2001: New jobs
paid about $650 more per
year than lost jobs, on
average.
Since 2001: New jobs
paid $1,400 less than lost
jobs.
Sources: California Employment Development Department, Sonoma State University
Center for Regional Economic
Analysis, U.S. Department of
Labor.
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SEARCHING FOR A SPARK: To compete with less-costly Chinese fabricators, Metal-fx in Willits uses new, state-of-the-art laser cutters to manufacture the back panel of a com
puter chassis.

In Willits, a company loses its customers
By JEREMY HAY

T

THE PRESS DEMOCRAT

he shift horn blares as loudly and
for as long as it ever did.
But it sounds in a factory that is
often still these days. Just a handful
of workers respond to its noontime call, and
it’s clear how badly this once-thriving company, founded in Willits in 1976, has been
hurt by the harsh new realities of the global
economy.
“We’re month to month,” said Keith Longenbach, chief financial officer of Metal-fx, a
metal fabrication firm that has been staggered as its two biggest high-tech customers
shifted manufacturing abroad.
In 1998, Cisco Systems, then Metal-fx’s largest customer, moved production from San
Jose to China. Since 2001, Agilent Technologies has taken its production in wave after
wave from Sonoma County to Malaysia.
In 1998, Metal-fx, which makes metal casings that house electronic components, had
$50 million in revenues, 600 employees and
six factories running around the clock —
four in Willits, two in the South Bay.
Today, revenues are $20 million and the
work force is down to 160 employees at two
plants.

Because the company hadn’t moved operations abroad, its laid-off workers were ruled
ineligible for federal retraining and unemployment benefits for workers displaced by
foreign competition.
The company has shut four of its plants;
the two that remain in Willits operate at a
third their capacity.
“At one point we would do 1,000 or 5,000
items,” Longenbach said. “Now what we do
is 10 prototypes. If it works, then we might
make 250, and then prepare to hand it off to
an overseas manufacturer.”
It’s been “traumatic,” said the former Marine, part of a management team hired in
2001 to try to save the company.
As part of its business with Metal-fx, Agilent orders $10,000 to $20,000 in parts a
month for its Malaysian factories. But that
work only underscores the marketplace’s
new uncertainties, Longenbach said.
“I think what they’ll do is, soon as they
can teach someone over there how to make
it, we’ll lose the business,” he said.
Just as the company’s name has changed
— in 2000, from Advanced Manufacturing &
Development — its direction has of necessity
shifted. Metal-fx has begun making kiosks
for ATMs, Internet access booths and ticketsales services. It builds the kiosks in Willits

and also installs the components, which it
imports from China.
It also builds Warmboards, wafer-thin aluminum panels that are laced with electric elements and installed in floors to provide heating.
“Without the kiosks and the radiant-floor
heating it would have been difficult” to survive, said company president Gordon Short.
His office walls are papered with financial
charts, motivational slogans and diagrams
of management theory. He pointed out one
that illustrates a triangle of interests corporate managers must serve.
“I have to do what’s best for those three
groups of people — shareholders, customers
and employees,” he said. “If you get any one
of those out of balance there’s going to be a
problem.”
How has that balancing act gone in the last
few tumultuous years?
“If I was honest with myself, because of
the circumstances the company’s gone
through, the employees probably have . . .
had the short end of that stick,” Short said.
It’s been three years since the company
gave raises to its workers, while asking
them to work harder, faster and better.
“For every guy, you’ve got to get twice as
much out of every single person,” said Scott

Agilent layoffs take
toll at auto shop
By JEREMY HAY
THE PRESS DEMOCRAT

M

ark Winkler scraped
and borrowed to get
the $250,000 to buy an
All-Tune & Lube auto
repair franchise. It was a good investment, he figured, because of
its strategic location about a mile
from Agilent’s Rohnert Park manufacturing plant where nearly
1,600 people went to work daily.
“That was one of the selling
points when we went in here,”
said Winkler, 36. He even offered
Agilent employees 10 percent off
their tune-ups at his shop on
Rohnert Park’s Southwest Boulevard.
A Windsor resident with two
children, he’d worked for other
people as an automotive technician for 15 years. Today, two-and-ahalf years after opening his business, Winkler’s dream of running
his own shop is becoming an example of ways that offshoring jobs
has disrupted Sonoma County’s
economic and social life.
With layoffs at Agilent taking
their continued toll, Winkler laid
off three mechanics and a manager. Janet Winkler quit her steak
house waitress job to help keep AllTune open.
This February, Agilent said it
would shut the entire Rohnert

Shaler, 41, lead worker on an assembly line
producing arcade video-game kiosks.
He had thought he’d be a supervisor by his
age, behind a desk, perhaps.
Instead, “you’re out on the floor climbing
around, being part of the group,” he said. “If
you’re not in there doing work, then you’re
not cost efficient.”
Late one morning, Terry Parker, alone in
his area of the plant floor, printed product details on finger-long tubes for Agilent components.
“It’s tough,” said Parker, 42. After 12 years
at the company, he makes $16.54 an hour
plus benefits.
“I don’t know how some of these people
make it,” he said. New hires start at $8 an
hour.
Standing outside the factory’s loading
doors, Shaler said the blue-collar workers
with whom he spends his days view each other and their roles in a different light.
“Back in the old days, you always used to
point at the one guy who was, say, a kiss ass,
and ‘ooh, a company man.’ Well, we all are
now, because we need to be,” he said.
“Every man in here, other than maybe a
few new people, is out for the company first.
If they’re not, you don’t have room for them
anymore.”

RIPPLE: High-tech job

loss echoes across
North Coast economy

Park plant, moving what remained of its operations to Santa
Rosa.
All-Tune’s business is down 23
percent from a year ago, and the
Winklers are losing between
$12,000 and $15,000 a month, said
Janet Winkler, 43.
They work six days a week and
have canceled vacation plans.
They take separate days off to cover for the laid-off manager. They
rarely eat out.
Mark Winkler umpires less often in their son’s Little League,
and rarely volunteers for the community activities organized by his
Knights of Columbus group.
“We miss Mark; there’s always
a lot to do and we need the young
guys,” said Bill Murray, 75, treasurer of the Windsor Knights
chapter.
“We see him at Mass on Sundays and bug him a bit. ‘When are
we going to see you?’ ” Murray
said. “But he hasn’t been able to
come around.”
The Winklers aren’t impressed
by mainstream economic theory,
which holds that offshoring increases profits, generates investments in research and lowers the
price of products for consumers.
“Going overseas, it’s just taking
away from Americans, taking
away from all of us,” Janet Winkler said.

CONTINUED FROM PAGE 3

RUNNING ON EMPTY: Janet and Mark Winkler say business at
their Rohnert Park auto repair shop All-Tune & Lube, which is about
a mile from Agilent’s mostly empty Rohnert Park manufacturing
plant, is down 23 percent from a year ago.

C M Y K

At privately held Jetronics, revenues dropped
by half since 2000, to about $4 million early this
year, Vallarino said. Of the 85 people he has laid off
since the economy entered recession in 2001, 60
were due directly to Agilent’s sending jobs offshore, he said.
“It’s a communitywide problem and few industries are immune to these shocks,” said Sonoma
State University economist Robert Eyler, whose
analysis for The Press Democrat showed the billiondollar impact to the county’s economy of losing
2,202 manufacturing jobs to foreign competition.
Today, Jetronics’ Vallerino works 75 hours a
week to keep the company going. He hopes to bring
the company back to its 2000 size — $8 million in
revenues — in two years, and recoils at the idea
that moving his production abroad might be a faster path to profitability.
“Well, does that mean taking everybody that
lives here and moving over there?” he said. He answered his own question: “That means firing everybody over here and going over there and hiring
everybody and training them.”
Still, the marketplace will not let up, said Andy
Gravelle, Jetronics vice president of business development: “There’s certain labor-intensive processes that, I hate to say it, might be suitable for
Mexico, on the medium-value stuff. Our market is
just so, so competitive out there.”
Today, Gerard Cheney sells knives and sharpens
chisels and other tool blades at Walton Saw, a
small store on Yolanda Avenue in Santa Rosa.
It took him 18 months to find work that paid
close to the $10.65 an hour he earned at Jetronics.
He works part time, six days a week. He studies for
a high school equivalency diploma.
He enjoys his new job, he said, “but I’ll tell you
what, I miss working at Jetronics.”
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FINE-TUNING HIS BUSINESS:Rob Turner has been making pickups to amplify guitars at EMG Inc. in Santa Rosa since 1978. All future production will be moved overseas except for the mo
st high-end products.

Locals grow abroad
SMALL SONOMA COUNTY COMPANIES SEARCH FOR CHEAP LABOR OVERSEAS
By JEREMY HAY
THE PRESS DEMOCRAT

G

lobalization’s largest headlines
have sprung from multinational U.S. corporations, such as
Agilent Technologies and Medtronic Inc., that have moved thousands
of production and, to a lesser extent, engineering jobs abroad in search of cheaper
labor and access to growing markets.
But another, quieter act in the drama
of capitalism has gone forward at the
same time.
Small businesses, with varying degrees of speed and vigor, also have
stepped into the global economy looking
for a competitive advantage in an increasingly unforgiving marketplace.
If their strategies prove fruitful — as
they so far seem to — that development
may eventually become an equally important influence in Sonoma County, where
60 percent of businesses have 49 employees or fewer, and about 30 percent have
fewer than nine. The actual number of
small businesses that have outsourced
work is not known.
“As soon as that small-business owner
notices they’re losing business to a competitor, if they’re smart, they’ll start asking themselves and their customers
why,” said Toby Tyler, a Petaluma economist who studies the county’s economy.
Already, working in industries as different from one another as Shanghai is
from Santa Rosa, small businesses have
ridden the tide of technological, political
and economic changes that in a decade
have wrenched the world wide open as a
market for labor and customers.
For Rob Turner, who founded EMG
Inc. in Los Angeles in 1974 and moved it
to Santa Rosa in 1978, the economic imperative couldn’t be clearer.
“Put it this way,” he said. “After 20
years in the business, you find that the
growth you are experiencing is not making you any money, and that’s the bottom line.”
From his Coffey Lane factory, Turner
runs a $5 million company that designs
musical equipment and now builds it in
Santa Rosa, Mexico, China and South Korea.
Since 2000, he has shifted much of the
production of his musical pickups,
which transform instrument string vibrations into electrical pulses that can be
electronically amplified, to Guadalajara,
Mexico, and Shanghai, China. He’s also
expanded a 20-year-old licensing deal

with a South Korean factory.
In Santa Rosa, EMG has 40 assembly
workers paid a starting wage of about
$10 an hour and who concentrate on manufacturing his top-of-the-line, high-end
pickups.
His company has realized quick and
significant savings through its foreign
manufacturing strategy, Turner said.
From its Mexico production alone,
through labor costs about a tenth of
those in Santa Rosa, EMG has saved
about $800,000 in two years, he said.
His direction has been set.
“Our intention is not to grow in California anymore. It’s too expensive,” he
said. “Any growth we do is going to be
abroad.”
As fiercely as its pros and cons are still
debated, the move of manufacturing
work to foreign shores is by now a famil-

iar cycle in the U.S. economy.
But accountant Charlie Mayfield’s foray into offshoring signals a new and perhaps more controversial chapter in the
annals of globalization.
Across the city from EMG, in an office
in a two-story Queen Anne cottage on a
tree-lined block of Third Street, Mayfield, who also is an investment adviser,
has begun sending some clients’ tax returns via the Internet to Mumbai (formerly Bombay) for preparation by Indian accountants.
The work, involving a white-collar profession and sensitive private data, raises
dual questions of job security and privacy concerns.
Those questions are likely to grow as
technology infrastructure improves globally and foreign work forces become as
rich in high-skilled professionals as in

lower-skilled workers.
A slate of legislative proposals at both
the state and federal level would require
CPAs to disclose whether they use offshore tax preparation services, and accountants are carrying on their own heated debate.
“We feel we have more control when
it’s here and we’re not sending it to some
strange place,” said Bill Robotham, a
partner in Pisenti & Brinker, one of Sonoma County’s largest CPA firms.
He said the firm has no plans to have
returns done overseas but said the issue
is unlikely to go away soon.
Vendors of professional accounting
software are offering their CPA clients
the option of sending returns offshore,
and Robotham said he is regularly solicited by American firms that specialize in
TURN TO ABROAD, PAGE 5

A BIG RETURN: Santa Rosa accountant Charlie Mayfield began sending clients’ taxes to Mumbai, India, through a Southern California tax preparation company.

“Our intention is not to grow in California anymore, it’s too expensive.
Any growth we do is going to be abroad.”
ROB TURNER, EMG Inc. in Santa Rosa

C M Y K
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Web company follows big-business model
By JEREMY HAY
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rom her small office near
downtown Santa Rosa, where
she shares a front door with an
electrologist and a career counselor, Jenifer Levini oversees a network of subcontractors from Ukiah to
India and Argentina creating Web
sites and marketing campaigns.
Levini, who last May moved her
8-year-old company, Web Presence,
from a spare bedroom into an Orchard
Street office, started outsourcing her
work in 2001. Web site developers were
failing in the shakeout following the
dot-com crash; Agilent Technologies
was announcing its first layoffs and
shipping jobs to Malaysia.
“I saw big businesses sending work
offshore and even though we’re a
small company . . . I still watch the
trends,” she said. “Because if it’s a

PRESENCE
ACROSS GLOBE:
Jenifer Levini,
president of Web
Presence in Santa
Rosa, passes on her
outsourcing savings
by offering clients a
cheaper rate for Web
sites designed
overseas. Levini works
with subcontractors
from Romania to
Argentina.

good idea it should be scaleable. If HP
can do it, why can’t Web Presence do
it?”
Two years after she first hired a laidoff IBM manager in Argentina to work
on a marketing project for the Santa
Rosa City Schools District, Levini
works with about 20 subcontractors —
designers, software engineers, translators and database programmers — in
India, Romania, England and Argentina.
She also works with U.S. subcontractors from the Bay Area to Minnesota
to New Jersey, offering clients a choice
of domestic prices or offshore rates
that are about 50 percent less.
“I haven’t had to lay off any domestic workers in order to add offshore
staff,” she said. “I’ve just been able to
bring in so much more business with
lower prices and less competition.
“Our business model allowed us to
weather tough times.”

ABROAD: Future

of tax preparation
may be overseas
CONTINUED FROM PAGE 4

overseas tax preparation.
“It’s a controversial area that is dividing the profession,” said Mayfield,
an accountant for 24 years.
He argues that while security concerns should be paramount, computer
systems can be breached — and protected — equally from any location.
The competitive pressures of a business revolving around intensely compressed tax seasons are heightened by
tax codes and laws that grow more
complex yearly, requiring greater efforts to stay on top of the field, said
Mayfield, who works chiefly with individuals and small business clients.
“That’s why India is evolving. And
increasingly India is going to come in
and present competitive pressures to
CPAs in this country,” he said.
“Because what’s going to happen is
when people go to see their CPA
they’re going to ask two things,” he
said: “How much is it costing to get my
taxes done, and how quickly will you
get them done?”
In 2003, 10 days before an Oct. 15 tax
deadline, a longtime client of Mayfield’s came in with a complicated return that included 20 investment partnership annual reports.
It was work he does routinely, but
time was short.
With his client’s approval, Mayfield
scanned the documents needed for the
return, then forwarded them to
SurePrep, a Newport Beach firm that
is a pioneer in the offshore tax preparation business.
SurePrep then sent the digital files
to Mumbai, where accountants trained
in U.S. tax law processed them.
“The next morning when I came in
the entire return was done,” said Mayfield. “I went over that return and all
the spreadsheets and everything tied
up, to the number.”
SurePrep, with 340 clients nationwide and 24 in the Bay Area, had 22,000
tax returns prepared in India this
year, up from 5,500 a year ago, said the
company’s founder, Dave Wyle.
Mayfield concedes the sensitivity of
the issue, but predicts that in five
years, 40 percent of the county’s accounting firms will have begun to send
at least some work abroad.
“It’s just a matter of time,” he said.
“Sure, clients are not thrilled with
work going offshore. Most of them
have reservations still. But I think that
will change in the next couple of years
as more shops come in cutting costs
and turnaround times.”

Photos by JOHN BURGESS / The Press Democrat

THE TOTAL PACKAGE: Rich Molkenbuhr of Molkenbuhr Enterprises Inc. stands among millions of metal fasteners in his Santa Rosa warehouse on North Dutton Avenue.

Ahead of the changing tide
His $10 million company, Molkenbuhr Enterprises Inc., makes and distributes screws and other fastening derom a low-slung office park vices and counts Hewlett-Packard and
building on North Dutton Ave- Agilent among its biggest customers.
nue in Santa Rosa, Rich MolkMolkenbuhr watched consumer elecenbuhr has successfully tied
the future of his screw and fastener tronics and semiconductor assembly
company to the increasing multination- shift abroad in the late 1980s. “I saw
al presence of companies like Agilent the handwriting on the wall,” he said.

By JEREMY HAY
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Technologies.
In the fierce economic downturn
since 2001, Molkenbuhr found that his
business abroad became a source of stability and even growth.

He obtained exclusive rights to
screw patterns that are critical to the
manufacture of high-tech equipment.
The strategy was “to make like a tick
and, basically, make myself impossible

C M Y K

to remove,” he said.
Now 95 percent of his business is
overseas, and as Agilent hires other
foreign subcontractors to perform its
assembly work in Malaysia and elsewhere abroad, Molkenbuhr is in a position to supply those companies too.
His company, with about 30 employees, grew by 25 to 30 percent through
the overseas presence he cultivated
through Agilent and businesses like it,
he said.
“It’s proved to be kind of a boon to
us,” he said.

HOLDING A BUSINESS TOGETHER:
At EMG Inc. in Santa Rosa, epoxy is applied to
pickups used to amplify guitars. The company
has shifted much of its production abroad,
including to Mexico, China and South Korea.

