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I. Recent Economic Performance



CALIFORNIA’S JOB LOSS IS 
CONCENTRATED IN BAY AREA

Job Gain/Loss in California 1993-2004
SOURCE: CA Employment Development Department
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BAY AREA’S JOB LOSS IS CONCENTRATED
IN SAN JOSE AREA

% Job Loss by Area 2001-2004

SOURCE: CA Employment Development Department
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LOST 21% OF JOBS SINCE PEAK

Jobs, Santa Clara County 1993-2004
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FIRST QUARTER OF SIGNIFICANT JOB GAINS

Lost 13,400 jobs in most recent year. 
3,700 jobs were lost in July—the smallest July job loss in 4 years.

Source:  Employment Development Department
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UNEMPLOYMENT RATE KEEPS FALLING…

Source:  Employment Development Department

Unemployment Rate

55,500 county residents, including 33,220 San Jose residents,
are “officially” unemployed

The most recent monthly 2004 figures “July” reflect the EDD’s preliminary estimate of jobs. June figures will become official with the release of the August 2004 figures.  All figures prior to 
July 2004 reflect official numbers.
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…PRIMARILY BECAUSE LABOR FORCE DECLINED

Source:  Employment Development Department

From Q1 2001 to Q2 2004, Labor Force in
San Jose Area Declined by 148,000
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NET MIGRATION TURNED NEGATIVE, BUT 
RESIDENT POPULATION STILL INCREASED

Net Population Change Santa Clara County, 2001-2003
Source: CA Department of Finance
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SAN JOSE GAINED THE MOST POPULATION
DURING DOWNTURN
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OCCUPATIONAL GAINS AND LOSES

Occupations that Gained

•Business and Financial Operations

•Management Analysts

•Personal Care and Service 

•Recreation Workers

Occupations that Lost

Transportation and Material Moving

•Laborers, Bus Drivers, Light Truck Drivers

•Computer and Mathematical Occupations

•Computer Programmers, Software Engineers

•Computer Support Specialists

Source: Employment Development Department 

Occupational Change 2001-2003



WORST IS OVER, BUT NOT 
OUT OF THE WOODS YET

• Since January, region’s business confidence 
fell from 72% to 69% (April 04) to 59% (July 
04)

• 59% of Bay Area companies expect no 
hiring in the next months

• Nearly 1/3 have seriously considered 
moving at least some of their operations out 
of the region

Source:  Bay Area Council



VALLEY’S VACANCY RATE FALLS IN Q2

Source:  Colliers Parrish 2nd Quarter 2004
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SAN JOSE VACANCY RATES ARE 
SIMILAR TO THE PENINSULA

Source:  BT Commercial, 2nd Quarter 2004

Office R&D Manufacturing
Redwood City 44.6% 33.6% 6.0%
Palo Alto 13.6% 20.1% 4.0%
Mountain View 15.3% 21.9% 6.1%
North San Jose 14.4% 22.3% 9.9%
Downtown San Jose 17.3% N/A N/A
South San Jose 5.6% 22.3% 4.2%

Office Space reflects Class A, Class B, Class C and suburban garden office buildings over 10,000 sq ft.



VENTURE CAPITAL IS SLOW TO REBOUND
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Silicon Valley Venture Capital Investment
Source: PricewaterhouseCoopers/Venture Economics/National Venture Capital Association MoneyTree™ Survey



HOTEL VACANCY REMAINS WELL UNDER 50%

Source: San Jose Convention & Visitors Bureau
*New Marriott Hotel added July 2003

Hotel Occupancy, San Jose
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II. Factors That Affect Local Job Growth



FACTORS THAT AFFECT LOCAL JOB GROWTH

1. National Economy

2. Productivity Trends

3. Regional Competitiveness and 
Capabilities

4. San Jose’s Attractiveness



1. National Economy



SLOWEST RECOVERY SINCE DEPRESSION ERA

State and local policies cannot overcome negative
effects of slow national economic growth

Percent Change in U.S. Jobs 37 Months After Recession Starts
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2. Productivity Trends



US PRODUCTIVITY CONTINUED TO GROW 
THROUGH RECESSION

US Productivity Growth
Source: Bureau of Labor Statistics
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LOCAL VALUE-ADDED PER EMPLOYEE 
IS DOUBLE THE NATION, INCREASING
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PRODUCTIVITY GROWTH IS MAIN FACTOR IN 
“JOBLESS” RECOVERY

• One percentage point of annual productivity 
growth eliminates about 1.3 million jobs.

• By contrast, researchers estimate 
outsourcing “cost” the U.S. about 300,000 
jobs in last 3 years.

Source: Business Week



3. Regional Competitiveness and Capabilities



OUTWARD-ORIENTED INDUSTRIES 
DRIVE THE ECONOMY, CHOOSE REGIONS
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Business/Technical Services
Transportation/Airport
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Because they bring outside dollars into the community, driving industries are the engines of 
the economy. Without healthy driving industries, the rest of the economy cannot prosper.

Domestic and Global 
Markets

Products/
Services

Share of Jobs:   33%
Avg. Wage:        $82,000

Share of Jobs:   10%
Avg. Wage:       $65,000

Share of Jobs:  57%
Avg. Wage:       $42,000



OUR REGION’S ATTRACTIVENESS

Source: AT Kearney

• Cost advantages

• Rising technical 
capabilities

• Stronger market 
growth

• “Sophisticated” 
regional 
capabilities

• Concentration of 
customers, 
partners

• Distinct quality
of life

Pull Factors

to national/global 
alternatives

Pull Factors

to the region



OUR REGION’S SPECIALIZED CAPABILITIES

Idea generation/Market development
New business creation
Global business leadership
Advanced technology research
Cross-disciplinary innovation



SILICON VALLEY CONTINUES TO RECEIVE 1/3 
OF ALL VENTURE FUNDING

Venture Capital Investment
Source: PricewaterhouseCoopers/Venture Economics/National Venture Capital Association MoneyTree™ Survey
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…BUT SAN JOSE HAS SMALL SHARE OF
REGION’S VENTURE-BACKED COMPANIES

Source:  Mercury News, Silicon valley.com

San Jose Silicon Valley

2nd Quarter 2004 24
(10%)

230

193

213

1st Quarter 2004

4th Quarter 2003 16
(8%)

8
(4%)

San Jose has 31% of Silicon Valley jobs
and 39% of residents



GLOBAL BUSINESS LEADERSHIP

Source: AT Kearney
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GLOBAL NETWORK OF
INTERCONNECTED REGIONS
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HIGH COST REGIONS MUST COMPETE
ON INNOVATION

“You can improve your cost by 50% by going
to other places. But, you can improve 
your return by 100 or 200% through innovation.
That’s the basis of Silicon Valley”

Aart de Geus
Chairman & CEO, 
Synopsys



POWERFUL RESEARCH AND INNOVATION INFRASTRUCTURE

CITRIS
E.O. Lawrence Berkeley National Lab
University of California, Berkeley

Sandia National Lab
Lawrence Livermore National Lab

Carnegie Mellon University West
Electric Power Research Institute
NASA Ames Research Center

San Jose State University
IBM/ Almaden Research Center

Stanford Linear Accelerator Center
Stanford University
Stanford Bio X Center

ADVANCED TECHNOLOGY RESEARCH



CROSS-DISCIPLINARY INNOVATION

INFO TECH
Hardware

Software

Communications

BIO TECH
Pharmaceuticals

Diagnostics

Research/Info

Tools Industrial

NANO TECH
Electrical 

Structural

Biomedical

Energy & Environment

Genomics

Bioinformatics

Proteomics

Biosensors

Biochips
Nanodevices
Nanosensors

Nanoelectronics

Bioelectronics
Microfluidics

Nanobiotechnology
Drug Delivery



SILICON VALLEY WILL REMAIN START-UP 
CENTER, BUT NOT CAPTURE BULK OF 

EXPANSION JOBS

Source: AT Kearney

THE BUSINESS LIFECYCLE AND REGIONAL CAPABILITIES

IDEA GENERATION/
CONCEPTUALIZATION

STARTUP/
BUSINESS LAUCH

SCALE/
GROW BUSINESS

SUSTAIN/
MANAGE

Concept and Market Development

Product and Process Enhancement

Mass Production

Back Office Operations

Global Virtual Integrated Business Management

Cross-disciplinary Research

Research in Advanced Technologies

Entrepreneurship/New Business Creation Region’s
Competitive 
Capabilities

Region’s
Challenges



4. San Jose’s Attractiveness



SUCCESS FACTORS FROM THE COMMUNITY

WORLD CLASS PLACE

Variety of quality neighborhoods, housing

Vibrant downtown and commercial
centers

Outdoor recreation and environmental quality

Distinctive arts, culture and entertainment

Compelling community identity

EXCEPTIONAL WORKFORCE

Technical, entrepreneurial, & creative talent

Educated, learning-oriented people

Higher education and training opportunities

Civic infrastructure for economic participation 
and well-being

Quality pre-K through 12

EFFICIENT BUSINESS
ENVIRONMENT

Timely, transparent regulatory procedures

First-rate public infrastructure and services

Appropriate land and facilities

Responsive capable government

Public finance system aligned with service 
demand

HABIT FOR INNOVATION 

Innovation assets and networks

Entrepreneurial vitality

Anchor, headquarters companies

Policies and initiatives that enable evolution of 
economic base

Support for small business, self-employed

COLLABORATIVE LEADERSHIP 

Cross sector team

Openness to new ideas and people

Long-term perspective 

Vigilance about competition

Regional collaboration



ADAPT TO CONSTANT, UNPREDICTABLE CHANGE

Dynamism will only increase.  
Our community's ultimate advantage must be adaptation.

Our World Our Response

“Creative
Destruction”

Uncertainty
Increased
Volatility

Flexibility

Lifelong
Learning

Creativity

Support



III. City Revenue Performance



57% OF GENERAL FUND REVENUE 
RELATES DIRECTLY TO BUILDINGS AND 

THEIR OCCUPANCY

Makeup of San Jose’s General Fund
Source: City of San Jose, Budget Office 2003-2004, Adopted
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• Other
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• Carryover -
Transfers/Loans

Property Tax
13%
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9%
Utility Tax
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Fees
5%

Transient 
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Tax
1%

Sales Tax
18%

Miscellaneous
43%



SAN JOSE’S SALES TAX BASE

Source:  MBIA Muniserices, Benchmark Year, 1st Qrt 2004

Consumer Sales 
Food Products (13%)

Transportation (24%)

General Retail (26%)

Business to 
Business

26%

Consumer 
Sales
63%

Construction
10%

Miscellaneous
1%

2003-2004 Total: $107 Million



Source: MBIA Muniservices, Benchmark Year

Breakdown of Sales Tax by Category

BUSINESS TO BUSINESS TAX PLUMMETS WHILE 
CONSUMER SALES TAX STAGNATES
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SAN JOSE’S CONSUMER SALES TAX PER 
CAPITA IS BELOW THE STATE

Source:  MBIA Muniserices

% Sales Tax Revenue, Per Capita, Benchmark Year
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A DYNAMIC, COMPETITIVE SITUATION

In 2004-2005, San Jose will lose at least 
$1.4 million due to car dealership 
relocations to nearby cities

In 2003-2004, new dealerships added
$750,000 to San Jose’s sales tax base.


	LOST 21% OF JOBS SINCE PEAK
	UNEMPLOYMENT RATE KEEPS FALLING…
	…PRIMARILY BECAUSE LABOR FORCE DECLINED
	VALLEY’S VACANCY RATE FALLS IN Q2
	SAN JOSE VACANCY RATES ARE SIMILAR TO THE PENINSULA
	VENTURE CAPITAL IS SLOW TO REBOUND
	HOTEL VACANCY REMAINS WELL UNDER 50%
	LOCAL VALUE-ADDED PER EMPLOYEE IS DOUBLE THE NATION, INCREASING
	PRODUCTIVITY GROWTH IS MAIN FACTOR IN “JOBLESS” RECOVERY
	OUTWARD-ORIENTED INDUSTRIES DRIVE THE ECONOMY, CHOOSE REGIONS
	OUR REGION’S ATTRACTIVENESS
	OUR REGION’S SPECIALIZED CAPABILITIES
	SILICON VALLEY CONTINUES TO RECEIVE 1/3 OF ALL VENTURE FUNDING
	…BUT SAN JOSE HAS SMALL SHARE OFREGION’S VENTURE-BACKED COMPANIES
	GLOBAL BUSINESS LEADERSHIP
	POWERFUL RESEARCH AND INNOVATION INFRASTRUCTURE
	CROSS-DISCIPLINARY INNOVATION
	SILICON VALLEY WILL REMAIN START-UP CENTER, BUT NOT CAPTURE BULK OF EXPANSION JOBS
	SUCCESS FACTORS FROM THE COMMUNITY
	Makeup of San Jose’s General Fund
	BUSINESS TO BUSINESS TAX PLUMMETS WHILE CONSUMER SALES TAX STAGNATES
	SAN JOSE’S CONSUMER SALES TAX PER CAPITA IS BELOW THE STATE
	A DYNAMIC, COMPETITIVE SITUATION

