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with a bang but with an implosion, as the high-

tech bust destroyed billions in dot-com wealth
and plunged the entire region, tech and non-tech alike,
into a deep decline. It wasn't until 2006-07 that Silicon
Valley workers began to see a return to normality in
job markets and wages. But just then, the national
housing bust hit, followed hard on its heels by the
financial crisis, erasing all the gains made during the
recovery and then some. Working families in Silicon
Valley have had a tough decade - to say the least.

Allegedly, the latest recession is over and the
national economy is now in recovery. But as our
communities and the nation emerge to try to pick
up the pieces left by the deepest U.S. recession since
1929, the question from many quarters is: what kind
of recovery are we seeing?

Global trade volumes are projected to rebound in
2010, but unemployment for U.S. workers is expected
to remain in double digits®. Banks are back to record
profits’, but small businesses cannot get credit*. Stock
markets are rising®, but our communities are being

F or Silicon Valley, the new century kicked oft not

This is a call for all of us to think and act outside
our comfort zones. To make the new economy
different, we need to take the best from all sides.

devastated by ever-greater state and local budget cuts®.
The global economy may be coming back to normal,
but where is the comeback for Main Street USA?

What is needed for a real recovery? To move the
economy in a direction that generates jobs, income
and a future for our communities, we need to make
conscious choices with these aims in mind. Inaction or
adherence to the status quo will trap us in the current
downspiraling trend.

Yet inaction and gridlock now seem to be the
rule rather than the exception. Growing economic
insecurity, shrinking middle class opportunity and
rapidly shifting markets have produced a crisis in the
country that goes beyond finances: it has impacted
the American spirit. People are afraid, as they feel
the ground shifting below their feet without knowing
the cause. Searching for the source of this economic
earthquake, fingers are increasingly being pointed at
anyone available: immigrants, China, big government,
big business.

We're asking people to stop pointing and take a
hard look at the factors underlying this economic shift
and what it would take to transform those factors to
regrow a strong economy at home. The latest crisis is
an opportunity to have these deeper conversations - to
rethink how our economy works and set a new course.

Getting to those conversations won't be easy. The
response to the current crisis has largely been to dig
in even deeper to status quo beliefs and orthodoxies,
miring the state and the nation in a perpetual us-
versus-them gridlock.

This is a call for all of us to think and act outside
our comfort zones. To make the new economy different,
we need to take the best from all sides. A laissez-faire
economic approach that provides only those regulations
and government supports that are favorable to business
does not - as we have now clearly seen - produce
either broad opportunity or sustainable growth. On
the other hand, government intervention cannot be
the solution to all our economic woes; a strong private
sector must be a primary driver of growth.

What would it mean to take the best from all sides?
For example: everyone in the vicinity of the recently-
closed NUMMI auto plant agrees that the 25,000-
plus job losses predicted to result from the closing
are a devastating blow that must be addressed. But
jurisdictional boundaries and conflicting interests
threaten to impede any concrete action. What if all
of Silicon Valley, the Bay Area and the Central Valley
- including the three Boards of Supervisors of the
affected counties — could come together around our
common interest in restoring these jobs lost, and use
all available resources and ideas to develop a plan that
will restore manufacturing jobs at NUMMI?

Unless we can climb out of our respective silos to
work out ways to deal with the recession’s underlying
causes, the path to a real recovery will never be built.
The state of California, in particular, is crippled by not
just a vacuum of leadership, but a vacuum of ideas
that can be promoted for the common good. We need
leaders and policies that will move us forward to a more
stable community through a more stable economy.

I hope that the information and ideas provided in
LIVE 2010 can help spur courageous conversations
about building a recovery that works for all of us.

Cindy Chavez
Executive Director
Working Partnerships USA
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CHAPTER 1: MAKING A LIVING

The worst U.S. recession in seven decades has taken its toll on Silicon Valley. In what direction is the Valley
now headed?

Projections for employment and wage growth in Silicon Valley are discouraging. Even after emerging
from the recession, the region may face years of another jobless recovery, solidifying the trend begun in the
mid-2000s of economic expansion decoupled from substantial job growth.

The weak labor market coupled with an increase in the proportion of low-wage jobs has placed increasing
strain on household budgets, amplifying the “middle-class squeeze” Low-wage jobs further impose a public
cost as the already-stretched social safety net must also support families who work full-time but do not earn
enough to make ends meet; for instance, a “working poor” parent with two children earning $10/hour is
eligible for public assistance with children’s healthcare and food at a taxpayer cost of $15,572. If current trends
continue, lower living standards will impact a broad swath of Silicon Valley’s households, from the poorest all
the way through highly educated professionals.

Furthermore, the recession threatens to impose lasting damage to the financial health of working families
and small businesses, a phenomenon known as “economic scarring” For example, evidence demonstrates
that an incident of job and income loss for a parent can have a long-term negative impact on their children’s
educational achievement.®

Projections are not destiny - they are extrapolations from current conditions. Employment projections
for the Valley make clear that the status quo is unlikely to push the economy back on track towards shared
prosperity. New ideas and collaborations will be needed to rebuild an economy strong enough to generate the
jobs and incomes needed to maintain a strong middle class.

KEY FINDINGS

Jobs Lost: Silicon Valley lost 84,500 jobs in the recent recession, as local unemployment reached
a 60-year high. The worst losses were in the construction industry where employment fell 35%.

® Job Projections: Employment is not projected to regain its pre-recession level until Q2 of 2013.

* Declining Wages: In 2009, average weekly earnings for Silicon Valley workers showed no
growth - falling behind earnings in the state, and suggesting a small drop in real household
incomes for 2009.

e Low-Wage Work: An estimated 32% of all employed workers are paid $15/hr or less, an
inadequate wage to cover the basic cost of living for a family of four with both parents working.

® longTerm Job Loss: Net job growth over the past ten years was sharply negative, with two recessions
and weak growth in between averaging out fo a net annual employment decline of -1.8%.

e Self-Sufficiency: Taking into account all income sources, 22% of Santa Clara County households
fall below the basic self-sufficiency standard, meaning their income is too low to cover the basic
costs of living. The large majority (86%) are “working poor”.

®  Elder Economic Security: Nearly half of all Santa Clara County seniors (48.4%) are economically
insecure, with incomes too low to meet their basic needs without assistance.

*  Hardships: In 2009, local food banks and charities saw 20 to 40% more people seeking emergency
assistance. 12,377 Silicon Valley adults and youth were homeless at some point during the year,
with job loss the number one reported reason for homelessness.

CHAPTER 2: SEEKING SECURITY

Over the past three decades, a transformation of the nature of work in the United States, coupled with
changes in public policy, has resulted in a dramatic shift of risk: away from corporations and other large-scale
institutions, and onto individual families. Secure middle-class jobs that can support the average family are
disappearing, and the few jobs that the local economy is beginning to add to replace them are low-paying
and often temporary. To make matters worse, with unemployment in the double digits, even these dead-end
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jobs are hard to find. As of spring 2010, 40% of middle class Americans reported that they were struggling to
remain in the middle class.™*

Middle class financial and asset instability have been brought to the forefront of national attention with
the advent of the housing and foreclosure crisis. Homeownership is a hallmark of the American Dream, and
owning one’s own home has long been viewed as key to ensuring family stability and financial security. But
in the past two years, millions of American families have seen that dream disappear as their homes have been
lost to foreclosure.

American households’ total net worth declined by 16% in 2008 and 21% in 2009." This decline in household
wealth not only increases insecurity for individuals and families, but threatens to curtail economic growth:
lacking assets, households have less capacity to spend or invest.

KEY FINDINGS

Housing Market: In the past two and a half years, the median value of homes in the San Jose
metro area has fallen by 24.2%. Moderately priced homes were the hardest hit; homeowners in
the lowest-priced housing tier have, on average, lost all of their home's appreciation since 2000.
® Foreclosures: Foreclosures in Santa Clara County have broken records every year for the past four
years, with 15,118 notices of default filed in 2009, an increase of 481% compared to 2006.

®  Bankruptcies: Personal bankruptcies in Northern California were at an all4ime high in 2009,
up 160% since 2007.

¢ Unemployment: Long-term unemployment in California has more than doubled since 2007; in 2009,
an unprecedented 35% of all unemployed workers were out of work for more than six months.

e Underemployment: A total of 228,122 people—one out of every five Silicon Valley workers—were
underemployed in 2009, an 89% increase since 2007.

¢ Labor Force Utilization: A smaller percentage of Californians were working in 2009 than at any
time since 1977.

e Public Cost of Low-Wage Work: In Santa Clara County, a worker with two children who earns
$10/hour is eligible for public assistance worth $15,572 annually due to inadequate income,
despite having a full4ime job.

¢ Labor Unions: California workers who are represented by a union are 50% more likely to have
employer-provided health insurance and 96% more likely to have a retirement plan than non-
union workers, but total union membership declined in 2009.

e Public Assistance: As of January 2010, more than one out of every seven Santa Clara County
residents receives some form of public assistance. During the recession the number of people
receiving food stamps has jumped 53%.

CHAPTER 3: STAYING HEALTHY

Trends in children’s health coverage have been encouraging in recent years for Santa Clara County, as local
policy has helped expand access to quality public health insurance programs. However, funding limitations at the
federal, state, and local level continue to threaten the ongoing sustainability of these programs, especially in light
of the economic difficulties in the last two years which have greatly increased the demand for publicly supported
children’s health coverage. Recently passed comprehensive national health reform will provide some additional
funding for children’s health programs, but if California enacts the Governor’s proposed cuts to children’s health
coverage, it will lose access to this funding.

Although the most recent data on adult health insurance in Santa Clara County show overall rates holding
steady, declining trends in employer sponsored coverage are cause for alarm. Nationally, the rise in health care
costs and insurance premiums in recent years has caused employers to shift more costs to employees or drop
coverage altogether. More people have become uninsured and face obstacles to obtaining coverage in the private
market due to prohibitive costs or pre-existing conditions.

The recently passed national health care reform package will begin to address these issues by expanding Medi-
Cal, requiring individuals to hold health insurance, and offering subsidies to make it affordable. However, most of
these provisions do not take effect until 2014, making it critical that Santa Clara County maintain its health care
safety net to “bridge the gap” of the next four years. Beyond health insurance, further steps are needed to make
health care services accessible to all, and to address broader community health issues such as childhood obesity.
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KEY FINDINGS
Children’s Health Insurance: Through the efforts of the Santa Clara County Children’s Health
Initiative, enrollment in children’s public health programs grew for the ninth consecutive year,
from 142,345 kids in 2008 to 149,049 in 2009. The loss of state and private funding for these
programs threatens coverage for more than 39,120 children in the county.

e Adult Health Insurance: The number of uninsured adults in California jumped from 5.3 million
in 2007 to 6.8 million in 2009.

®  Health Care Costs: The annual cost to workers for job-based family health premiums has increased
130% since 2000.

® Health Care Reform: Beginning in 2014, federal health care reform will cover approximately
80% of California’s 6.5 million uninsured residents.

e Childhood Obesity: More than 1 in 4 children in Santa Clara County are either overweight or
obese.

e Adult Obesity: Overweight and obesity rates have climbed steadily among adults in Santa Clara
County since 2000; as of 2009, nearly 55% of residents ages 18 and older are considered
overweight or obese.

® Impact of Budget Cuts: Approximately 126,437 low-income adults in Santa Clara County,
including seniors and disabled residents, lost their dental benefits when funding for the Denti-Cal
program was cut.

®  Access to Care: The total hours that Valley Medical Center’s emergency room was forced to
divert ambulances to other hospitals increased 58%, from 603 total hours in 2008 up to 954
hours in 2009.

CHAPTER 4: BUILDING A COMMUNITY

The collapse of the housing bubble has wreaked havoc on the national and local economy. In Santa Clara
County, homeowners have collectively lost $76 billion in home equity since the bubble burst, leading to a
massive drop-off in consumer spending. Plummeting homes values have not been uniformly harmful; reduced
prices combined with federal tax credits and historically low interest rates increased affordability for first-time
home buyers to its highest level in many years. Still, the current state of the market indicates that Santa Clara
County’s housing slump is likely to continue in the years ahead.

Transportation infrastructure and access is also integral to community livability. The economic downturn
has come with serious repercussions for transportation in Santa Clara County. Recession-induced declines in
ridership combined with plummeting sales tax revenue and millions in diverted state transit funding have left
local public transit in dire financial straits, forcing major service cuts and increased fares. If the Santa Clara
Valley Transportation Authority (VTA) is forced to continue to rely on an eroding sales tax base for the vast
majority of its operating revenue, the future of public transit in Santa Clara County may be in serious jeopardy.

A final factor affecting community livability is public safety. Several key measures of public safety in Santa
Clara County have shown marked improvement in recent years: rates of violent crime, property crime, severe
traffic collisions, domestic violence and child abuse all declined in 2008.

KEY FINDINGS

® Rents: Average rents in Santa Clara County fell to their lowest level in three years, dropping
11.5% from $1,675 in fourth quarter 2008 to $1,482 in fourth quarter 2009.

® Home Sale Prices: Median prices for existing single family homes continued their downward
slide, dropping 21% from $668,000 in 2008 to $530,000 in 2009, the lowest median price
since 2001.

®  Housing Affordability: Paralleling the drop in home prices, affordability for firsttime homebuyers
increased in 2009, with 56% of potential firsttime buyers now able to afford the average entry-
level home, up from just 27% in 2007.

®  Transit Ridership: Transit ridership in Santa Clara County plummeted 6.5% in the first half of fiscal
year 2010, as rising unemployment combined with fare increases and service cuts reversed a
four-year upward trend.

LIFE IN THE VALLEY ECONOMY 2010
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e Transit Service: Bus and light rail service was cut 8% in January 2010, dropping transit service
to its lowest level this decade.

e Crime Rate: After six consecutive years of growth and a nearly 50% total increase from 2000
to 2006, property crime in Santa Clara County decreased 17% from 2006 to 2008, dropping
to 1,271 crimes per 100,000 residents.

®  Domestic Violence: In 2008, domestic violence-related calls for assistance in Santa Clara County
declined for the sixth straight year, marking an overall decrease of 29% since 2002.

CHAPTER 5: PURSUING THE DREAM

Education is one of the keys to economic security. Silicon Valley residents overall enjoy a high level of
education relative to much of the state. However, a substantial portion of the population has little or no formal
education beyond high school and is largely shut out of most well-paying careers.

As the state’s economy grows and changes, demand has grown for not just a highly educated workforce, but
a workforce with very specific and rapidly changing skills. However, the state and local educational systems
lack adequate resources to make higher education accessible, and those resources that do exist are often not
targeted to support the students who most need them.

With California already fifth from the bottom in state school spending per student, state budget cuts dealt
significant blows to K-12 education last year. Worse is expected in the upcoming year’s budget. Even harsher
blows being dealt to California’s public higher education system — once considered the best in the world - are
threatening to eliminate access to higher education for large portions of today’s students. In the face of ongoing
budget cuts, California’s colleges and universities are cutting classes, raising tuition and turning students away
in unprecedented numbers.

If this trend is not quickly reversed, its economic impacts will be felt for decades to come. Not only will
today’s students shut out of college be more likely to struggle financially throughout their lives, but lower
levels of education among the next generation would present a significant barrier to the Valley’s future as a
world capital of innovation.

KEY FINDINGS
High School Graduation Rate: The high school graduation rate has been falling steadily for five
years, from a 93% graduation rate in 2003 down to 82% in 2008.

e College-Going Rate: The college-going rate plunges, with just 36.5% of Santa Clara County’s
graduating high school class of 2008 going directly on to college. Compared to the Class of
2007's college-going rate of 52.5%, this is an unprecedented drop and by far the lowest rate
in the past two decades.

e Access to College: The extraordinarily low rate of college enrollment is due almost entirely to
graduates’ plummeting enrollment at community colleges, which went from receiving 19.5% of
all Santa Clara County graduating seniors in 2007 to just 7.0% in 2008. In 2010, not only do
community colleges face further budget squeezes, but the CSU system anticipates state funding
cuts will force it to turn away 45,000 eligible applicants.

e Cost of College: In 2009-10, the California State University system increased student fees by
28.9%. University of California fees rose 16.1%. Since 2003, the cost of attending a UC, CSU
or community college has more than doubled.

® Educational Attainment: Silicon Valley residents are more highly educated than the state or
national average; nevertheless, the majority of adults (age 25+) lack a four-year college degree.

e  Ethnic Disparities in Education: Wide disparities persist in educational attainment by ethnicity;
64% of Latino adults and 42% of Vietnamese adults have at most a high school diploma.

® Value of a College Degree: Santa Clara County workers with a bachelor’s degree earn three
times as much as workers without a high school diploma.

e  Career Opportunities: For 2006-2016, 58% of projected annual job openings in Santa Clara
County require no formal education beyond high school. More than half these lower-skilled job
openings pay less than a living wage.
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r I ~he 2010 edition of Life in the Valley Economy:
Silicon Valley Progress Report examines the
scarring left by the latest series of economic

crises and asks: what’s next?

In the past two years our nation has weathered the
Great Recession. The worst economic downturn since
1929 threw 8.4 million Americans out of work’ and
destroyed over $6 trillion in housing wealth,® with most
of the losses borne by working-class and middle-class
homeowners. In Silicon Valley, losses of nearly 90,000
jobs pushed the unemployment rate to a sixty-year
high. These assaults have left the economy - and the
communities that comprise it - with deep wounds.

We’re not out of the woods yet. The national
economy has stopped its headlong rush downward,
but the climb back up has barely begun. And while
stock markets may be recovering, for working families,
the recession is still taking its toll.

Something is wrong when monthly employment
reports showing a loss of 36,000 jobs lost are touted as
good news.” The latest projections show double-digit
unemployment through 2012."° The hemorrhage of
jobs has slowed to a trickle, but it is a long way from
recovering to the point of a job market that is strong
and healthy.

Even more than the nation, Silicon Valley faces
a rocky road ahead for working people and families.
The recession hit Silicon Valley later than much of the
rest of the country, due in part to the dominance of the
high-tech sector, which was not strongly impacted by
the initial wave of home foreclosures but suffered severe
declines following the crisis in the global financial
sector. In total, Silicon Valley has lost 9.4% of its job
base since June 2008, a deeper loss that the national
decline of 5.6%.

Amplifying these impacts was the poor condition of
the Silicon Valley job base prior to the recent recession.
The Valley never fully recovered from the devastating
effects of the dot-com bust on the tech-heavy region.
As a result, going into 2008 Silicon Valley was already
suffering from a jobs deficit, with 143,700 fewer jobs
than in January 2001 - leaving the region poorly
prepared to withstand a new downturn.

Santa Clara County - the heart of Silicon Valley -
has now lost all the jobs gained in the last recovery, and
is facing yet another jobless recovery. As detailed in the
following pages, the projected picture for Santa Clara

County in 2010 is not pretty. Critical signs include:

« Forecasts show zero or minimal net job growth in
2010. Employment is not projected to regain its
2008 pre-recession level until Q2 of 2013.

o One out of every five workers was unemployed or
underemployed in 2009, indicating a very large
pool of excess labor supply to work through
before unemployment falls to more normal levels,
accompanied by a deficiency in earnings that are
needed to drive the local economy.

« Job quality is declining; over the decade, as the
industry mix has shifted away from manufacturing
towards the service sector, those industries adding
jobs paid an average 9% less than those industries
losing jobs.

« During the recession, nominal average weekly
earnings fell by 2.0%, indicating that household
incomes after inflation will probably fall for the
year.

o Six percent of California employers say they are
“very likely” to drop health insurance coverage
entirely in 2010.

« Local food banks and charities saw 20 to 40% more
people seeking emergency assistance in 2009,
and expect need in 2010 to equal or exceed these
numbers.

o One in five Santa Clara County homes and more
than one third of all condos are now worth less
than the original purchase price. Home prices
remain 45% above the level predicted by historic
fundamentals based on rents, indicating that the
housing market may have further to fall.

o Foreclosures are predicted to continue at or near
the current record high rates as the second wave
of defaults on prime-rate mortgages hits.

Where do we go from here? The economy may
be stabilized, but it remains on life support, with
the American Recovery and Reinvestment Act, the
homebuyers’ tax credit, and other federal investments
providing significant boosts. Temporary stimulus can
keep the economy alive, but major intervention is
needed to restore it to full health.

Is Silicon Valley gearing up to lead the next
economic wave, or heading for anther bust? It depends
on what we do.

Many decisions now being made are moving in the
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opposite direction of what’s needed to restore health.
The very investments we urgently need to recover - in
infrastructure, in people, in our region’s future — are
being cut back.

The groundbreaking Children’s Health Initiative,
which has succeeded in extending health coverage to
97% of all kids in the county, is now facing funding
losses that would reverse those gains. The Governor’s
proposed 2010-11 state budget could completely
eliminate the CalWORKSs program, denying low-
income children the necessities needed to grow up
healthy and eliminating their parents’ ability to pursue
job training. Driven by state budget cuts, the City of
San Jose has reduced affordable housing funds to the
point where new affordable housing construction in
the city - essential for attracting and retaining a quality
workforce — will virtually freeze for the next five years.
The Valley Transportation Authority, faced with the
elimination of state funding and declining local sales
tax revenues, has cut transit service to its lowest level
this decade.

San Jose’s largest school district has raised class sizes
to 36 and is considering a 2010-11 budget that would
lay off 152 teachers and support staff, close down all
libraries and leave just one counselor for every 2,000
students. Finally, in a normal year half of the county’s
graduating high school seniors would go on to college,
most at a UC, CSU or California community college;
in 2009, cuts to higher education resulted in just over
one-third enrolling in college. Further cuts are planned
for 2010-11.

These choices, if carried through, will have major
consequences for the economy’s direction. A patient
deprived of adequate nourishment and shelter cannot
heal.

Silicon Valley’s prognosis depends on how we
choose to address the current challenges facing
working families. Each of these challenges threatens
the economy’s recovery, yet at the same time they offer
opportunities for rethinking and rebuilding something
better. The Solutions section of this report profiles
seven new ideas and fresh approaches being taken
by Silicon Valley communities in response to each
of these challenges. These initiatives are all local in
scope — much larger scales will be needed to tackle the
nation’s systemic ills — but they can provide models
for how to seize the opportunity for positive change.

Key challenges facing working families in Silicon Valley
and beyond include:

« Will we avoid slash and burn budgets that kill
jobs and devastate the economy?

Threat: Withdrawing state spending from the
economy has major direct and indirect effects.
The impact of state and local government spending
cuts is magnified because most of these dollars go
directly to services performed by state residents
and businesses, keeping the money circulating
within the state. For instance, economic models
show that every million dollars cut in California
from In-Home Supportive Services results in an
economy-wide impact of 216 jobs lost.!* If the
state of California were to solve its 2010 budget
shortfall entirely with budget cuts — which several
gubernatorial candidates have suggested - the
resultant impact would be an economy-wide loss
of over 622,000 jobs."

Opportunity: Locally, decisions made over the next
few months will determine which path we take.
The Community Budget Working Group, which
last year came up with $11 million in solutions to
reduce the City of San Jose budget deficit while
preserving vital services, has reconvened to tackle
San Jose’s 2010 budget. At the state level, the budget
crisis has given new urgency to efforts to overhaul
the state’s broken tax and fiscal system.

« Will we preserve the safety net that keeps
unemployed workers and their families from
falling into a cycle of poverty?

Threat: Cuts to children’s health, CalWORKSs, In-
Home Support Services and other vital programs
threaten to pull the safety net out from under
working families just when they most need it

Opportunity: Santa Clara County has come together
with the City of San Jose and a broad community
coalition to rebuild a key element of the local safety
net: a new clinic at the site of San Jose Medical
Center, a private hospital that closed in 2004 leaving
a gaping hole in medical services for downtown
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residents. The County’s purchase of the former
Medical Center site was made possible by voters’
forward-thinking passage of a November 2008
bond measure that included funds for seismic
upgrades of county health families as well as a
new downtown clinic.

« Will we manage to maintain our local mass
transit system before service reductions push it
past the tipping point?

Threat: Plummeting sales tax revenue and millions
in diverted state transit funding have left local
public transit in dire financial straits, forcing major
service cuts and increased fares. With risks of even
deeper sales tax losses and transit cuts, the future of
public transit in Santa Clara County and statewide
may be in jeopardy.

Opportunity: San Jose has the chance to become
a major hub for California’s new high-speed rail
system; locally, voters not only supported the
high-speed rail bond, but also approved a sales
tax measure to provide operating funds for the
extension of BART to San Jose. The confluence
of these two transportation arteries at San Jose’s
Diridon Station — combined with CalTrain,
Amtrak, ACE trains, light rail and bus lines
already serving the station — have the potential to
reinvigorate transit, attract new federal funding
for green transit development, and spur major
economic activity downtown as San Jose becomes
a statewide transit hub.

o Will we restore a health care system that
provides quality health care to all at non-
astronomical costs?

Threat: The rising cost of health insurance is an
anchor dragging the U.S. economy downward.
Businesses struggle to create jobs or improve pay
when their costs for offering health insurance
increase by double digits every year, while workers
and families face unaffordable costs or loss of
coverage altogether. Recently passed heath care
reform will help, but alone will not stem the rapid
rise of costs that are already the most expensive
in the world.

Opportunity: The national health care reform bill
passed by Congress in March 2010 takes major
steps towards improving access to health coverage
and creates the space to make further strides.
Current negotiations between the state and the
federal government regarding Medi-Cal hospital
waivers may allow localities to leverage additional
federal funding to expand health coverage in the
interim before all health care reform provisions take
effect. Locally, Santa Clara County just launched
the groundbreaking Healthy Workers program
to cover small business employees, and is already
poised to take the next step with the February
2010 announcement of the creation of a Council
on Health, a collaboration which will develop
a comprehensive vision for tackling the health
challenges in our region.

» Will we invest in education to keep California’s
students competitive in the global economy and
provide lifelong learning for working adults to
keep up with the changing demands of business?

Threat: Instead of retooling and expanding
educational opportunities to meet the economy’s
changing needs, our state is moving in the opposite
direction by cutting K-12 and decimating the
state’s public higher education system - a move
tantamount to economic suicide.

Opportunity: While the need to restore the core K-12
and higher educational systems remains pressing,
alternative pathways to career development,
higher education and lifelong learning are being
developed in a surprising industry: construction.
At the secondary school level, the Santa Clara
County Construction Careers Association (S4CA)
is developing new courses, facilities and connection
with industry for middle and high school students.
Post high school, the building trades have teamed
up with work2future to establish a new pre-
apprenticeship pilot to provide a pathway into the
three-to-five year apprenticeships that train skilled
construction workers. Finally, all these partners
are working to grow the California Construction
College at San Jose City College which will
provide college degree programs and career ladder
education for workers in the construction industry.

LIFE IN THE VALLEY ECONOMY 2010
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» Will we put working families and low-income
communities at the center of the emerging green
economy and clean technology sector?

Threat: In the 1990s Silicon Valley was marked by
excessive inequality engendering a “digital divide”.
Clean technology and other green industries are
now poised to be the new drivers of the region’s
economy. But if the new green technologies are
accessible only to the well-off, while everyone else
pays increasingly high costs for gas and energy — or
if the desirable new green jobs are open only to
those with advanced degrees, while the majority
of production jobs remain offshore - the coming

decade may replace the digital divide with a “green
divide”

Opportunity: In Silicon Valley, innovative pilot
projects are underway that drive job creation and
include standards for job quality and social equity,
including Wave One promoting energy retrofits
of small businesses in Palo Alto and the citywide
Green Pays pilot for residential retrofits. These
retrofit initiatives have enormous potential to create
a “win-win-win” program: property owners or
tenants gain lower energy bills, workers gain green
jobs, and the community and the planet gain from
cutting carbon emissions. The development of
California High Speed Rail offers the opportunity
to create tens of thousands of jobs, with efforts
underway to ensure these jobs stay in California.
Finally, new policies and collaboratives are
underway to link green economic development
directly to training programs such as the green
pre-apprenticeship pilot discussed above, building
green pathways out of poverty into jobs with long-
term career potential.

« Will we invest in building an economy that
creates sustainable long-term employment?

Threat: In the long term, our economy will grow
sustainably only if people invest in its productive
elements rather than in speculative commodities or
financial instruments. Furthermore, in the frenzy to
attract investment many jurisdictions adopt a ‘race
to the bottom’ mentality that drags down wages and
job quality. Ultimately, economic growth cannot be
induced by growing the ranks of the working poor;

sustainable growth requires a population employed
at quality jobs that enable them to support their
families without public assistance, support local
businesses, save and invest.

Opportunity: All of the challenges listed above
represent physical and community infrastructure
that are essential to creating good jobs and building
industries. By seizing the opportunity to invest and
build in these areas, combined with strong support
for private industry, Silicon Valley can regrow its
job base across a broad set of industries — from
high-tech and cleantech to green construction
and manufacturing to tourism to health services.

Taken together, the LIVE 2010 indicators show that
Silicon Valley — and quite possibly the nation - are at
a crossroad. Sticking with the status quo of current
public policy married with existing market forces
will keep us on the path of the past decade, with little
net employment growth and a dwindling number of
middle-class jobs.

But the status quo is not inevitable. Silicon Valley
specializes in responding to rapid change; time and
again we have lead the nation in new ways of thinking
and doing. The challenge now is to invest, innovate
and incubate in ways that restore sustainable growth
and create broadly shared prosperity, leading to a real
recovery. Now is the time for research and development
not just for technology, but for effective and replicable
community-based solutions to the growing challenges
posed by a rapidly changing economy.

WHAT'S INSIDE

Life in the Valley Economy 2010 examines the state
of Silicon Valley’s economy through the lens of middle-
class and working-class households trying to make
ends meet and secure their family’s future. This latest
edition of the LIVE report updates the data and analysis
provided in LIVE 2008 and discusses trends that have
emerged over the past year. It also profiles a fresh set
of “Solutions” - local initiatives being developed by
Silicon Valley communities to tackle challenges like
those analyzed in this report — and provides progress
updates on the Solutions profiled in last year’s report.

Silicon Valley, famed for big ideas, is itself an idea—
not a region limited by clearly defined geographical
boundaries. For data analysis purposes, however, it
is necessary to choose a set of boundaries. In order
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to better evaluate the impacts of public policies on
family finances and the larger economy, we define
our geographical region of analysis as a single county,
Santa Clara.

LIVE also aims to provide data on Silicon Valley’s
diverse communities and populations. Throughout this
book, the racial or ethnic categories used are generally
those available from the particular data source upon
which an indicator is based. Different surveys collect
racial and ethnic data in different ways. For instance,
the state Department of Education reports separately
on Asian-Americans, Pacific Islanders, and Filipinos;
the national Center for Economic and Policy Research
combines them all into “Asian Pacific American”; and
the Survey of Consumer Finances reports only on
the single category “Nonwhite or Hispanic”. We have
endeavored to provide the most relevant and consistent
information possible, subject to the limitations of the
data sources.

STRUCTURE OF REPORT

LIVE 2010 is divided into five chapters, plus the
Solutions special section:

CHAPTER 1: MAKING A LIVING evaluates the
performance of Silicon Valley’s economy in delivering
working families’ most basic economic needs: job
opportunities and adequate incomes. It analyzes
employment gains and losses overall and by industry,
looking at both the recent recession and longer-term
trends. Delving into the multiple factors affecting
household budgets, this chapter also examines income,
the cost of living, and poverty.

CHAPTER 2: SEEKING SECURITY assesses the
local impacts engendered by the “great risk shift”: the
increasing burden of economic risk and insecurity
being borne by American families. It provides data
on several of the interconnected elements that
contribute to the security or precariousness of the
average household, including household savings and

debt, homeownership and mortgages, unemployment
and job security, and the adequacy of the social safety
net. This year’s edition includes a particular focus on
the implications for households’ economic security of
the collapse of the housing bubble, with its resultant
foreclosures, falling prices and market slowdown.

CHAPTER 3: STAYING HEALTHY provides an
overview of the condition of the region’s health care
system with an emphasis on affordability of and access
to quality health care - recognizing that individuals
who lack access to care, or cannot afford it, suffer long-
term consequences to their financial as well as their
physical well-being. This chapter includes analyses
of health coverage for children and for adults, as well
as access to health care providers and the state of the
county’s health care infrastructure.

CHAPTER 4: BUILDING A COMMUNITY scans
several of the elements that contribute to creating
livable communities, promoting civic engagement,
and maintaining quality of life. High on the list is
a neighborhood’s physical infrastructure, including
housing, transportation, and neighborhood amenities
such as libraries, parks and community centers. Also
examined are crime, neighborhood involvement, and
family stresses.

CHAPTER 5: PURSUING THE DREAM considers
the long term changes in how opportunity and rewards
are distributed in our society. Taking as its foundation
the “American Dream” of a society where every child
has the opportunity to reach the middle class, this
chapter scrutinizes whether our educational system
is effectively providing pathways to opportunity for
students of all backgrounds.

SOLUTIONS profiles regional initiatives which aim
to provide new models for dealing with one or more
of the economic challenges facing working families.

LIFE IN THE VALLEY ECONOMY 2010
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PROFILE OF SANTA CLARA COUNTY, CALIFORNIA 2008

PEOPLE
TOTAL POPULATION: 1,764,499

Male: oo 903,738 WHItE: oo 664,741
Female: ..o 860,761 MEXICAN: .. 389,390
Other Latino: «ooeueveveeeeiieeeiieeeiin, 68,573
Age O-17: i, 427,433 Chinese or Taiwanese:........c..cceo...... 148,574
Age 18-64: ... 1,144,335 Vietnamese: .....coovveevieeiiiiieiiieiin, 110,238
Age 65 and over: ..........ceoeiiiiiin, 192,731 Asian Indian:......oooeeeiiinii 105,158
Filipino: ..oeeeeeiiiiiceeeeee 85,443
Median age: .......coovviiiieiiiiie 37 Other Asian /
Pacific Islander: .......oovvvvveen 95.692
U.Sborn: coveeeiiei, 1,114,746 African-American: .........ccoeveeeeiiiiiiinnn. 43,000
Naturalized US citizens: .................. 321,883 Native AmMerican:.......coeeeeeeereeeeieneennn, 4,376
Non-U.S. citizens: .......cooveeeeeeeeennnn.. 327,870 Multiracial or some
other race: ...coovueeieieeiiieaei 49,314
Speak English only: ..............coooii 819,462
Speak English and With a disability: ..., 141,149
another language:..........ccccceeene. 458,912
Speak English less Veterans:........vveeeeiiieiieeeeiiieeeee, 76,671
than “very well”:............ccocciis 354,972

HOME AND FAMILY EDUCATION, WORK, AND

INCOME

Married couples:..........coooiiniine 317,377
g!ng:e F]O}:her.s: .................................. ?g,igg ngh school or less (Qge 25+): ............ 360,909
Olnhg eI:CIt |er5 ................................... 49,352 Some CO”ege (Qge 25+): ................... 296,606
Nt efr G‘I'Inl Les. hld ....................... ] 76,204 BGChelOfIS degree (Gge 25+): ............. 287,886
ontamily NOUSENOIAS: .....oovrveervnes ’ Advanced degree (age 25+):............. 229,881
Families with children: ...................... 204,00] Employed (Oge ]5+): ........................ 886919
Gg’rr;iz?:;e”rg:ernq'smg 10.877 Unemployed (age 15+):...cccoiiieniiinn. 55,305
Women with o birth in the ' Not in labor force (age 15+):............. 440,375
past year (age 15-50): .........ccccooiis 25,210 Median hourly wage (2009): ............... $24.26
25th percentile hourly wage (2009):.....$13.93
Renter households: .............ccc.ccooo... 232,767 . :
Homeowner households:................... 355,181 75t percentile hourly wage (2009):......$42.12
Average household size:......................... 2.95 Median annual earnings for workers: .. $43,337
Moved to Santa Clara . . _
within past year (from U.S):. ... . 58,002 Median household income: ................ $88,846
Moved to Santa Clara within . ) o
oast year (from abroad): ..., 25,362 People in poverty: ........cccovviiiiiniii. 7.4%

Sources: 2008 American Community Survey, U.S. Census Bureau; Occupational Employment Statistics, California Employment Development Dept., 2009 Q1.
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MAKING A LIVING

INDICATOR 1: EMPLOYMENT AND WAGES
INDICATOR 2: HOUSEHOLD BUDGETS
INDICATOR 3: ACHIEVING SELF-SUFFICIENCY



INDICATOR 1

Employment & Wages

KEY STATISTICS

e Silicon Valley lost 84,500 jobs in the recent recession, as local unemployment

reached a 60-year high.

e Employment is not projected to regain its 2008 pre-recession level until Q2 of

2013.

* Net job growth over the past ten years was sharply negative. In a decade book-
ended by two recessions with only weak job growth in between, Silicon Valley
lost a net 164,700 jobs, for an annual average employment growth of negative

1.8%.

® Nine of Silicon Valley’s ten industry sectors lost jobs during the recession; the
worst losses were in construction, which saw 35% of jobs disappear.

® Economic growth has become increasingly decoupled from job growth; be-
tween 1986 and 2008, the Silicon Valley economy grew by 88%, but employ-

ment grew by just 19%.

* An estimated 32% of all employed workers are paid $15/hr or less, putting
them below the minimum earnings needed to meet the basic standard for self-

sufficiency.

WHY IT MATTERS

r I Vhe large majority of Silicon Valley families
depend on work as their primary source
of income; more than any other factor, the

strength of the job market and of wage levels is central

to determining households’ financial well-being. The
worst U.S. recession in seven decades has taken its toll
on Silicon Valley.

What's next? Projections for employment and wage
growth in Silicon Valley are not encouraging. Even
after emerging from the recession, the region may face
another jobless or near jobless recovery, solidifying the

trend begun in the mid-2000s of economic expansion
decoupled from substantial job growth.

Projections are not destiny - they are extrapolations
from current conditions. Employment projections for
the Valley make clear that the status quo, as defined
by current public policy and existing market forces, is
unlikely to push the economy back on track towards
shared prosperity. New ideas and collaborations will
be needed to rebuild an economy strong enough to
generate the jobs and incomes needed to maintain a
strong middle class.
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Making a Living: Indicator 1: Employment and Wages

FINDINGS: EMPLOYMENT AND WAGES

JOBS: SHORT- AND LONG-TERM TRENDS

ilicon Valley lost 84,500 jobs in the recession;
S local unemployment reached a 60-year high

From June 2008 through February 2010, the Silicon
Valley region lost 84,500 jobs, with total nonfarm
employment declining from 921,400 to 836,900.

Silicon Valley’s losses in the recent recession
amounted to 9.4% of its job base, slightly lower than
the state average (9.6% of job base lost), but higher
than the nation (5.6% of job base lost over the same
period !).

The recession hit Silicon Valley later than much of
the rest of the country, due in part to the dominance of
the high-tech sector, which was not strongly impacted
by the initial wave of home foreclosures but suffered
severe declines following the crisis in the global
financial sector. While the region’s job losses were
fairly small when the national recession began in 2008,
between October 2008 and 2009 the San Jose MSA
had the second largest unemployment rate increase of
any large metropolitan area in the country, exceeded
only by Detroit.?

While considerable, the local impact of the 2008-09
slump was nowhere near as severe as the previous 2001
recession, which - triggered by the dot-com bust - had
its epicenter in Silicon Valley. Total employment losses
0f 20% in 2001-03 might make the 2008-09 recession
seem mild by comparison. However, the region was
already starting from a jobs deficit; most of the jobs
that vanished in the wake of the 2001 crash had not
returned by 2008, leaving the region poorly prepared
to withstand a new downturn. In January 2010, the
Silicon Valley unemployment rate reached a record-
setting 12.4%, the highest of any Bay Area county save
Solano® and Silicon Valley’s highest unemployment
rate in sixty years.!

Jobs in Silicon Valley, June 2008 - Feb 2010

925,000

900,000 A

875,000 1

850,000 1

Number of nonfarm jobs

825,000 T T T T T T T T T T T T T T T T T T T T

Figure 1.1 Source: Current Employment Statistics (CES). Graph based on
San Jose MSA, which includes Santa Clara and San Benito counties.

In June 2008, at its
employment peak, Silicon
Valley held 130,500 fewer jobs
than it had in June 2000.

LIFE IN THE VALLEY ECONOMY 2010
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Making a Living: Indicator 1: Employment and Wages

t best, very slow employment growth
Ais projected for Silicon Valley in 2010;

employment will not regain its pre-recession
level until Q2 of 2013

While national GDP is already on the rise,
employment has been slower to recover.® The jobs
recovery in Silicon Valley is projected to lag behind
even the slow national jobs recovery.

Economic consulting firm Beacon Economics
projects very modest local job growth, with the South
Bay adding 5,000 jobs in 2010, an annual growth rate
0f 0.6%. Beacon’s extended projections indicate that the
South Bay will not regain its pre-recession employment
level until the second quarter of 2013.6

This picture of a largely stagnant economy in
2010 is consistent with projections released by the
Association of Bay Area Governments (ABAG) in
January 2010, predicting that the Bay Area as a whole
would lose 20,000 jobs in 2010 and add a modest
8,000 jobs in 2011.7 Statewide, the UCLA Anderson
Forecast predicts no job growth for California in 2010
followed by a 1.7% employment increase in 2011, with
statewide unemployment remaining above 10% until
2012; the state Department of Finance forecasts a fall
in employment of -0.7% in 2010, followed by growth
of 1.3% in 2011.% Given these forecasts, Beacon’s
projection may in fact be overly optimistic; absent
aggressive action to create jobs, Silicon Valley could
end up seeing no net job growth in 2010.

The planned April 2010 closing of the NUMMI
auto plant in nearby Fremont will throw between
20,000 and 50,000 additional workers into the Bay
Area job market as they are laid off from NUMMI
and its suppliers,’ plus indirect employment impacts
from the loss of these workers’ spending in the local
economy. This huge group of workers in search of
employment will result in even fewer job openings
available per jobseeker.

Total nonfarm jobs, seasonally adjusted

1,100,000

1,050,000

Employment Forecast for Silicon Valley
(per Beacon Economics, Dec.2009)

fal

@ Historical

e Forecast

1,000,000
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o\ﬁz\»@;\@l ,»06; S »06;\,»@;&@0 ”QQO;’”QQC;’”Q\;”Q\;\”&O S

Figure 1.2 Source: Beacon Economics Regional Outlook
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Making a Living: Indicator 1: Employment and Wages

164,700 jobs, never regaining the jobs lost in

In the past decade, Silicon Valley has lost a net
the dot-com bust

Even before the recent recession, Silicon

Valley was experiencing slow job growth. Total Nonfarm Jobs, Silicon Valley,
When the first wave of foreclosures hit, the Feb. 2000 - Feb. 2010
Valley was struggling to recover from the 1,100,000
devastating impacts of the dot-com bust',
which from 2001 through the beginning of 1,050,000 1
2004 eliminated 19.5% of the region’s jobs. "
Many of those jobs — especially those in € 1,000,000
high-tech manufacturing - never returned. €
In June 2008, at its employment peak, Silicon “g 950,000
Valley held 130,500 fewer jobs than it had in % 900.000
June 2000. By January 2010, the recession’s = '
one-two punch brought employment down £ 850,000
lower still. z
Adding up net change for the past ten 800,000
years (Jan. 2000 to Jan. 2010), nonfarm payroll
employment in Silicon Valley has declined by &

164,500 jobs or 16.5%, for a —1.8% annual rate.

Meanwhile the region’s population has
continued to grow, leaving Silicon Valley with
more workers yet fewer jobs. The employment
to population ratio, which measures the Figure 1.3 Source: Current Employment Statistics (CES). Graph based on San

percent of residents age 16 and up who have jobs,isa  Jose MSA, which includes Santa Clara and San Benito counties.
key long-term labor market measure. In 2009 this ratio

fell to 61.2%, down from a high of 70.2% in 2000. The
trend over the decade shows a gradual decline in the
employment to population ratio, falling at an average
rate of -0.5 percentage points per year since 1998."
Declines at this rate cannot continue indefinitely; at
some point, if employment is not available, working-
age residents will begin to leave Silicon Valley for
other job markets.

Employment to Population Ratio, San Jose MSA,
1998-2009

72%

68% J

64%

are employed

60% T T T T T T T T T T T

D O O} A v %] (] » o { S O
O Y N O O O O O N O O O
B I A P P

Percent of population age 16+ who

Figure 1.4 Source: Economic Policy Institute analysis of Current
Population Survey
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Making a Living: Indicator 1: Employment and Wages

ong-term trends indicate that economic
Lgrowth may resume without accompanying

job growth; if this occurs, Silicon Valley will
face a jobless recovery

Over the past two decades job growth in Silicon
Valley has failed to keep pace with economic growth.
Regional GDP data available for 2001 through 2008
show an overall increasing trend in Silicon Valley’s
GDP, even while employment was on an overall
declining trend (see previous section).

In the longer term, we can track the emergence of
this trend to economic shifts that began in the 1980s.
Between 1972 and 1985, the overall Silicon Valley
economy (as measured by inflation-adjusted total
personal income, or TPI) and jobs remained closely
connected. Both TPI and jobs nearly doubled over
this period, with each growing by 93%.

But in the late 1980s and early ‘90s, the jobs-
economy connection began to weaken as military
base closings depressed job growth. This gap grew
larger in the boom of the late 1990s and for most of
the current decade has continued to increase. By 2002,
economic production had already bounced back to its
1999 level, but jobs were flat-lined. Employment

Real GDP, Silicon Valley, 2001- 2008
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Figure 1.5 Source: U.S. Bureau of Economic Analysis. Graph based on San
Jose MSA which includes Santa Clara and San Benito counties.

in the Valley has yet to regain 1999 levels.

As a result of this decoupling of economic
growth and job growth, even though inflation-
adjusted TPI increased 88% between 1986 400
and 2008 - indicating substantial growth in
economic production - employment grew by
just 19% over that same 22-year period.

Unless Silicon Valley is able to break out of
this pattern, the region may find itself facing
another jobless or near-jobless recovery, with
economic growth failing to generate enough
jobs to keep up with population growth. In
January 2010, economist Stephen Levy of the
Center for Continuing Study of the California
Economy in Palo Alto said the Valley faces a
“disconnect between the recovering economy

and job creation” “The key question,” asked

300

200

Annual growth index (1976=100)

0

Economic Growth Vs. Job Growth,
Silicon Valley, 1972-2009
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(inflation-
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Levy, “is, have we entered a new era where

production gains ... don’t translate into jobs?”'? Figure 1.6 Source: Bureau of Economic Analysis; Bureau of Labor Statistics

* Total personal income (TPI) includes wages and salaries, income of business owners and the selfemployed, interest, dividends, transfer payments and
income from rent. It is used as a proxy for economic growth since regional GDP is not available over the entire time period of analysis. Total personal income

is not necessarily correlated with median household income.
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Making a Living: Indicator 1: Employment and Wages

EMPLOYMENT BY INDUSTRY

ine of Silicon Valley’s ten industry sectors
lose jobs during the recession; more than a

third of construction jobs disappear

From June 2008 through January 2010,
nine of Silicon Valley’s ten major industry Jobs Gained and Lost in San Jose Metro

sectors lost jobs. The largest numerical Industries. Jan. 2000 - Jan 2010
’ . -

losses were in professional and business
services, which eliminated 22,800 jobs;
manufacturing, which shed 17,100 jobs;
and construction, dropping 15,800 jobs. In

Educational and Health Services 22,000
Information 2,600

percentage terms, construction was by far Leisure and Hospitality 2290
the hardest hit; as the foreclosure crisis and Government
recession took their toll, Silicon Valley lost Other Services
35% of its construction jobs. Employment Financial Activities

declined by 12.7% in professional and
business services, 11.8% in leisure and
hospitality, and 11.5% in financial activities.
Private health and educational services was
the only sector to avoid losses, adding 600
jobs.

Construction

Trade, Transportation and Utilities
Professional and Business Services
Manufacturing

-27,200

N O O Q O N
Over the longer term, the region’s (,)\Q (,)\Q (096 (,)\Q (990 © (096
. . ® © N v N
employment base has shifted considerably g
since 2000. Figure 1.7 shows job gains or Number of jobs gained or lost
losses for the ten industry sectors over the
past ten years. A majority of sectors have Figure 1.7 Source: Current Employment Statistics.

lost ground, led by manufacturing which dropped
85,900 jobs over the decade; absent considerable
changes in public policy, these jobs are unlikely to
return. Large losses were also seen in professional &
business services (-56,100) and trade, transportation &
utilities, which includes retail (-27,900). Three sectors
grew over the decade: leisure and hospitality, which
includes restaurants, hotels, arts and entertainment;
information, symbolic of Silicon Valley; and private
educational and health services, continuing its long-
term upward climb with growth of 24.1% over the
decade.
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he few industries growing during the recession
tend to be higher-wage: but over the decade,
the shifting industry mix leads to falling

wages, as growing industries pay 9% less than
shrinking industries

Analysis of wages and job growth in 70 detailed
industry subdivisions shows that during the 2008-09
recession, job losses have been distributed among
both low-wage and high-wage industries. However,
over the longer term, low-wage industries continue
to grow while higher-wage industries decline.

The difference in short-term and long-term trends is
due to the fact that very few industries added jobs in the
last two years. Between December 2007 and December
2009, 53 industry subdivisions lost jobs while only 14
added jobs. The average weekly wage in the industries
that shed jobs was $1,396. In the industries that added
jobs, average wage was slightly higher at $1,426 per
week. Among the higher-wage industries that bucked
the cyclical trend by adding jobs were internet service
providers and other information technology specialties,
electronic computer manufacturing, hospitals, and
physician’s offices.

The industry shift over the past decade — which
better represents the long-term change in the region’s
economic base - reveals a different trend. For industries
that added jobs between December 1999 and December
2009, wages averaged $1,313 per week, 9.4% below
the $1,436 per week average in shrinking industries.
Growing industries were principally in information
technology, health care, education, and fast food
restaurants, while the largest job declines included
various sectors of manufacturing and construction,
retail stores and employment services.

Average weekly wage in 2009 Q2

Average Weekly Wage for Growing Industries vs.
Shrinking Industries in the San Jose Metro Area

$1,500

$1,000

Dec 2007 - Dec 2009 Dec 1999 -Dec 2009

I B Growing industries B Shrinking industries I

Figure 1.8 Source: Analysis of ES202 and CES data.
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Making a Living: Indicator 1: Employment and Wages

WAGES AND JOB QUALITY

n estimated 32% of all employed workers earn $15/
hr or less, which is not enough to meet the basic

standard for self-sufficiency

While Silicon Valley is host to a
substant.ial nl.lmber of high-paying g 5566 [ I [ | ]
occupations like computer software 2 ces ] Occupational Employment by Median Hourly Wage,
. . S $61-565
engineer (median pay of $56/hr) or p= . San Jose Metro Area
general/operations manager (median -% $56-560 |
$64/hr), the bulk of jobs available pay g $51-$55 : ]
considerably less.' § $46-$50 ]
Approximately 31.6% of all T 41445 | :
Silicon Valley workers are paid $15/ = ':::l
. . w  $36-540 1
hr or less, putting their wages below 3 - O Above self suffici
« - B » = $3]_$35 I ove self-sufficiency
the “self-sufficiency standard” for a F J T T [ May be belows self-suffcincy
family of four, i.e., the minimum wage g 526930 | : : J Below selfsufc
needed to afford the basic necessities S 21625 ] o | !
of life in Santa Clara County without 2 $16520 | : : ; ]
public assistance. Many earn even E $11615 | ! ! ! ! ]
lower wages: 18.8%, or 165,840 £ . I I I I
workers, earn $11/hr or less. § < I I I I I I | |
An additional 29.6% of workers s o & S S S S S $
are paid $16 to $30/hr, which is o P o & & & Rl
enf)ugh to ensure self-sufficiency for Number of workers (2008)
asingle adult or a two-earner family,

but may be inadequate for a single
parent. Finally, an estimated 38.8% of workers are paid $31/ Figure 1.9 Source: Analysis of Occupational Employment Survey
hr or more, putting them solidly in the secure middle class
(or above).
Figure 1.9 shows employment in the San Jose region
by wage bands, based on the median wage of each detailed
occupational category. The bottom two bars represent
workers in occupations where the median wage is below
self-sufficiency; the three next highest bars represent workers
who may be below self-sufficiency, depending upon the size
and composition of their family; and the nine upper bars
represent those securely at or above self-sufficiency. The 61%
of workers who are below or on the edge of self-sufficiency are
all likely to have difficulty making ends meet at some point,
be it a struggle to pay for basic food and rent, or the inability
to save enough for retirement or a child’s college tuition.
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Making a Living: Indicator 1: Employment and Wages

even of the 20 largest occupations do not pay a living wage

The region’s 20 largest occupations collectively employ 30%
of all workers in the county; examining these occupations can provide
more insight into Silicon Valley’s employment and wage structure.

Several of the top 20 jobs are high-paying, among them general/
operations managers, three specialized classifications of computer
engineering, and registered nurses, all of which have a median wage
over $50/hr. However, seven of these 20 jobs offer very low pay,
with a median hourly wage that falls below the Living Wage for San
Jose. (As of July 2009, the current Living Wage as determined by the
City of San Jose is $14.08/hr if an employer does not offer health
coverage)." This occupational profile suggests substantial growth in
low-wage jobs over the decade, at the expense of middle-wage and
high-wage jobs; in 2001, only five of the top 20 occupations paid less
than a living wage.

The table below lists Santa Clara County’s 20 largest occupations
(ranked by total employment) in 2009, alongside the median wage
in each, and identifies which occupations fall below the San Jose
Living Wage standard.

20 Largest Occupations in Silicon Valley, 2009

Occupation

Computer Software Engineers, Systems Software

Retail Salespersons

Computer Software Engineers, Applications

Cashiers
General and Operations Managers
Office Clerks, General

Executive Secretaries and Administrative Assistants

Registered Nurses
Waiters and Waitresses

Janitors and Cleaners, Except Maids and

Housekeeping Cleaners

Business Operations Specialists, All Other

Customer Service Representatives
Accountants and Auditors
Combined Food Preparation and

Serving Workers, Including Fast Food

Computer Hardware Engineers

Bookkeeping, Accounting, and Auditing Clerks

Stock Clerks and Order Fillers

FirstLine Supervisors/Managers of Office and
Administrative Support Workers

Laborers and Freight, Stock, and
Material Movers, Hand
Computer Systems Analysts

26,400
25,500
17,990
16,700
16,490
15,940
15,300
14,590
12,380

12,340
10,800
10,730
10,600

10,570
10,350
10,320

9,510

9,210

9,020
8,960

$56.31
$10.31
$52.70
$ 9.76
$64.36
$15.52
$25.10
$53.47
$ 9.00

$11.38
$34.39
$20.23
$36.46

$ 9.28
$58.44
$21.43
$11.25

$27.40

$12.41
$42.11

Employment Median hourly wage Above living wage?

N

N

N

Source: California Employment Development Dept, Occupational Employment Statistics. Includes Santa Clara and San Benito

counties. Employment data for 2008; wage data for 2009 Q1.
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KEY STATISTICS

Household

® Real median household income in Santa Clara County increased by 1.4% in
2008. However, since 2000 incomes have fallen by a total 7.2% after inflation.
For Latino households, real income fell 15.7%.

® Household income data is not yet available for 2009, but earnings data can
provide insight into probable trends. In 2009, average weekly earnings for
Silicon Valley workers showed no growth - falling behind earnings in the state,
and suggesting a small drop in real household incomes for 2009.

® From 2000 to 2008, the proportion of Santa Clara County households with
incomes below $10,000 increased by 76%, while the middle class continued to

shrink.

* Inflation slowed in 2009, but was higher in the Bay Area, which saw a 0.7%
increase in inflation compared to a decrease of -0.4% for the nation.

® The already high cost of living has soared in Silicon Valley with estimated cost
increases since 2000 of 130% for health care, 60% in electric rates, 50% in
housing costs for homeowners (even after the housing crisis brought down home
prices considerably), 43% for gas and 36% for food. Over the same period, the
average weekly wage grew only 24% before inflation.

WHY IT MATTERS

r'l I .'1his indicator focuses on one of the most basic
measurements of a family’s well-being: the
ability to make ends meet. Do family members

collectively bring in enough income in a year to
cover the cost of living? If the answer is yes, then the
household budget is balanced, and excess income can
be saved or invested. But if income is not enough to
cover expenses, the household will have to reduce its
standard of living, dip into its savings, or go into debt
to pay the difference.

A decline in jobs per population coupled with
an increase in the proportion of low-wage jobs has
placed increasing strain on household budgets. Further
pressure is provided by the high cost of living - a full-
time minimum wage worker in San Jose does not earn
enough to cover the average rent for a two-bedroom

apartment, let alone food, gas, and other necessities.

Together, these three factors - scarcity of jobs, lack
of real wage growth, and soaring consumer prices —
are lowering living standards for a broad swath of
Silicon Valley’s households, from the poorest all the
way through highly educated professionals. This triple
threat, now spreading across the country, is creating a
widely recognized “middle-class squeeze” According
to the Economic Policy Institute, 2000-2007 marked
the first economic cycle on record in which American
families saw their real median income decline.'* The
recent recession, with accompanying job losses, wage/
hours cuts and foreclosure, has made this problem
much more acute - but the underlying imbalance
existed well before the recession.

INDICATOR 2
Budgets

LIFE IN THE VALLEY ECONOMY 2010
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Making a Living: Indicator 2: Household Budgets

FINDINGS: HOUSEHOLD BUDGETS

HOUSEHOLD INCOME

from 2004-2008; however, household income peaked

Real median household income increases modestly
for the decade in 2001 and has yet to recover

For Santa Clara County households, real (inflation-
adjusted) median income in 2008 stood at $88,846, a 1.4%
increase from 2007. Median incomes have grown modestly
since their low point of $84,923 in 2004 (inflation-adjusted to
2008 dollars). Increasing real incomes mean that households
are better able to keep up with inflation.

However, households have not yet recovered the income
lost between 2001 and 2004. Real median income in 2008
was lower than at any point from 2000-2003, and was $9,172
lower (in 2008 dollars) than the 2001 income peak. In the
decade thus far, Silicon Valley households have seen a net
decline in real income of 7.2%.

workers showed no growth - falling behind earnings in

I n 2009, average weekly earnings for Silicon Valley
the state, and suggesting a small drop in real household

incomes for that year

Data on household incomes in 2009 is not yet available.
But earnings from work, which comprise by far the largest
portion of a working family’s income, can provide a preview
of change in household incomes.

Between 2008 and 2009, average weekly earnings for
workers in the San Jose metro area showed no change, staying
at $1,265, even as average weekly earnings for the state went
up 2.0%. With the San Jose region experiencing moderate
inflation in 2009, this means that real weekly earnings — and
probably household incomes - have fallen.

From 2007 to 2009, the two-year period that best captures
the recession, nominal average weekly earnings in the San
Jose region fell by 2.0%. Over the same period, statewide
earnings rose by 1.1%."¢

Real median income (2008$)

$100,000

$90,000

$80,000

$70,000

$60,000

$50,000

Real Median Household Income,
Santa Clara County, 2000-2008

2000 2002 2004 2006 2008

Figure 1.10 Source: American Community Survey
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Making a Living: Indicator 2: Household Budgets

he proportion of households with real incomes
less than $10,000 increased by 76% since 2000,

while the middle class continued to shrink

Median income levels tell only part of
the story. The changing income distribution
in Santa Clara County shows a gradual but
persistent trend towards an hourglass economy,
with higher levels of income inequality and a
shrinking middle class.

From 2000 to 2008, the proportion of
Santa Clara County households earning less
than $50,000 grew by 76%. The proportion
of households in the next two lowest income
brackets grew by 15% and 6% respectively.
Meanwhile, the proportion earning $50,000
to $100,000 declined by 6%, and the segment
earning over $100,000 fell by 5%.

These declines in middle and upper-middle
income households, coupled with the huge

Household income (2008S)

Change in Real Household Income Distribution,

$100,000 or more
$50,000 to $99,999
$35,000 to $49,999
$10,000to $34,999

Lessthan $10,000

Santa Clara County, 2000 to 2008

+76%

-10% 10% 30% 50% 70%
Change in share of hhlds falling into income category

increase in households falling into the lowest
income bracket, suggest that Silicon Valley may be
progressing even past an hourglass economy, to a
“Victorian gown economy”. Whereas in the hourglass
economy of the 1990s, the Valley saw a shrinking
middle class with some middle class families falling
down and others rising up, the real income distribution
trend is now shaped less like an hourglass and more
like an old-fashioned Victorian gown: small on the top,
squeezed ever tighter in the middle, and ballooning
out at the bottom.

o major ethnic group has seen real income
growth this decade; median incomes for
Latino households decline 15.7%

All of the county’s ethnic groups have suffered
from the decade’s slide in household incomes. No
major race/ethic group has enjoyed any growth in real
median income between 2000 and 2008.

Among Silicon Valley’s three largest ethnic groups,
Latino-headed households absorbed a 15.7% drop in
real incomes, followed by an 8.1% decline for whites,
and no change for Asians. African-Americans and
Native Americans appear to have experienced even
larger declines in excess of 20%, although the small
sample size for these three groups makes estimates
subject to large margins of error.

Figure 1.11 Source: American Community Survey

Real median household income (2008$)

Changes in Household Income by Race/Ethnicity,
Santa Clara County, 2000-2008
$120,000 2000 20002008
$100,000 -+ 2000
2
$80,000 4 2000 2000 2008
$60,000 1=
$40,000 4
$20,000 4
SO L Ll L] L L
White Asian Latino Black Amer. Pacific
Indian  Islander
Ethnicity of householder

Figure 1.12 Sources: Census 2000; American Community Survey

LIFE IN THE VALLEY ECONOMY 2010

Page 29




Making a Living: Indicator 2: Household Budgets

atina women workers have the lowest median
Learnings at just $22,747 annually

The racial/ethnic disparity in household incomes is
due in large part to a wide disparity in annual wages.
For workers living in Santa Clara County, median
annual earnings in 2008 varied widely by race-ethnicity
and sex: from a high of $70,348 for white men to a
low of $22,747 for Latina women. Figure 1.13 shows
median earnings for workers aged 16+ by race/ethnicity
and sex. (Individuals who did not work in 2008 are
not included.)

These large disparities reflect differences in wages
both within occupations and between occupations, as
well as variations in hours of work or weeks worked
per year. For instance, Latinos make up 76% of Silicon
Valley’s janitors, an occupation with median annual
earnings of just $18,710."” On the other hand, whites
fill 70% of all legal occupations, with average median
annual earnings of $113,300."8

As described in Indicator 1 of this chapter, nearly
one-third of all occupations in the Valley pay less
than a self-sufficiency wage. The low wages in many
occupations filled predominantly by women, Latinos
or African-Americans, along with inadequate access to
education needed to reach higher-wage occupations,
produces an increasingly divided community.

Median Earnings of Santa Clara County Workers

$80,000

$60,000

$40,000

$20,000

$0

Median earnings of workers

by Ethnicity and Sex, 2008

Figure 1.13 Source: American Community Survey
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Making a Living: Indicator 2: Household Budgets

COST OF LIVING

I nflation slows in 2009 with the recession, but the

Bay Area experiences higher inflation than the
nation; over the past decade the cost of nearly
every basic necessity in Silicon Valley has risen faster

than wages

As the U.S. economy slowed, inflation
also moderated, providing one bright spot Cost of Living Increases in Silicon Valley, 2000 - 2009
for working families struggling to make ends
meet. In 2009 the Consumer Price Index,
which measures inflation in consumer goods

and services, fell by an annual 0.4% - the first 120%
year since 1955 in which the CPI has been
negative. In the San Francisco Bay Area, 71%
however, consumer inflation continued to 80%
increase in 2009, albeit more modestly in : - 60%
previous years, with the regional CPI rising é 43%
0.7%." 5 40% Sl
Silicon Valley has long been among the e
highest cost of living regions in the nation. |_|
Recent trends have brought down the high 0% . .

cost }CifhouS.mg SfO}rln eWhaLby lﬁwe;mg the Average Food Gasoline Housing Housing Electricity ~Public Healthcare
purchase price of homes, but this does not weekly (owner) (renter) transit

lower the mortgage payments of current wage
homeowners. Costs for other household
necessities continue to grow rapidly. Local
gas prices, while down considerably from $4/gallon
highs in 2008, have increased by 50% since 2000.
Electric rates (PG&E average cost per kWh) are up
60%. Public transit, as measured by the monthly VTA
pass, is up 71% after VTA raised fares in response
to severe deficits. Food costs are up an average 36%
nationwide. Health insurance premiums for the average
California worker with family coverage are up an
astounding 130%.

Homeowners are paying 50% more in housing costs
than in 2000. Rents increased more modestly than
the other categories, with growth of 19% since 2000;
in part this reflects the extraordinarily high rents in
Silicon Valley during the height of the dot-com boom.

Wages have failed to keep up with these cost
increases. Since 2000, the average weekly wage in
Santa Clara County has grown by a total of 24%
before inflation. Except for rental housing, every
major expense category for a typical household has
increased faster than wages.

130%

Increase in cost since 2000

Figure 1.14 Source: WPUSA analysis from multiple sources. Includes item-
specific inflation adjustments using CPI.
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Making a Living: Indicator 2: Household Budgets

combined consume over half the average family’s

In the Bay Area, housing and transportation
budget

Figure 1.15 shows average expenditures for Bay
Area households by the type of expense. In total, the Average Household Expenditures in the
average Bay Area household spent $68,965 annually San Francisco Bay Area, 1994-95 to 2007-08
in 2007-08, down slightly from the prior year, but up
considerably from $55,041 in 1999-00. Nearly half $70,000 Healthcare
(47%) of this increase in spending went to housing-
related expenses; the next highest increase was in $60,000 Retirement
retirement-related expenses (Social Security, pensions Health care .
and personal insurance), which grew 17%. 3 $50,000 e e il
Housing is the single largest expense in the 2 Health care ] o
household budget, followed by transportation; these 2 40,000 Food &drink expenses
two together made up 53% of the average household’s ol Retirement Other
expenditure in 2007-08. ] £30,000 Food &drink expenses Trans-
This is significant in that the cost of both these items ' Other = portation
is highly 1nﬂ1.1enced by local land use. This represepts 620000 | es portation
an opportunity for local governments to help working ’ portation
families balance their household budgets through their Housing
long-term planning and land use decisions. Currently, $10,000 1 R Housing
twenty of the nation’s 100 most expensive zip codes .
are located in the Bay Area.” $0 -
1994-95 1999-00 2007-08

Figure 1.15 “Other expenses” includes: apparel and services, entertainment,
personal care, reading, education, tobacco, miscellaneous, and cash
contributions.

—> Cost of Living: Related Data

e Debt see p. 45
o Headlth care osee p. 70
® Housing, for renters Dsee p. 83
® Housing, for owners see p. 84
® Higher education oseep. 110

* Child care is not included in the above graph because households without young children have no child care expenses, making the average child care
expenditure low. However, for those families that do need child care, it can be a major expense, as discussed in the following section.
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KEY STATISTICS

INDICATOR 3

Achieving Self-Sufficiency

e Twentytwo percent of Santa Clara County households fall below the basic self-
sufficiency standard, meaning their income is too low to meet a basic standard
of living. The large maijority (86%) are “working poor.”

® Nearly half of all Santa Clara County seniors (48.4%) are economically
insecure, with incomes too low to meet their basic needs without assistance.

e [n 2007, 105,000 Silicon Valley were unable to afford enough food (food
insecure). Nearly half (47%) were employed.

* In 2009, local food banks and charities saw 20 to 40% more people seeking

emergency assistance.

e 12,377 Silicon Valley adults and youth experienced homelessness in 2009. Job
loss was the number one reported reason for homelessness - more common than
any other reason including alcohol/drug abuse.

WHY IT MATTERS

ilicon Valley’s economic success has made the
S Valley one of the world’s most expensive places
to live. But the economy that drives many high-
tech salaries into the six-figure stratosphere doesn’t
make exceptions for the woman who cleans the office
carpet or the man who maintains the air conditioning
system. Food, shelter and transportation are necessities
for everyone, but the costs, even at the basic, no-frills
level, are beyond the means of many Valley residents.
The goal of “self-sufficiency” measures a family’s
ability to provide for its own basic needs without
deprivation and without relying on public assistance
or private charity. Households that are not self-
sufficient may experience hardships that can include
homelessness, overcrowded housing, food insecurity,
or delaying or foregoing needed health care.
Many Silicon Valley adults will experience some

sort of real world hardship each year, and most of that
number will be members of the “working poor” For
these people who are living on the ragged edge of self-
sufficiency, the solution to an emergency expense or
temporary loss of income is to forego one basic need
in favor of another - give up meals to pay the rent, or
skip medications to keep the lights on.

These individual hardships have social costs.
Through a hidden subsidy for industries paying
substandard wages, the region’s taxpayers provide food
stamps, state-sponsored children’s health coverage,
low-income tax credits and free school lunches to
the tune of more than $15,000 per year for a worker
with children employed at a $10/hour full-time job.
Harder to quantify but of increasing concern is another
cost — the impacts of economic instability on the next
generation.

LIFE IN THE VALLEY ECONOMY 2010
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Making a Living: Indicator 3: Achieving Self-Sufficiency

FINDINGS: ACHIEVING SELF-SUFFICIENCY

THE SELF-SUFFICIENCY STANDARD

The basic cost of living in Silicon Valley is
$62,100 for a family of four

The “self-sufficiency standard” defines the
minimum income necessary to meet a family’s needs,
based upon the local cost of basic goods and services.

The Self-Sufficiency Standard for Santa Clara
County is $62,100 for a family of four (two parents and
two kids) as of 2008. Working full-time, each parent
must earn $14.70/hour to meet the standard. For a
single parent with two young children, the increased
need for child care pushes the Self-Sufficiency Standard
is even higher, to $86,497 - a full-time hourly wage
of $32.91.

Figure 1.16 shows the 2008 Santa Clara County
Self-Sufficiency Standard for a family with two
working parents and two children, breaking down
the components of the standard: housing, food,
transportation, health care, child care, taxes and
miscellaneous expenses such as clothing, cleaning
supplies and toiletries.

The Self-Sufficiency Standard assumes that all
working families are covered by job-based health
insurance, which is increasingly not the case. Without
access to job-based coverage, health care costs in the
pie chart above shoot up from $348/month to an
average $943/month, adding $7,140 to a family’s annual
expenses.”!

It's important to note what the Self-Sufficiency
Standard doesn’t include: retirement savings, college
costs, unemployment or any unexpected event such
as an accident or illness that results in lost income or
an emergency expenditure. A family whose income
meets the Self-Sufficiency Standard is a family that can
live day-to-day, but its ability to maintain the standard
hangs by a thread. It is incapable of providing the
elements of what we consider the “American Dream:”
a college education, retirement or even a vacation.

The Self-Sufficiency Standard

Basic Monthly Costs for a Two-Parent, Two-Child
Family in Santa Clara County, 2008

Taxes $653
Miscellaneous _
S$411
Health care
$348
Transportation
$500 —Child care

$1,002

Food $968

Figure 1.16 Source: Insight CCED
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Making a Living: Indicator 3: Achieving Self-Sufficiency

wenty-two percent of Santa Clara County
households fall below the basic self-sufficiency

standard; the large majority are “working

poor”
In 2007 - well before the recession hit — 22.2% of HOUSEHOLDS BELOW SELF-SUFFICIENCY
Santa Clara County households fell below the self- SANTA CLARA COUNTY, 2007
sufficiency standard. In other words, more than one out Below self-sufficiency
of five households had incomes too low to make ends Number Pergen'f
meet without resorting to public assistance, private Total all households 102312 22%
charity or debt.”” Race/Ethnicity of Householder
This statistic reveals the persistent economic Asian and Pacific Islander 27,133 19%
challenges affecting families and households in Santa Black or African American 4,334 32%
Clara County. The percent of households below self- Latino 41,980 455"
| Y- ¢ White 27,766  14%
sufficiency is little changed since 2000. The large
majority of these low-income households are “working Household Type
poor”; across the Bay Area, 86% of all households below No Children 39,793 16%
self-sufficiency included at least one working adult.? One or More Children 62,587 300/°
o Single Mother 19,640 56%
Households of all ethnicities struggled to make Single Father 6,041 309
ends meet, but the highest proportion of households Married Couple w Children 36,837 23%
below self-sufficiency occurred among Latinos. Fully
45% of Latino-headed households were below self- Source: Overlooked and Undercounted 2009, United Way

Includes households headed b -disabled adult aged 18-64
sufficiency, along with 32% of African-American- neuces novsenores neaced By @ nonelsablec acu” g¢

headed households, 19% of Asian/Pacific Islanders,
and 14% of Whites.

Households with children were more likely to be
below self-sufficiency, at 30%, reflecting the high cost
of raising a family in Silicon Valley. Single mothers
face the greatest economic challenges — more than half
(56%) of all single mothers fell below self-sufficiency.

This analysis, provided by United Way, includes
only households headed by non-disabled adults
age 18 to 64; if households headed by elderly and
disabled persons were included, the percent below
self-sufficiency would likely increase.

With the current high unemployment, cutbacks
in hours and wages and flood of foreclosures, in all
likelihood many more families are now struggling to
make ends meet.

These individual hardships have social costs.
Through a hidden subsidy for industries paying
substandard wages, the region’s taxpayers provide food
stamps, state-sponsored children’s health coverage,
low-income tax credits and free school lunches to
the tune of more than $15,000 per year for a worker
with children employed at a $10/hour full-time job.
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Making a Living: Indicator 3: Achieving Self-Sufficiency

early half of all seniors are economically
insecure

A separate self-sufficiency standard has been
developed to gauge the cost of living for older adults
- specifically, retirees ages 65 and up. Retirees enjoy
a lower cost of living in some respects, without the
necessity of commuting or (usually) of providing for
children, and with Medicare providing for health care
expenses, although many costly health or personal
care needs of older adults are not fully paid for by
Medicare. At the same time, retirees living on a fixed
income often face great difficulty in stretching their
incomes to cover the rising costs of housing, food and
transportation.

The Elder Economic Security Standard, developed
by UCLA, indicates that (as of 2007) the basic costs of
living for elder households in Santa Clara County range
from $25,391 for a single senior renting a one-bedroom
unit, up to $47,354 for a couple with a mortgage.**

As 0f2007, out of all Santa Clara County residents
aged 65+, 48.4% - 82,000 seniors - had incomes below
this standard, meaning that they face serious challenges
in making ends meet.”

Neither Social Security nor Supplemental Security
Income (SSI) typically pays enough for an elder to
meet the Economic Security Standard. In Santa Clara
County, the average annual Social Security payment
to a senior recipient in 2008 was $12,022; the average
annual payment for senior SSI recipients was just
$7,266.%

Senior women living alone are a fast-growing
demographic in Santa Clara County, and are among
the most likely to lack adequate income. In 2008, Santa
Clara County was home to 28,691 senior women living
alone, as well as 12,703 senior men living alone.”
Among senior women living alone, 55% fell below
the Elder Economic Security Standard.?
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Making a Living: Indicator 3: Achieving Self-Sufficiency

HARDSHIP AND DEPRIVATION

enough food; in 2009, more than 12,000 adults

In 2007, 105,000 adults were unable to afford
and youth were homeless

Lack of adequate income has severe consequences
for families; often they must forego one basic need,
such as food, to pay for another, such as housing. Asa
result of these difficult decisions, in 2007 an estimated
105,000 adults experienced food insecurity (being
unable to afford enough food).”

More recently, local food banks and charities report
annual increases of 20 to 40% in the number of people
seeking emergency assistance.” The Second Harvest
Food Bank of Santa Clara & San Mateo Counties saw
calls to their Food Connection hotline increase 44%
over the fiscal year, with two-thirds of people calling
for the first time.**

In 2009, the Food Bank estimated that 416,800
distinct individuals had been provided with emergency
food assistance in the two counties. The Food Bank
reported that 64% of client households were food
insecure; 50% reported having to choose between
paying for food or utilities, 50% had to choose between
food or paying the rent/mortgage, and 32% had to
choose between food or medical care.

In addition, 36,949 households in Santa Clara
County suffered overcrowded housing in 2008 (more
than one person per room, excluding bathrooms),
and in 2009 an estimated 12,377 county residents
experienced the severe hardship of homelessness.

Many of those in need are the working poor;
they did not suffer these financial calamities because
they weren't working, but were affected in spite of
holding down regular jobs. Low wages and high cost
of living mean that a job does not provide security
against financial hardship. In 2007, 47% of all food
insecure adults were employed, as were 67% of adults
who delayed or didn’t get needed medical care. An
estimated 16% of the homeless were employed in 2009.
Furthermore, 30% of homeless residents surveyed
indicated that their homelessness was due to loss of
a job, up from 18% in 2005, and making job loss the
number one reported reason for homelessness (the
second leading reason was alcohol/drug abuse).

Number of People Experiencing Hardships in
Santa Clara County

Experienced homelessness - adults and youth (2009) 12,377
Employed 1,980
Not employed 10,397

Unable to afford enough food (food insecure) - adults (2007) 105,000
Employed 49,000
Not employed 55,000

Delayed or didn’t get needed medical care - adults (2007) 192,000
Employed 128,000
Not employed 65,000

Lived in overcrowded housing - households (2008) 36,949

Sources: California Health Interview Survey 2007; 2009 Santa Clara County
Homeless Census; American Community Survey 2008. Homeless employment
estimate is derived from SCC Homeless Survey, which found 16% of
respondents were employed.

In 2007, 47% of all food
insecure adults were
employed, as were 67% of
adults who delayed or didn’t
get needed medical care.
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Making a Living: Indicator 3: Achieving Self-Sufficiency

0,
Poverty rate of 7.6% doe's not acct.lrately reﬂ.ect Poverty In Santa Clara County, 2000-2008
the number of people in financial hardship
2 12%

By official measures, Santa Clara County appears to <3
enjoy a low poverty rate, with only 7.6% of all residents c o 10%
and 9.4% of children below poverty as of 2008. '% 2 804 /‘\‘_‘/_ :h

However, the current Federal Poverty Level (FPL) g_ % ? /‘
formula, created almost half a century ago, grossly S 2 4
underestimates poverty in our region today. First, 5 g
the FPL is based exclusively on the cost of food, even c T 4% —&— Allages L
though the cost of other necessities like housing, i
transportation, health care and child care have risen & 2% =¢==Underage 18 [~
much faster than food. Second, the FPL makes no
adjustments for regional differences in cost of living. 0% T T T T T T T T

As a result, high—cost regions like Santa Clara 2000 2001 2002 2003 2004 2005 2006 2007 2008
County are plagued by hidden poverty - residents
falling below self-sufficiency and suffering hardships, Figure 1.17 Source: U.S. Census Bureau SAIPE

yet not regarded as officially “poor” and therefore not
eligible for many types of social assistance.

—> Hardships: Related Data

e Foreclosures Dsee p. 42
e Bankruptcy = see p. 47
e Unemployment o> see p. 49
* Underemployment see p. 50
® Public assistance see p. 58
o |Infant health o> see p. 66
o lack of health insurance o see p. 69
® Housing cost burdens o see p. 83
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INDICATOR 1: SAVINGS AND DEBT
INDICATOR 2: JOB SECURITY
INDICATOR 3: THE SAFETY NET



INDICATOR 1

Savings and Debt

KEY STATISTICS

* In the past two and a half years, the median value of homes in the San Jose
metro area has fallen by 24.2%. Moderately priced homes were the hardest hit;
homeowners in the lowest-priced tier have, on average, lost all of their home's

appreciation since 2001.

® One in five Santa Clara County homes and more than one third of all condos
are worth less than their original purchase price.

e Foreclosures in Santa Clara County have broken records every year for the past
four years, with 15,118 notices of default filed in 2009, an increase of 481%

compared to 2006.

e Personal bankruptcies in Northern California were at an alltime high in 2009,

up 160% since 2007.

WHY IT MATTERS

ver the past three decades, a transformation of
O the nature of work in the United States, coupled

with changes in public policy, has resulted in
a dramatic shift of risk: away from corporations and
other large-scale institutions, and onto individual
families. Silicon Valley is at the current epicenter of this
trend, a process that economic researchers have called
“the great risk shift” Outsourcing, off-shoring, part-
time and temporary employment and independent
contracting have replaced many of the formerly career-
oriented jobs available to U.S. workers. At the same
time, the “safety net” of home equity and access to
credit has vanished with the bursting of the housing
bubble and the subsequent collapse of financial and

credit markets.

Today, the middle class walks a tightrope of insecure
jobs, unreliable incomes, inaccessible health insurance,
and increasing debt, with worrisome prospects for the
immediate future, let alone for retirement. Middle class
financial and asset instability have been brought to the
forefront of national attention in the past few years
with the advent of the housing and foreclosure crisis.
Homeownership is a hallmark of the American Dream,
and owning one’s own home has long been viewed as
key to ensuring family stability and financial security.
But in the past two years, millions of American families
have seen that dream disappear as their homes have
been lost to foreclosure.
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FINDINGS: SAVINGS AND DEBT

HOMEOWNERSHIP

ne in five Santa Clara County homes and
more than one third of all condos are
worth less than their original purchase

price; homeowners in the lowest-priced tier have,
on average, lost all of their home’s appreciation since

2001

For thousands of Silicon Valley homeowners, the
American dream of home ownership is becoming a
nightmare. In the past three years, the median value of
homes in the San Jose metro area has fallen by 24.2%,
from a peak value of $741,800 in May 2007 to $562,600
in December 2009'. In 2009 alone, residential property
in Santa Clara County lost more than $17 billion in
assessed value as many homeowners struggled to make
mortgage payments on homes worth far less than is
owed on them?.

Although no segment of residential real estate
has been immune from this crisis, the losses have not
been shared equally by all homeowners. The Zillow
Home Value Index divides homes in each metropolitan
statistical area into three tiers, each representing 33%
of the housing market (top third, middle third, bottom
third). From a peak median value of $1,177,000 in
September 2007, houses in the most-expensive tier
of Silicon Valley real estate have seen their worth fall
by 16.4% to a value of $984,300 in December 2009. In
a striking contrast, homes in the least-expensive tier
lost 40% of their value, falling from a peak median
value of $621,000 in March 2007 to a median value
of $372,700 in December 2009.> When the housing
market collapsed, it landed hardest on middle- and
working-class families, leaving them in debt to the
bank for far more than their modest homes are worth.
These homeowners saw almost no appreciation in
their home’s value over the course of the decade: the
median value of homes in the least-expensive tier was
$364,900 in January 2010, 5.9% lower than the median
value of $387,600 in January 2001.

This problem of having negative equity (often
referred to as “being underwater”) in a home is highly
correlated with foreclosure because it severely limits a

Median Home Value, San Jose Region, 2000-2010
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Figure 2.1 Source: U.S. Zillow Home Value Index

family’s options when faced with any type of financial
crisis, such as a job loss, divorce or extended illness
or injury. The financial effect of being underwater
on a home mortgage extends beyond the inability to
borrow against home equity in order to make ends
meet. Equally important—especially in regions with
high unemployment like Santa Clara County—is the
loss of mobility caused by negative equity situations.
Homeowners who find it impossible to sell their houses
cannot relocate in pursuit of new jobs or opportunities,
and they may find themselves trapped in a vicious
cycle with foreclosure as their only means of escape. *
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oreclosure rate in Santa Clara County breaks
F all records—year after year after year

For the third year in a row, a record number of
Santa Clara County homeowners received notices
of default on their mortgages (the first step in the
foreclosure process). In 2009, lenders sent 15,118
notices, an increase of 26.8% over the previous record-
setting 11,922 default notices in 2008. By comparison,
the number of default notices sent in 2002 (also a
recession year) was 2,960.

The foreclosure crisis is a nationwide phenomenon
which has hit Santa Clara County severely due to the
region’s extremely expensive housing market. From
2006 to 2009, foreclosure activity increased by 208%

statewide; in Santa Clara County, it increased by 481%.°

The foreclosure crisis has resulted from a confluence
of factors: subprime loans, adjustable rates, 100%
financing, and other “exotic” loans made without
adequate oversight; subpar wages that blocked many
Americans from affording a home using conventional
loans and pushed them to rely heavily on excessive
credit (encouraged to do so by banks, brokers and
lenders); the housing bubble, which artificially inflated
home prices and then collapsed, leaving thousands
of Silicon Valley homeowners underwater on their
mortgages; and double-digit unemployment which has
caused homeowners to fall behind on their mortgage
payments when they lose their jobs.
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Figure 2.2 Source: DataQuick Real Estate News; ForeclosureRadar

—>Homeownership: Related Data

Housing cost burden o see p. 84
Affordability for firsttime homebuyers =psee p. 86
Annual home sales and prices see p. 85
New housing production see p. 88
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s established homeowners with traditional
mortgages fall victim to this crisis, record
numbers of foreclosures will continue

In a shift that is indicative of the true
extent of the foreclosure crisis, the number
of new defaults on “prime” mortgages
remained at record levels in 2009 even as
sub-prime loan defaults began to decline. As
shown in Figure 2.3, for California homes
the proportion of prime-rate mortgages
approaching foreclosure continues to
climb; by the final quarter of 2009, a record
10.3% of prime mortgages were seriously
delinquent or in foreclosure, and the
growth in delinquencies showed no sign
of slowing” This trend underscores the fact
that the crisis is no longer being driven by
sub-prime borrowers with shaky credit
histories.” The record number of defaults
on prime mortgages is being driven by the
toxic combination of falling home values
and job losses.

When home value declines below the
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purchase price, homeowners - even those

with standard, prime rate mortgages — can find
themselves in the situation of owing more on their
mortgage than the home is worth. Because home
values have fallen precipitously from their overinflated
levels, as discussed above one in five Silicon Valley
homeowners and one in three condo owners is now
in this situation of negative equity, often referred to
as being “underwater” in your home.

In a more normal housing market, a homeowner
who could not make his or her mortgage payment due
to extended unemployment would have the option of
selling their home and paying off the mortgage with
the proceeds. For underwater homeowners, that is not
an option. If their income drops due to job loss and
they cannot find money to make payments, they will
be forced into the foreclosure process.

This combination of factors indicates that the
foreclosure crisis in California is likely to continue
for the next year or longer. Median single-family

Figure 2.3 Source: Mortgage Bankers Association, National

Delinquency Survey 2009

home prices in California are expected to continue
to decline slightly through mid-20118, meaning that
underwater homeowners cannot look for large gains
in home value to help their situation in the immediate
future. Statewide unemployment hovers above 12% —
much higher in some of the counties hardest hit by the
housing crisis. Due to the huge number of foreclosures
being processed combined with (largely unsuccessful)
efforts to prevent foreclosure by modifying loans, the
average length of the foreclosure process has increased
by 20% since last year, meaning that the process will
be drawn out and sales of foreclosed properties will
continue to weaken the housing market for years to
come.’
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oreclosure crisis hits people of color
disproportionately hard, even those without
subprime mortgages

By now, it is no surprise that thousands of African-
American and Latino families who were given
subprime loans to purchase homes at the height of
the housing bubble have lost their homes to foreclosure.
Subprime loans increase a family’s monthly housing
costs significantly by charging higher interest than
prime-rate loans, and the disproportionate incidence
of predatory and subprime lending in minority
communities has been well established. A 2006
study determined that San Jose area homeowners
in predominately minority neighborhoods were
more than five times as likely to obtain a high-cost or
subprime mortgage for the purchase of their home than
homeowners in predominately white neighborhoods.'

With job losses driving the record number of
defaults on prime mortgages, and with people of color
experiencing unemployment rates significantly higher
than those of whites, the disproportionate impact
of the foreclosure crisis in minority communities
will continue despite the slight decrease in subprime
defaults''. Moreover, since the previous wave of
subprime foreclosures was particularly concentrated
in minority communities, it decimated property values
for even long-time homeowners with prime mortgages.
With unemployment more pronounced in minority
communities, people of color will continue to face the
double-edged sword of high unemployment and high
foreclosure rates.

Foreclosure has a devastating and prolonged impact
on families and communities. A 2010 national study
examined the impact on Latino families, finding that
families who experienced foreclosure suffered an
average financial loss of $89,155. The effects of losing
the family home and financial safety net were profound:
strained relationships among family members,
including parents’ relationships with their children;
a decrease in academic performance and increase
in behavioral problems among school-age children;
increased dependence on extended family and public
assistance; and possible loss of future educational
opportunities for children."
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HOUSEHOLD ASSETS AND DEBTS

families in the Western U.S. more than doubled,

B etween 2001 and 2007, the amount of debt held by

while income remained nearly flat

Throughout the 1990s, changes in the median
value of debt for families in the Western United Median Value of Debt vs. Income,
States roughly paralleled changes in family income, Western United States, 1989-2007
with total debt remaining at least slightly less than $100,000
annual pre-tax income. However, the current decade
has seen an explosion in household debt with no
corresponding rise in income. From 2001 to 2007,
annual before-tax family income in the Western U.S.
increased by only 6.6%, from $48,700 to $51,900 (in
constant 2007 dollars), while median household
debt, including mortgages, increased by 113% from
$44,800 to $95,500."

As the foreclosure and bankruptcy trends in

California indicate, this level of debt is unsustainable.
However, with the U.S. job market failing to provide $0 T T T T T T J
adequate incomes, many working families have 1989 1992 1995 1998 2001 2004 2007
been forced to rely upon debt to make up the gap
between wages and rising costs. In a survey of low- Figure 2.4 Source: Survey of Consumer Finances
and middle-income American households with credit card
debt, one-third reported relying on credit cards to cover basic
expenses: rent, mortgage, groceries, utilities, or insurance."
This extreme debt load has become a generation-defining
characteristic of today’s young adults, who—saddled with
student loan debt and facing an increasingly bleak job
market—are likely to be the first generation of Americans
not to be financially better off than their parents.”
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eal median financial assets for all families
Rrebounded slightly from 2004 to 2007, but

tremendous disparity exists for families of
color

Household financial assets come in a variety of
forms, from the balance in a checking account to the
stocks and bonds in a 401(k). Taken together, they
constitute a family’s emergency reserve funds, and
sooner or later, every family will experience a financial
emergency or at least an unanticipated expense.
When a family member loses a job or experiences an
extended illness, the car breaks down, or the roof starts
leaking, savings can prevent a financial challenge from
becoming a crisis. Savings, accrued over a lifetime,
are also the key to a secure retirement and the ability
to pay for education without incurring major debt.

After falling from a peak value of $32,300 in 2001
to $25,500 in 2004, real median financial assets of
households in the Western U.S. recovered slightly to
avalue of $29,100 in 2007.'¢ For non-Hispanic whites,
financial assets are lowest for those under age 35, with
amedian value of $7,350. Assets then increase steadily
with age to a peak median value of $73,700 when
the head of the household is 55-64 years old, before
gradually declining to a median value of $41,500 for
households headed by someone age 75 or older.

By contrast, non-whites and Hispanics over age 75
have median assets of just $1,200; the lowest of any age
group provided by the survey. This amounts to only
2.6% of the financial assets of non-Hispanic whites
of the same age. The profound lack of financial assets
among many non-white and Hispanic families is one
of the factors that threaten their long-term economic
security and their ability to enter or remain in the
middle class."”

Real Median Financial Assets of U.S. Households, by Age
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Figure 2.5 Source: Survey of Consumer Finances
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n 2009, a record 31,097 people in Northern
I California filed for personal bankruptcy

Unlike large financial corporations, when individual
families experience a financial collapse, declaring
bankruptcy may be their only way out. Despite a 2005
change in federal law that added tighter restrictions on
individuals ability to file for bankruptcy, the 31,097
new filings in 2009 was an all-time high, and exceeded
pre-2005 levels for the first time since the law was
changed. From 2007 to 2009, personal bankruptcies
in Northern California increased by 160%.'

A major factor driving this increase is the housing
crisis. Between 2006 and 2008, personal bankruptcies
rose 118% in the 16 states with declines in the Home
Price Index (HPI)*, more than double the rate of
increase seen in states with stable home prices.? This
statistic reinforces the idea that homeowners have
been using home equity loans or lines of credit as a
financial safety net in times of crisis or simply to make
ends meet. With the steep declines in Silicon Valley
home values over the past three years this safety net
has vanished, forcing more people into bankruptcy.?!

he face of bankruptcy: middle-class, college-

I educated homeowners

As middle class income volatility and unemployment
increase, higher education and homeownership—the
traditional strategies for building wealth—are no longer
a guarantee of financial security. Even before the current
financial crisis, more than half of U.S. middle class
families had no net financial assets, and two out of every
three middle-class families was financially insecure (as
measured by an index developed by research institute
Demos which assesses family financial security along
five dimensions: education, assets, housing, budget
and healthcare).?” Families with little savings or assets
are ill-equipped to handle a sudden medical or other
emergency, even when they have health insurance
coverage.

In 2007, medical problems or expenses contributed
to almost two-thirds of all bankruptcies, and three-
quarters of those filers had health insurance when
their illness began.”® Taken together, these findings
indicate that many American families are only one
serious illness or injury away from bankruptcy.

Number of filings, each quarter

Personal Bankruptcy Filings, Northern California,
2007-2009
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Figure 2.6 Source: Administrative Office of the U.S. Courts
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INDICATOR 2

Job Secu

rity

KEY STATISTICS

* The number of underemployed workers in the San Jose region climbed from

120,610 in 2007 to 228,122 in 2009, an increase of 89% over two years.

e A smaller percentage of Californians were working last year (57.5 % in July

2009) than at any time since 1977.

* Llong-term unemployment in California has more than doubled since 2007; in
2009, an unprecedented 35% of all unemployed workers were out of work for

more than é months.

e low-wage jobs strain the social safety net; in Santa Clara County, a worker
with two children who earns $10/hour is eligible for public assistance worth
$15,572 annually, despite having a full-time job.

e California workers who are represented by a union are 50% more likely to have
employer-provided health insurance and 96% more likely to have a retirement
plan than non-union workers, but union membership declined in 2009.

WHY IT MATTERS

n many ways, middle-class insecurity has never
Ibeen higher. Even before the current recession,

the Silicon Valley economy had ceased working
for the average worker. The Valley’s close ties to high-
tech and the global economy are the source of both
our greatest economic strengths and our greatest
weaknesses. Our region was hit first and hardest by
trends such as outsourcing, contracting, contingent
and temporary employment, vanishing career ladders,
and the movement from stable wages and pensions to
forms of compensation dependent on the stock market.

Cumulatively, these trends have generated a
qualitative change in the organization of work. More
and more jobs offer low pay, few if any benefits,
and no job security. They are dead-end positions,
requiring relatively little education and lacking career
ladders through which increased skills yield increased
compensation. Secure middle-class jobs that can

support the average family are disappearing, and the
few jobs that the local economy is beginning to add
to replace them are low-paying and often temporary.
To make matters worse, with unemployment in the
double digits, even these dead-end jobs are hard to find.
Having any measure of job security obviously
requires that you, first, at least have a job. And as the
last year has demonstrated, even if you still have a
good job in Silicon Valley, you never know when it
might disappear. Just as businesses suffer in the face
of economic uncertainty, so do individuals; workers
whose income is undependable have difficulty planning
for the future, and may be unable to access credit,
finance major purchases, or even rent a house or
apartment. Unemployment, underemployment and
the general shift away from stable jobs all add up to
heightened insecurity for the middle class.
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FINDINGS: JOB SECURITY

UNEMPLOYMENT AND UNDEREMPLOYMENT

he number of unemployed workers in Silicon Valley has increased by 154% since the start of the
recession in December 2007

The loss of a job is one of the primary factors that ultimately leads a family into bankruptcy or causes
them to lose their home to foreclosure. In the San Jose region, the unemployment rate reached a record high
of 12.4% in January 2010, with employment in the region at its lowest level in more than 20 years. Out of a
civilian labor force of 897,600 potential workers, 786,400 were employed and 111,200 were officially classified
as unemployed, a number that excludes thousands of workers who are either working part time for economic
reasons or who have given up looking for work.?* For additional analysis of Silicon Valley unemployment, see
Chapter 1: Making A Living of this report.

T he average duration of unemployment reached a record-high of 30 weeks in January 2010, as workers

wait longer and longer for jobs

Adding to the hardships created by the significant

increase in unemployment over the last two years is the Long-Term Unemployment As Share of Total

fact that the nature of unemployment has dramatically Unemployment, California, 1994-2009
changed. Since 2007, the percentage of unemployed

workers in California who have been out of work for
more than 26 weeks—the definition of long-term
unemployment—has more than doubled, from 16.8%
to 34.9% of all unemployed workers.”® Nationwide,
41% of unemployed workers have been out of work
for more than 6 months, pushing the average duration
of unemployment to a historic high of 30 weeks in
January 2010.%

With unemployment benefits traditionally capped at
26 weeks, Congress and the California Legislature had to
grant emergency benefit extensions to prevent thousands
of California workers from losing their benefits each
week.” With the majority of unemployed workers
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being permanent job losers, a smaller percentage of

Californians (57.5% in July 2009) was working last year

than at any time since 1977, and unemployment is predicted to remain in the double digits throughout 2010 Figure 2.7 Source:

before modest job growth begins in 2011.2 Economic P°“C>_’ Institute
The profound negative effects of long-term unemployment on families is well-established, and this recession analysis of CPS

has hit families with children particularly hard. Data on U.S. households from the March 2009 Current

Population Survey showed that of the 25.8 million married couples with children under 18, about 6 percent

of husbands were unemployed in 2009, compared with 3 percent in 2007; 4 percent of wives were unemployed

in 2009, compared with 2 percent in 2007.% This increase in unemployment causes considerable hardship for

families, as unemployed workers are forced to postpone medical treatments, cut back on spending for food,

change living arrangements and have trouble paying utility bills.*
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ne out of every five workers—228,122 people—in the
San Jose region were underemployed in 2009

With the shift away from
stable jobs and toward more part-
time, contingent and temporary
employment in Silicon Valley, the
problem of underemployment has

Unemployment and Underemployment in the

San Jose Region, 1998-2009
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underutilization was the focus of a
national study released in February
2010 by the Center for Labor Market Studies at Northeastern
University. The study found that underemployment in the current
recession has been highly concentrated among workers from
lower income households. In the fourth quarter of 2009, workers
in the top three deciles of the household income distribution—
those making $75,000 or more—had underemployment rates of
3.6% or less, while workers in the two lowest income deciles—
those making $20,000 or less—faced underemployment of 17.2%
or more. The data show that employed workers in the lowest
income decile were 13 times as likely to be underemployed as
workers in the top decile.*

The cost of underemployment for low-wage workers can
be severe in both lost hours of work and lower hourly wages,
resulting in dramatically reduced earnings. Like the subprime
mortgage meltdown and the housing market collapse, the
current underemployment crisis has hit those who can least
afford it the hardest.

Figure 2.8 Source: Economic Policy Institute analysis of CPS
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LOW-WAGE WORK

n 2008, 122,593 Santa Clara County workers had incomes below 200%

of the federal poverty level; half of all low-income adults were working
While unemployment obviously is a major factor contributing to working
families’ financial insecurity, even having a job is often not sufficient to lift
workers and their families out of poverty. In Santa Clara County, as of 2008
122,593 employed workers had household incomes that put them below
200% of the Federal Poverty Level ($35,200 for a family of three). Nearly half
(49.9%) of all low-income residents over age 16 were employed during 2008.%

hospitality sector; low-wage work is also common in construction,

I ow-income workers are heavily concentrated in the leisure and
retail trade and other services

The prevalence of low-wage work within an industry

is determined by a combination of the hourly wages paid

and the hours per week or weeks worked per year. Figure
30%

Prevelance of Low-Wage Workers by Major Industry, Santa

Clara County, 2008

2.9 shows the concentration of low-income workers -
employed workers who had a household income less

than 200% of the Federal Poverty Level, or $35,200 for
20%

28%

a family of three - in Silicon Valley’s major industries.**

Four industries stand out for their high prevalence
of low-income workers: leisure and hospitality, “other
services” (which includes repair & maintenance and
personal & laundry services), retail trade, and construction.
These four industries together account for half of all low-
income workers in Silicon Valley.*®
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Valley’s leisure and hospitality industry is just $22,141.%¢

In addition, leisure and hospitality is the only major industry in the Valley
in which less than 50% of workers have employer-based health coverage.”
The prevalence of low-wage jobs in leisure and hospitality is of particular
concern because it is one of the few sectors that has been adding jobs in
Silicon Valley over the past decade (see Chapter 1, Making a Living).

Figure 2.9 American Community Survey
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ow incomes for workers in leisure & hospitality

and retail trade sectors are due in part to high

levels of employment insecurity and lack of year-
round work

The leisure and hospitality sector is also notable for
its high prevalence of seasonal or intermittent work. In
2008, 22% of all leisure and hospitality workers in Santa
Clara County were employed for 26 weeks or less out of
the year — cutting their annual earnings in half or worse
relative to year-round employment.

Other sectors with a high prevalence of employees
working 26 weeks or less included retail trade (18%),
educational services (16%), and other services (16%).
Lack of year-round employment not only lowers
earnings, but the heightened insecurity involved can
make budgeting even more challenging for workers
who do not know how many weeks they may be able
to find work.

Workers Employed 26 Weeks or Less Per Year by
Major Industry, Santa Clara County, 2008
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Figure 2.10 Source: American Community Survey

ow-wage work carries hidden costs to the

community; a job paying $10/hr may be

subsidized by $15,572 or more in public
assistance

The proliferation of low-wage jobs is a prime
contributor to job and income insecurity. In addition
to paying wages that are inadequate to meet the cost of
living, low-wage jobs have higher turnover rates, are
less likely to offer health or retirement benefits and are
more likely to provide less than full-time year-round
work than are middle-wage jobs. Equally problematic,
yet often invisible, is the larger social cost of low wages,
as the failure to provide adequate compensation not only
has impacts on workers but on the overall community.

For example, a worker earning $10/hour, even with
full-time, year-round employment, makes just $20,800
annually: scarcely enough to cover rent (currently at
$16,056 for a two-bedroom apartment), never mind
food, utilities, transportation, healthcare or childcare. To
support their families and stay off the streets, low-wage
workers thus must turn to public assistance programs.
In Santa Clara County, a full-time worker with two
children who earns $10/hour is eligible for food stamps,
state-sponsored children’s health coverage and free
school lunch - even though he or she has a full-time
job. In total, the worker in question qualifies for public

assistance worth $15,572 annually, not including housing
assistance. Paid for with taxpayer money;, this assistance
amounts to a hidden subsidy for businesses that do not
pay a livable wage. Responsible businesses that do pay
enough for workers to live on are placed at a competitive
disadvantage.

Moreover, when even those with jobs are forced to
turn to public assistance, an enormous strain is placed
on city, county and state budgets and on the entire social
safety net. Emergency rooms, Valley Medical Center,
and community health clinics are all hard pressed to
maintain adequate health care services in the face of
growing numbers of uninsured residents. The Second
Harvest Food Bank has seen demand soar in the past
year; even with more volunteers and food donations
coming in, as much as half of the food need goes unmet.

Finally, paying wages that are inadequate to afford
housing has major impacts not just on workers and
families, but also on neighborhoods and the regional
transportation infrastructure. Low-wage workers usually
must choose between living in overcrowded, substandard
housing, which negatively impacts neighborhoods, or
else moving out to a lower-cost region and commuting
four hours or more every day, adding to traffic congestion
and pollution and robbing them of time to spend with
their families.
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LABOR UNIONS

n California, being represented by a union raises a
worker’s pay by an average of 19.3%, from $21.70

to $25.88 per hour

I

One way that workers can achieve higher

wages, better benefits, improved working
conditions and greater job security is through
unionization. Workers who choose to form
a labor union gain the ability to bargain
collectively with their employers, and the
benefits of using this strategy can be seen
in the differing employment conditions of
union and non-union workers. In California,
workers who are represented by a union are
50% more likely to have employer-provided
health insurance and 96% more likely to have
a retirement plan than non-union workers.
These enhanced benefits are in addition to an
average union wage premium of +$4.18/hr.

Even after controlling for age, education,
gender, ethnicity and industry differences
between the union and non-union workforces,
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union membership for California workers has
the effect of raising hourly wages by 20.6%,
increasing the likelihood of having health coverage by
23 percentage points, and increasing the likelihood of
having a retirement plan by 29.1 percentage points.*

Union membership has particularly large benefits
for women, Latino, African American, Asian Pacific
American and immigrant workers — groups who
tend to be underpaid compared to white males in the
workforce at large.

For the average U.S. worker, the union wage
premium - the amount by which union membership
increases wages — is 19.6%. For Latino workers this
premium is much higher, at 53.1%. Unions also provide
larger wage boosts to African Americans (38.1%),
Asian Pacific Americans (20.8%) and women (41.1%).
Union membership thus helps to counteract race- and
sex-based disparities in wages.”

Figure 2.11 Source: Center for Economic and Policy Research
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Figure 2.12 Source: Center for Economic and Policy Research
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nionization rate of Bay Area workers declines
| | in 2009, reversing previous two years of gains

Bay Area union membership declined in 2009, a
reversal from the increasing trend of the previous two
years. This decline is likely attributable to the recession
and accompanying job losses in more highly unionized
sectors such as manufacturing and construction. In
2009, the private-sector unionization rate for the San
Jose-San Francisco-Oakland region was 10.5%, down
from 12.3% in 2008.%

Combining the public and private sectors, 17.5%
of all workers in the Bay Area were covered by a union
contract in 2009, down from 20.1% in 2008.

Under the right circumstances, unionization can set
standards for an entire industry, improving job quality
for both union and nonunion workers.* However, this
kind of industry-wide effect generally occurs only in
industries that enjoy a high union density. As union
density in the U.S. has been eroded, job security has
declined in many fields.*

Unionization Rate for Bay Area
workers, 1989 - 2009
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Figure 2.13 Source: Unionstats.com analysis of Current Population Survey
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The Safety Net

KEY STATISTICS

The average weekly unemployment insurance payment in California was
$308.18 in January 2010, a 1.3% decline from January 2009. This amount is
not enough to cover the average monthly rent in Silicon Valley.

As of January 2010, more than one out of every seven Santa Clara County resi-
dents receives some form of public assistance. During the recession the number
of people receiving Food Stamps has jumped 53%.

Since 2001, the number of Silicon Valley residents receiving CalWORKs aid or
Food Stamps has nearly tripled. Ninety-one percent of recipients are U.S.-born,
and two-thirds are children.

Older adults aged 60+ make up 15.6% of Santa Clara County’s population, yet
they are 17% of Medi-Cal recipients, 19.7% of Refugee Assistance recipients,
and 97% of CAPI recipients.

The Governor’s proposed state budget could completely eliminate CalWORKSs
and CAPI, ending assistance to 41,180 Santa Clara County residents and

shredding the state’s safety net.

WHY IT MATTERS

he social safety net is supposed to be a means

I of support for households negatively impacted

by economic conditions, providing a degree of

insulation against job and income insecurity. But the

safety net in the United States is in a state of advanced
decay.

The majority of unemployed workers never receive
unemployment benefits, and even for those that do,
the amount and length of the benefits are usually
inadequate. Our health care system is in crisis, with
employer-based coverage shrinking and no existing

government program capable of picking up the slack
for the growing population of working uninsured
adults; federal health care reform will help to remedy
this situation, but key provisions do not take effect until
2014. Other safety net programs, such as welfare and
food stamps, play a crucial role in supporting the most
vulnerable segments of the population. However, these
programs have such limited eligibility requirements
that the majority of people impacted by economic risk
are excluded from help.
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FINDINGS: THE SAFETY NET

UNEMPLOYMENT INSURANCE

nemployment payments in California fall
short of the cost of living, and drop further

U

during the recession

Unemployment insurance is
intended to provide a safety net for
laid-off workers and their families.
The program’s rules and regulations,

Average Weekly Unemployment Insurance Payment,
California, 2000-2010
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benefits still must struggle to get by
on less than half their previous salary.

As of January 2010, the average weekly
unemployment insurance payment in California was
$308.18, a 1.3% decline from January 2009.* This
amount is not enough to cover the average monthly rent
in Silicon Valley,* let alone food, health care and other
costs. The lowest-income claimants receive benefits of
just $40 per week. Even the maximum benefit, $450
per week, is inadequate to meet the basic cost of living
in this high-cost region.

Job loss and the associated decline in income
can make it impossible for a family to make their
mortgage payments, putting them on the path to
foreclosure. Over the last year, unemployment has
played an increasingly large role in driving the high
rate of foreclosure.*

Figure 2.14 Source: U.S. Department of Labor

Prior to the recession, California had been making
steady progress in raising the payments provided
by unemployment insurance to a more sustainable
level. Unemployed workers got a boost in 2002, when
California increased the benefits payable through the
state’s unemployment insurance program. Previously,
California had one of the lowest benefit rates in the
country, with the average benefit replacing only about
39% of a worker’s previous wages. In 2007, the average
benefit replaced 49.0% of wages, above the national
replacement rate of 47.0%.*
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ixty percent of unemployed workers in
SCalifornia exhausted their unemployment
benefits in Q3 of 2009

Even if a jobless worker is fortunate enough to
qualify for unemployment insurance, he or she faces
an additional problem: the insurance runs out in six
months at most. If laid-off workers could quickly
find new jobs, the time limit would not be a problem;
however, as the nature of employment has shifted, long-
term unemployment has become far more common
than in the past. (See Indicator 2 of this chapter for
data on long-term unemployment.)

In California today, six out of ten workers on
unemployment exhaust their benefits, i.e., they run
out of benefits while they are still looking for work.

The exhaustion rate has increased considerably
during the recession as jobs have become much harder
to find. The exhaustion rate has gone from 43.5% in
the third quarter of 2007 to 60.0% in Q3 of 2009. By
comparison, the exhaustion rate in Q1 of 2001 was
36.6%.%

In the face of the Great Recession, the federal
government and the California Legislature have
provided emergency benefit extensions that enabled
many long-term unemployed to continue receiving
jobless benefits after the standard exhaustion period.
However, it is uncertain how long Congress will
continue to provide extended benefits.

Ul exhaustion rate (past 12 months)

Percent of Workers Who Exhausted Their

Unemployment Benefits Before Finding a New Job,
California, 2005 - 2009 Q3
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Figure 2.15 Source: U.S. Department of Labor
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PUBLIC ASSISTANCE

residents receiving food stamps by 53%; more than one out
of every seven Santa Clara County residents now receives

The recession pushes up the number of Santa Clara County

public assistance

As of January 2010, 289,939
children and adults were receiving Santa Clara County Children and Adults Receiving Public

public assistance in Santa Clara Assistance, by Type of Program, Jan 2007 - Jan. 2010
County: 15.5% of the population.

In total, this represents an 18.2% @ 300,000
increase since January 2008 in the E
number of residents who depended -2 250,000 B All other
on some form of public assistance © l I I programs
to make ends meet. Job loss has _E’ 200,000 -l—l— —_—— = = = = = -
. S B Food Stamps
forced many residents to turn to g only
public assistance in order to feed @ 150,000 T
their families. The highest growth = CalWORKs
was in people receiving food stamps 5 100,000 -
only, which jumped from 37,081 to 2 o Medi-Cal ol
56,913, an increase of 53.5%. £ 50,000 - edr-arony
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public assistance received not cash 2 0
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Since 2001, the number of Medi-Cal
enrollees in the 'co.unty has more . ) Figure 2.16 Source: Santa Clara County Social Services
than doubled. This immense need for assistance with health coverage Agency. ‘Medi-Cal only’ and ‘Food Stamps only’ do not
reflects the nation’s broken health care system, designed to rely on include CalWORKs
increasingly inadequate job-based health insurance (see Chapter 3
for further discussion of health insurance coverage and the impacts
of federal health care reform).
For residents struggling with increasing job and income insecurity,
public assistance programs are a vital part of the social safety net. In
addition to helping families avoid the extreme hardships of hunger,
homelessness and lack of health care, public assistance can give
recipients the stability they need in order to find or keep a job, provide
for their children or succeed in school.
However, many individuals and households in need are excluded
from aid programs due to strict state and federal eligibility standards.
In particular, the working poor often have incomes that are too high
to qualify for assistance yet too low to make ends meet. In addition,
adults without dependent children are not typically eligible for most
forms of assistance. Finally, many Californians who are eligible for
assistance do not receive it; as of 2007, only 48% of state residents
eligible for food stamps were actually receiving them.*
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portion of Silicon Valley families must turn

to public assistance; since 2001 the number
of CalWORKSs or Food Stamps recipients has nearly
tripled

I ong-term trend reveals a large and growing

CalWORKSs and Food Stamps are the two large-
scale public assistance programs which directly
supplement inadequate family incomes: CalWORKSs
through cash aid, and Food Stamps through credit
for food purchases. In the past decade, the number of
Silicon Valley residents dependent on these programs
has nearly tripled, growing from 32,804 people in July
2001 to 94,612 people in January 2010. This represents
an increase from 1.9% of the total county population
in 2001 up to 5.1% in 2010.

As shown in Figure 2.17, this increase is the result
of growing need throughout the decade; while the
sharpest growth has been during recessions, need has
not declined even during periods of high economic
growth. This continually increasing caseload places a
strain on the local safety net. It also indicates increasing
challenges for the local economy.

inety one percent of CalWORKSs or Food
Stamps only recipients were born in the
U.S.; two thirds are children

As of January 2010, 60% of the county’s CalWORKs
or Food Stamps only recipients were Hispanic/Latino,
12% white, 11% Vietnamese, and the remainder from
a wide mix of ethnicities. 91% were born in the United
States. Nearly two-thirds of recipients were children,
and 35% adults; among the CalWORKs adults, 77%
were women.™

Santa Clara County Children and Adults Receiving
CalWORKs Aid or Food Stamps,2001-2010
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Figure 2.17 Source: Santa Clara County Social Services Agency DEBS. Data
tracking methodology changed in July 2005; 2006-08 data are thus not directly
comparable to prior years. ‘Medi-Cal only’ and ‘Food Stamps only’ do not
include CalWORKSs clients.
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overnor’s proposed budget could eliminate
CalWORK:s entirely

In the state of California, the Governor’s Proposed
2010-11 Budget would completely eliminate the
CalWORKSs Program if the state does not receive a
hoped-for $6.9 billion in additional federal funds.
If enacted, beginning October 1, 2010 this proposal
would end aid and services for 40,100 children and
parents in Santa Clara County and more than 1.4
million people statewide.*’

Even if the $6.9 billion in federal funding is
received, the Governor’s budget would reduce cash
assistance grant for families (which at a maximum $694

per month for a family of three are already inadequate
to meet the basic cost of living) and entirely cut off
some recipients. In Santa Clara County these proposals
would result in reduced aid to 38,650 children and
parents, and 560 people losing aid entirely.>

Destroying the CalWORKSs safety net would push
families deeper into the cycle of poverty by denying
children the necessities needed to grow up healthy and
eliminating their parents’ ability to pursue training
and education or access childcare that enables them
to obtain and keep employment.

Ider adults are largely ineligible for
CalWORKSs, but seniors make up a
disproportionate number of clients in some

public assistance programs

Because CalWORKS is targeted to families with
minor children, low-income older adults are generally
excluded from CalWORKSs benefits, as well as being less
likely to receive food stamps. However, other public
assistance programs serve a disproportionately large
number of seniors.

Individuals age 60 or over make up 15.6% of
Santa Clara County’s population, yet they are 17% of
Medi-Cal recipients and 19.7% of Refugee Assistance
recipients. Another smaller cash aid program, CAP],
serves elders nearly exclusively at 97% of its caseload.
In total, 37,699 seniors — 16% of the total population
aged 60 and up - receive some form of public assistance
from the County.

The Governor’s proposed 2010-11 state budget
would eliminate CAPI entirely, ending cash assistance
for 1,080 elderly or disabled Santa Clara County
residents.”

Percent of Public Assistance Recipients Who Are
Seniors, by Program in Santa Clara County, January
2010
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INDICATOR 1: CHILDREN'S HEALTH
INDICATOR 2: ADULT HEALTH
INDICATOR 3: HEALTH CARE ACCESS AND INFRASTRUCTURE



INDICATOR 1

Children’s Health

KEY STATISTICS

e Through the efforts of the Santa Clara County Children’s Health Initiative, enrollment
in children’s public health programs grew for the ninth consecutive year, from

142,345 kids in 2008 to 149,049 in 2009. The loss of state and private funding
for these programs threatens coverage for more than 39,120 children in the county.

® More than 1 in 4 children in Santa Clara County are either overweight or obese.

e Since 2004, overweight/obesity rates have fallen for white and Asian children, but
showed no progress for Latinos and increased for African American children.

e Ethnic disparities persist in access to prenatal care. The percentage of African
American and Latina mothers who receive late or no prenatal care is twice that of

white mothers.

* The Governor's proposed 2010 cuts to the Healthy Families program, if fully
enacted, would eliminate health coverage for 37,120 children in Santa Clara
County and jeopardize the state’s access to federal funding.

WHY IT MATTERS

There are few things more vital to the well-being of
a community than the health of its children. Kids with
health insurance coverage are more likely to receive
necessary preventative treatment, more likely to see a
doctor when they are sick, and less likely to miss school.

In Santa Clara County, trends in overall children’s
health coverage have been encouraging in recent
years, as local policy has helped expand access to
quality public health insurance programs. However,
funding limitations at the federal, state, and local
levels continue to threaten the sustainability of these
programs. Maintaining sufficient funding to provide
coverage for the increasing number of children who
are eligible for public programs, especially in light of
the economic difficulties in the last two years, remains
a major challenge for children’s public health insurance
programs. If local and state programs are to continue
to protect children from the ongoing decline in job-
based insurance, there will have to be an enduring,

determined effort to keep them fully funded. Recently
passed comprehensive national health reform will
provide some additional funding for children’s health
programs, but if California reduces eligibility for
Healthy Families it will lose access to this funding.

One major emerging health risk for Santa Clara
County is childhood obesity. One in 4 children in Santa
Clara County are overweight or obese, far below the
national Healthy People 2010 objective of only 5% of
children being overweight/obese. Moreover, 1 in 3
Latino and African American children are overweight
or obese. Locally, First 5 Santa Clara County has
initiated a strategic plan to prevent early childhood
obesity, including efforts to improve access to healthy
food, decrease television screen time and marketing of
unhealthy food to children, and improve eating habits
of young children. To be successful, efforts to combat
childhood obesity must also take into account the
needs of minority and low income children.
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FINDINGS: CHILDREN'S HEALTH

CHILDREN'S HEALTH INSURANCE

umber of kids with public health coverage
continues to grow

Since its launch in 2001, the Santa
Clara County Children’s Health Initiative
(CHI) has dramatically improved health
coverage for Silicon Valley kids, more

Children Under 19 Receiving Public Health Coverage in Santa
Clara County by Program, 2000-2009
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$104,703,660 in state and federal funding
that came to this community through Healthy Families
and Medi-Cal.!

From January 2008 to June 2009, CHI assisted more
than 23,000 children with enrollment and renewals
into Medi-Cal, Healthy Families, and Healthy Kids.
Opverall, average monthly enrollment for these three
public programs increased for the ninth consecutive
year, rising from 142,345 kids in 2008 to 149,049 kids
in 2009 (see Figure 3.1).

Figure 3.1 Source: Santa Clara County Social Services Agency & Santa Clara
Family Health Plan
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tate and local budget challenges threaten to roll
S back gains in children’s health coverage

The success of CHI has helped keep overall health
insurance rates for kids very high, with more than
97% of all children in the county now covered - this
despite major declines in employer-based private
coverage over the past decade, amplified by the current
economic recession.” However, the spike in demand
for affordable children’s health insurance has outpaced
available funding. In 2008, one-time funding of $16.7
million from FIRST 5 California and the local FIRST
5 Commission kept the state from capping enrollment
in the Healthy Families program.’ However, in 2009 a
proposed state budget cut followed by the Governor’s
line item veto of Healthy Families forced a limit on
enrollment and threatened to end or deny coverage
for 32,358 children in Santa Clara County alone.*
The Healthy Families Program has since been re-
opened, but with increased monthly premiums and
co-payments for the program.

The Governor’s 2010 budget proposes the most
extreme cuts yet, up to and including elimination of
Healthy Families. If this proposal becomes reality in
2010, 37,120 Santa Clara County children will lose
their health coverage.®

California could lose significant federal funding
for children’s health programs if it reduces eligibility
levels. National health care reform provides additional
funding to states, but requires states to maintain current
eligibility levels for children in Medi-Cal and Healthy
Families.

The Healthy Kids Program has also faced funding
difficulties. Fortunately, the local community responded
when the need became apparent. The Santa Clara
Family Health Plan partnered with Kaiser Permanente
to provide health insurance coverage to children on the
Healthy Kids waitlist. However, despite the program’s
success, significant private foundation funding for the
CHI Healthy Kids programs across the state is expected
to cease at the close of 2010. This decision will leave
the Santa Clara County Healthy Kids Program with a
$2.7 million gap in funding which must be acquired
from other sources to avoid the elimination of over
2,000 slots in the program.S
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CHILDHOOD OBESITY

hildhood overweight/obesity rates declined

overall in the last three years, but rates

remained the same for Latino children and
increased for African-American children

Childhood obesity continues to be a growing
problem across the state and nation. Overall, our
community appears to be outperforming most of
the state in battling this epidemic. The percentage of
middle and high school students in Santa Clara County
who are overweight or at risk of being overweight
has declined from 31% in 2004 to 25% in 2008 (see
Figure 3.2). As of 2007, Santa Clara had the 14th
lowest childhood obesity rate out of the 58 California
counties.”

However, this improvement masks divergent
trends among children of different ethnicities. While
overweight/obesity rates for white and Asian kids
dropped from 29% for both groups to 18% and
20% respectively, the proportion of Latino children
who were overweight or at risk of being overweight
remained unchanged, and for African American
children the overweight rate increased by 9 percentage
points to 37%.

As aresult of obesity, children can suffer from health
problems including sleep apnea, hypertension and
asthma. Furthermore, children who are overweight in
early childhood have a higher risk of being overweight
as adults.® One study found that approximately 80% of
children who were overweight at 10-15 years old were
obese at age 25.° This is a cause for concern, as adult
obesity can increase the risk of hypertension, heart
disease, some cancers, type II diabetes and stroke."

According to a 2003 Field Research Corporation
study, nearly two thirds of Californians believe that
a community approach to childhood obesity is
necessary.'' In response to this growing epidemic,
California legislators in 2005 implemented new laws
establishing more rigorous nutritional standards for
food and beverages sold in schools. These laws limited

Percentage of Middle and High School Students Who Are
Overweight or at Risk of Being Overweight, Santa Clara
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Figure 3.2 Source: Santa Clara County CHKS

the sugar and fat content and the portion size of food
sold in schools. Locally, in 2007 the FIRST 5 Santa
Clara County Commission initiated the development
of a strategic plan to support prevention, intervention,
and treatment of early childhood obesity."

The decline in the overall overweight/obesity rate
indicates that efforts to reduce childhood obesity may
be seeing some success. However, the county still falls
far short of reaching the national Healthy People 2010
objective of only 5% of children being overweight.
Furthermore, the ethnic disparity in overweight/obesity
trends indicates that these programs are having limited
impact among Latino and African-American children.
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INFANT HEALTH

ewer mothers have access to timely prenatal
F care; ethnic disparities persist

Children’s health care needs begin before they are
born. An expectant mother’s access to early prenatal
care can significantly reduce the risk of health problems
for her child as well as herself.”?

In 2006, the percentage of Santa Clara County
mothers who received late (after the first trimester)
or no prenatal care climbed to 15.9%, up from 12.9%
in 2005, and remained at this rate in 2007."* It is too
early to tell whether this jump is a statistical anomaly
or the beginning of a change in trends (which prior to
2005 had held steady for 10 years).'” Regardless, Santa
Clara County continues to fall short of the national
Healthy People 2010 objective to provide at least 90%
of mothers with the early prenatal care they need.'

Large disparities continue to exist among different
racial/ethnic groups in terms of access to early prenatal
care. From 2005 to 2007, the share of Latina mothers
receiving late or no prenatal care rose from 19% to
22.1%, the second highest rate of any racial/ethnic
group.'” Rates also remained elevated among African
American mothers, with 23.5% not receiving first
trimester prenatal care in 2007, compared to 12.7%
of Asian/Pacific Islander mothers and 9.9% of white
mothers (see Figure 3.3)."

since 2001; African-American and Asian-

I ow birth weights show a slight increasing trend
American babies remain most likely to be

born underweight

Birth weight is another key indicator of infant
health, as low birth weight babies are at higher risk
of infant mortality, long term disabilities and other
health problems.'® From 2006 to 2007, the countywide
share of babies born at low birth weight (<2500 grams)
decreased slightly from 6.8% to 6.6%.% Santa Clara
County is not meeting the national Healthy People 2010
objective of 5.9% or fewer babies born underweight.

Opverall, low birth weight has shown a very small,
but increasing trend countywide since 2001. As of
2007, African American babies and Asian/Pacific
Islander babies continued to be most at risk of low
birth weight, at 11.5% and 7.3% low weight births
respectively. Latino babies (5.9%) and White babies
(6.2%) are least likely to be born below a healthy weight
level (see Figure 3.4). %!

Percent of Mothers Receiving Late or No Prenatal
Care, by Race/Ethnicity, Santa Clara County, 2000- 2007
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Figure 3.3 Source: Santa Clara County Public Health Dept.

The implementation of the national health reform
provisions slated to begin in 2014 will likely reduce
disparities in access to prenatal care. Federal health
legislation requires all insurance companies to provide
an essential benefit plan to members, which will
include maternity and newborn care. The legislation
also mandates all Americans to maintain a health
insurance plan; therefore the vast majority of women
who become pregnant in 2014 and beyond should have
health plans covering prenatal services.

Low Weight Births by Race/Ethnicity, Santa
Clara County, 2000-2007
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Figure 3.4 Source: Santa Clara County Public Health Dept.

Page 66

Working Partnerships USA



KEY STATISTICS

INDICATOR 2

Adult Health

*  Workers in California paid more for job-based health coverage last year, with
the average annual cost to workers for job-based family health premiums up from

$3,194 in 2008 to $3,398 in 2009.

e Since 2000, workers’ annual cost for job-based family health coverage has

increased 130%.

* Spurred by the recession, the number of uninsured Californians jumped from 6.4
million in 2007 up to 8.2 million in 2009.

* Employer surveys report that six percent of California employers are “very likely” to
drop health insurance coverage entirely in 2010, compared to 1% in 2008.22

e Adult overweight and obesity rates have climbed steadily in Santa Clara County
since 2000; as of 2009, 55% of adults are overweight or obese.

* Diabetes continues to be the 7th leading cause of death in Santa Clara County.??

e Approximately 126,437 low-income adults in Santa Clara County, including seniors
and disabled residents, lost dental benefits in 2009 when state funding was cut.

® Beginning in 2014, federal health care reform will dramatically expand access to
public insurance programs and subsidies for low-to-middle-income adults, covering
an estimated 80% of the state’s 6.5 million uninsured.?

WHY IT MATTERS

The health of the adult population in a community
can have both quality of life and economic repercussions,
as adult health treatments account for the bulk of all
health care costs, and employees who are sick are less
likely to be able to go to work. Some health outcomes
in Santa Clara County have worsened in recent years;
the national obesity epidemic is being felt locally, and
diabetes rates are creeping up. Still, Santa Clara County
ranks 4th highest in the state for health outcomes and
3rd for health behaviors.”

Although the most recent data on adult health
insurance in Santa Clara County shows overall rates
holding steady, declining trends in employer sponsored
coverage due to the recession are cause for alarm.
Nationally, the rise in health care costs and insurance
premiums in recent years has caused employers to shift

more costs to employees or drop coverage altogether.
More people have become uninsured and face obstacles
to obtaining coverage in the private market due to
prohibitive costs or pre-existing conditions.

While public programs like Medi-Cal in recent
years have partially compensated for declines in
adult job-based coverage, most working adults are
not currently eligible for Medi-Cal. Recently passed
national health care reform will expand Medi-Cal to
cover all citizens below 133% of the federal poverty
level, a massive extension that will cover many of the
state’s uninsured. However, this expansion of Medi-
Cal will not begin until 2014; therefore unless other
coverage options are made available to low-income
adults, we will likely continue to see a rise in the
uninsured adult population between now and 2014.
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Staying Healthy: Indicator 2: Adult Health

FINDINGS: ADULT HEALTH

COSTS AND COVERAGE

he number of uninsured Californians climbs
to an estimated 8.2 million, up from 6.4
million in 2007

From 2007 to 2009, California’s unemployment
rate more than doubled, up from 5.4% to 12.3%.%
Many employers responded to the recession by laying
off workers, or — for those workers who kept their
jobs — discontinuing the provision of employment-
based health coverage. These events led to a large
drop in the number of Californians that had health
insurance in 2009.

Statewide, an estimated 8.2 million Californians —
24.3% of the population - lacked any form of health
coverage in 2009, a sharp increase from 6.4 million
uninsured in 2007. For adults (age 19-64), the number
who were uninsured jumped from 5.3 million in 2007
to 6.8 million in 2009. An estimated 29.5% of the
nonelderly adult population lacked health insurance
last year. The rising uninsured rate was driven by
declining employment-based health coverage; the
percentage of nonelderly adults with job-based
coverage dropped from 57.3% in 2007 to 51.3% in
2009.

COBRA subsidies through the American Recovery
and Reinvestment Act (ARRA) provided some help
to laid-off workers across the country, however, the
increased take up of COBRA was not enough to
offset the loss of job-based coverage. Furthermore,
public coverage options for adults are strictly limited
by restrictions on income, number of dependants,
disability, and age, leaving many adults without
affordable access to coverage. Recently passed national
health care reform will expand access to public coverage
considerably beginning in 2014.
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Staying Healthy: Indicator 2: Adult Health

n Santa Clara County, racial disparities in health
I insurance coverage persist; overall coverage rates
remain higher than the state average

While rising costs in health insurance premiums
led to a national decline in job based health insurance
rates between 2000 and 2007,%® Santa Clara County
bucked this trend and continues to maintain one of
the lowest rates of uninsured adults in California. As
0f 2007 (the latest available data), 86.8% of non-elderly
adults in the county had health coverage.”

Despite this fact, there are notable racial/ethnic
disparities in rates of coverage. In 2007, 93.8% of non-
elderly white adults had some type of health insurance
coverage, compared with 85.9% of Asians and 73.6%
of Latinos (see Figure 3.5).

Ethnic disparities in health insurance coverage are
even more notable for low-income adults (household
incomes at or below 200% of the federal poverty level).
While the difference in coverage rates among whites of
different income levels is relatively small, low-income
ethnic minorities are far less likely to have insurance
coverage than their higher income counterparts and
than low-income whites. Among those with incomes
equal to or less than 200% of the federal poverty line,
69.2% of Asians, 60.9% of Latinos, and 59.8% of African
Americans have insurance coverage , compared to
89.3% of whites (see Figure 3.6).

National health reform is expected to have the
greatest impact on low-income adults, who currently
have the highest uninsured rate in Santa Clara County
and nationally. All adults under 133% of the federal
poverty line will be eligible for Medi-Cal, and all other
adults under 400% of the federal poverty level will
be eligible for subsidies to purchase coverage either
on their own or through their employer. In addition,
large businesses with more than 200 workers will be
required to enroll employees into an employer plan
and small businesses with less than 50 workers will be
offered new tax breaks to assist employers in providing
health coverage to their workforce, which will also help
reduce the number of uninsured in Santa Clara County.

Federal coverage expansion will begin in 2014 and
upon full implementation a projected 80% of uninsured
Californians will be covered through health reform.
The remaining uninsured will include undocumented
individuals and those individuals that qualify for a
hardship exemption from the individual coverage
mandate.®
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orkers’ costs for family health premiums
jump another 6.4% in 2009, bringing
premium increases up to 130% this decade

Since 2000, Californians have experienced dramatic
increases in the cost of job-based health insurance.
2009 was another year of rising costs, with the steepest
increases impacting the cost of family coverage.

As Californians continue to feel the effects of the
economic downturn, the average worker contribution
for an employer-based plan continued on an upward
trend, increasing by 6.4% from 2008 to 2009. For
the first time since 2000, costs declined slightly for
individual coverage: premium costs for workers were

Average annual worker contribution
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Worker Contributions to Job-Based Family Health
Insurance, California, 2000-2009
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reduced by 3.1% from an average contribution of $582
in 2008 to $564 in 2009. It is unlikely that this will
be a continued trend based on previous years’ steady
increase in rates. Between 2000 and 2009, premiums
more than doubled, increasing 130%, while the overall
inflation rate increased 24.6%.%

mployers seek to contain their expenditures
Eon employee health care

According to the California Employer Health
Benefits Survey, in 2009, 15% of California firms
reduced the scope of benefits or increased cost sharing
in response to the economic downturn. Eleven percent
increased workers’ share of the premium and 44% of
large California employers are “very likely” to increase
employees premiums in the next year. Six percent of
California employers reported they are “very likely”
to drop coverage entirely in 2010, as opposed to 1%
in 2008. Based on these findings, working families
can expect to see reduced access to employer-based
health insurance and, for those who still have coverage,
continued increases in costs until national health
reform is implemented.

Figure 3.7 Source: California Health Care Foundation
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he percentage of workers with deductibles of
$1000 or more doubles for those with single

Workers With Health Plan Deductibles of $1000 or More,

California, 2006-2009

coverage and increases by 44% for those with 50%

family coverage
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In an effort to keep premiums down, a greater
share of employers are purchasing high deductible
health plans that may offer lower monthly premiums
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Among California workers with individual
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or more doubled, jumping from 16% in 2006 to 32%
in 2009 for all plan types (see Figure 3.8). For those 10%
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Furthermore, the share with a deductible of $2,000 or
more rose from 15% in 2006 to 34% in 2009.%

Adding to the burden, average prescription drug
co-payments have grown 33% for California workers
since 2002.>* All of these rising health expenses
combine to force families to spend larger shares of
their income to stay healthy.

The impacts of the steadily increasing costs of
health care are being reflected in public attitudes about
health care affordability. In 2007, 47% of Californians
reported that they worry a great deal/quite a lot about
being unable to afford needed care when they are
sick. This is up from 32% who felt this way in 1997.
Moreover, Californians are increasingly attempting
to control costs by neglecting needed care. In 2007,
58% of Californians in fair or poor health reported
avoiding some type of needed care due to cost, up
from 43% in 2004.%

enti-Cal program is cut, causing low income residents to lose dental
D benefits

In response to the state budget crisis, most adult dental services under the Denti-
Cal program have been eliminated effective July 1, 2009. Approximately 126,437
low-income adults in Santa Clara County, including seniors and disabled residents
who do notlive in certain skilled nursing facilities, lost their dental benefits when
the Denti-Cal program was reduced.’® According to a report by the Oral Health
Access Council, in addition to the loss of dental services, the County stands to lose
169 jobs as a result of the elimination of the program. Oral health is important to
overall health and well-being; adverse health problems associated with poor oral
health include infections, respiratory disease, and complications for those with
chronic illness such as diabetes. In California, emergency department visits due
to preventable dental conditions rose 12% from 2005 to 2007.%

Figure 3.8 Source: California Health Care Foundation
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HEALTH OUTCOMES & WELL-BEING

dults are increasingly likely to be overweight
Aor obese, with attendant health risks

Being overweight or obese increases the risk of
a variety of chronic diseases and negative health
conditions including hypertension, type II diabetes,
coronary heart disease, and some cancers. Because of
its strong correlation with negative health outcomes
and, conversely, because weight loss can help improve
many negative health conditions, overweight/obesity
figures serve as an important public health indicator.®

In Santa Clara County overweight/obesity rates
have crept up in recent years, climbing from 51.6%
of adults above recommended body weight in 2000
to 54.8% in 2009.*° Rates among men remain higher
than among women, with 59% of adult men overweight
or obese in 2009 compared to 48.7% of women. But
women’s risk is climbing: while men’s overweight/
obesity rates have remained stable since 2000, women’s
rates have increased by 5.4 percentage points (see
Figure 3.9).%

While comparison data before the year 2000 are not
available for Santa Clara County, these local increases
in overweight/obesity rates fall in line with longer and
more disturbing trends seen throughout the United
States over the past 20 years. Since 1990 the share of
the U.S. population who are considered overweight or
obese has climbed from 44.7% to a full 63% in 2007.
California has seen similar increases, with overweight/
obesity rates growing from 43.6% in 1990 to 59% in
2007.* Since weight changes are directly related to the
difference between calories consumed and calories
burned, from a public policy perspective there are
essentially just two ways to deal with this growing
epidemic: encourage increased physical activity or
improve people’s diets.
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Figure 3.9 Source: Santa Clara County Public Health Department’
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iabetes, the 7th leading cause of death in Santa
Clara County, is on the rise among middle-aged

and elderly adults

Diabetes, a chronic disease

affecting the body’s metabolism, Diabetes Prevelance By Age, Santa Clara County, 2000-2008

has become a major public health

concern and is the seventh 2%
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been clinically diagnosed.* & 18-24 25-34 35-44 45-54 55-64 65+ Overall
Diabetes rates in Santa Clara Age

County are strongly correlated

with age, with older residents at a much higher risk of the
disease. In 2009, residents ages 65 and over were most likely,
at 20.3%, to have been diagnosed with diabetes, compared
with 18.3% of 55-64 year olds and 9.2% of 45-54 year olds.
The diabetes rate for adults ages 44 and under was well below
that of their older counterparts (see Figure 3.10).* With local
population growth projected to be highest over the next 20
years among those 65 and older,* diabetes prevention and
treatment will only become more critical. Along with an
increased number of people over the age of 65 will come an
increased proportion of the population with diabetes. In order
to keep the cost of health care spending down, we will need
to make an effort to prevent diabetes and encourage proper
treatment and maintenance for those who already have diabetes.

Figure 3.10 Source: Santa Clara County Department of Public Health
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thnic disparities in diabetes rates have fatal
Econsequences for Latinos

Disparity in diabetes rates exists among racial/
ethnic groups as well. In 2009, Latinos had the highest
prevalence of diabetes in Santa Clara County, at
10.7%." Asian Americans had the lowest rates, at
5.7% diagnosed with diabetes (see Figure 3.11). In
2006, African Americans had the highest prevalence
of diabetes in Santa Clara County, at 13.6%.

This disparity has fatal consequences. In 2005,
Latinos had the highest proportion of deaths due to
diabetes (7.4%) of any ethnic group.*® Adults with
diabetes have mortality rates 2-4 times higher from
heart disease and stroke than those without the
disease.”

Adult Diabetes Prevalence by Ethnicity, Santa
Clara County, 2006-2009
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Figure 3.11 Source: Santa Clara County Department of Public Health

he economic costs associated with overweight/
obesity, physical inactivity, and diabetes are
on the rise

Poor health conditions in a community raise
economic as well as social concerns. For example,
according to a study by the California Center for
Public Health Advocacy, in 2006, total economic costs
of $41.2 billion dollars statewide were attributable
to overweight, obesity, and physical inactivity.*
Approximately half of that amount was spent on
healthcare, while the other half represents the cost
of lost productivity. The annual costs of overweight/
obesity and physical inactivity total an estimated $2.1
billion in Santa Clara County.”® To reduce costs and
improve the overall health of its residents, county
level policy makers must ensure our communities
are places where residents can make healthy food and
activity choices.

Chronic conditions such as diabetes also impose
large costs. According to a study done by the American
Diabetes Association in 2007, patients with diabetes
have medical expenditures that are on average 2.3
times higher than persons without the disease.” For
the uninsured and underinsured, the costs can be
overwhelming, forcing delay in screening, treatment,
and care. These patients may not seek care until their
situations become so extreme they need emergency

Reported Total Costs of Overweight, Obesity, and
Physical Inactivity in California (in billions)
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Figure 3.12 Source: California Center for Public Health Advocacy

care. The Santa Clara Diabetes Coalition estimates that
in 1997, health care costs for people with diabetes in
Santa Clara county totaled $1.5 billion or 29% of all
health care dollars spent in our county.*®
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INDICATOR 3

Health Care Access/Infrastructure

KEY STATISTICS

e The number of Medi-Cal outpatient visits provided by Valley Medical Center
increased 36% in the past five years, from 293,168 visits in 2004 to
397,642 visits in 2009, as other area hospitals stopped accepting Medi-Cal

patients or closed down altogether.

* The total hours that Valley Medical Center’s emergency room was forced to
divert ambulances to other hospitals increased 58% in the last year, from 603
total hours in 2008 up to 954 hours in 2009. Other emergency rooms in the
county experienced similar levels of increased diversion hours.

® The population of Santa Clara County is projected to grow by 21.8 percent
between 2000 and 2020, with the highest growth rates among the elderly
(93.4%). This growth will lead to an increased demand for health services, as
individuals ages 65 to 74 use five times more acute care hospital days than

those ages 15-44 .54

WHY IT MATTERS

Having health insurance coverage does not
guarantee access to health care services. Obtaining
needed health care requires, among other things,
that there be a doctor or hospital with time and
space available, willing to accept your specific type
of coverage (or lack of coverage), and offering the
services you need.

The challenge of accessing needed health care
services has grown for many in Santa Clara County in
recent years and the county has responded by opening
three additional health centers and a specialty center.
However, as the proportion of seniors in the county
increases, we will need to be prepared for the increased
demand for medical care an aging population will need.
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FINDINGS: HEALTH CARE ACCESS/INFRASTRUCTURE

ACCESS FOR LOW-INCOME FAMILIES

care to thousands of uninsured residents and
to a steadily growing share of the county’s

T he public health care safety net provides vital

Medi-Cal population

Santa Clara County’s high quality public health
care delivery system is vitally important to residents
who do not have access to or cannot afford health
insurance. Through its public hospital, Santa Clara
Valley Medical Center (VMC), and its broad network
of community clinics, the county has been able to
deliver both preventative and acute care to much of its
uninsured population. In calendar year 2009, the Santa
Clara County Health and Hospital System (SCVHHS)
provided more than 13,171 inpatient days of care and
123,368 outpatient visits for the uninsured.”

Outpatient Visits by Type of Insurance, Santa Clara
Valley Medical Center, 2004-09
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Figure 3.13 Source: Santa Clara County Health and Hospital System. Note:
“Other” means uninsured for the years of 2003-2007. For 2008 & 2009,
“other” includes uninsured and self-pay patients. *For years 2003-2007, totals

Meanwhile, SCVHHS is also the major provider
of care to residents insured through Medi-Cal, the

state’s major low-income health insurance program.
In large part due to the recent decline in the number
of hospitals that will accept Medi-Cal insurance in
Santa Clara County, the care provided to Medi-Cal
beneficiaries by the public health system has been
steadily growing. From fiscal year 2004 to the end of
calendar year 2009, the number of Medi-Cal outpatient
visits provided by Valley Medical Center increased
36%, from 293,168 visits to 397,642 visits (see Figure
3.13). Medi-Cal visits now account for 49.5% of all
outpatient visits provided at VMC, compared with
45% of all visits in 2004.

The growth in health services provided to Medi-
Cal enrollees at VMC has driven an overall increase
in inpatient days and outpatient visits throughout the
public health system. While the ability of SCVHHS
to provide needed services to low-income families is
well recognized, its growing share of Medi-Cal patients
stretches system capacity, which could jeopardize
access.

are for fiscal years; for 2008-2009, totals are for calendar years.

ew health centers expand access to services

The county has responded to increased
primary and specialty care needs by opening new
health centers. Valley Specialty Center (VSC), opened
in 2008, features 190 exam rooms, as well as pharmacy,
laboratory and imaging services. The physicians and
medical staff of VSC are able to care for over 265,000
patients each year. The opening of Valley Health
Centers in Gilroy and Sunnyvale (Fair Oaks) expands
primary care, dentistry, public health immunizations
and WIC services to more south and north county
residents. A health center in Milpitas is planned to
open in June 2010.
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ACCESS TO EMERGENCY CARE

The ambulance diversion rate at Valley Medical
Center jumps 58% in 2009

Home to the only Level I trauma center in the heart
of the county and the South Bay’s only burn center,
Valley Medical Center’s emergency department is a
critical component of the region’s emergency health
infrastructure.

Evidence that this infrastructure is being stretched
can be found by looking at Valley Medical Center’s
ambulance diversion rate - a key indicator of emergency
room crowding. The number of hours that Valley
Medical was forced to divert ambulances from its
emergency room increased 58% between 2008 and
2009, from 603 total hours up to 954 hours (see Figure
3.14).% This was over twice the number of diversion
hours at VMC in 2005, just after the 2004 closure of
San Jose Medical Center. The increase in diversion
hours at VMC is indicative of a broader trend in Santa
Clara County, with diversion hours for other hospitals
serving the region increasing from 1,629 total hours
in 2008 up to 2,134 hours in 2009.”

One strategy pursued to ease some of the strain
on the county’s urgent and emergency care system
was a critical November 2008 bond measure to help
VMC upgrade its buildings to meet state mandated
seismic safety requirements. The initial results of the
approach are described in the Solutions section of this
report (see page 122).

Total annual hours of ambulance

Hours of ED Ambulance Diversion, Santa
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Figure 3.14 Source: Santa Clara Valley Health and Hospital System
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he number of visits to the Emergency Room at Number of Visits to the E mergency
Valley Medical Center increases 14% in 2009 .
Department, Santa Clara Valley Medical

67,423 people visited the Emergency Department 80,000 - Center, 2008-2010
at Santa Clara Valley Medical Center (VMC) in 2009,
up 14% from 59,277 visits in 2008. VMC projects
a continued increase this year, up nearly 10% to a
predicted 74,000 visits in 2010.

It is likely that the recession has contributed to the
increase in emergency visits. According to current
estimates, 8.2 million Californians lacked health
insurance in 2009, up from 6.4 million in 2007.% In
the current recession, many workers with employer-
based insurance have lost their job, and along with it,
their health coverage, leaving them less likely to have
access to preventative care and more likely to use the
emergency room when faced with a medical problem.
Patients with chronic illness may delay care and have
difficulty paying for medications and preventative care 0
when they are uninsured or underinsured, leading to
emergency room visits when their conditions worsen. 2008 2009 projected 2010

Another factor contributing to increased emergency
room use across the country may be difficulty in
obtaining primary care appointments.” According
to a survey of recent emergency department users in
California, 46% reported a belief that their problem
could have been handled by a primary care physician
had one been available.*® In addition, a study done
prior to the recession found that the national increase
in emergency department visits was not attributable
to increased use by the uninsured. The study found
the proportion of emergency visits by the uninsured
had not changed substantially between 1992 and 2005,
while the number of overall visits went up 28 percent.*'

A final driver of increasing ER usage is the county’s
aging population. In 2001, 19.8% of ER visits in Santa
Clara County were made by persons over the age of 65;
in 2005 the percentage increased to 25.1%.%
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Figure 3.15 Source: Santa Clara Valley Health and Hospital System
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ACCESS FOR SENIORS

projected growth rate of 93.4% in the over-65
population from 2000 to 2020 will lead to
increased need for medical services

Between 2000 and 2020, the over-65 population in
Santa Clara County will nearly double, with a projected
growth rate of 93.4%.% The overall population will grow
much more slowly at 21.8%.% In San Jose, the number
of people age 65 and older will grow by an estimated
210,000 between 2007 and 2040 (see Figure 3.16).

Along with the growth in this section of the
population will be an increase in demand for health
services. Based on data published by the California
HealthCare Foundation, the elderly use 4 to 20 times
more acute care hospital days than those under
65.% Furthermore, a large percentage of Medicare
beneficiaries suffer from multiple chronic illnesses.
In 2005, 79% reported having two or more chronic
conditions and 37% reported four or more.* Persons
with chronic conditions may require more frequent
doctor’s visits to monitor their conditions. In 2001,
11.8 percent of seniors (age 65 and over) had 12 or
more visits with a medical doctor and in 2005 14.1%
of seniors had 12 or more visits with an MD. As the
population of older adults grows, they will need a
health care workforce and infrastructure prepared to
meet their health needs.

Adding to the difficulty of meeting the needs
of an aging population is the national shortage of
geriatricians-physicians with advanced training that

San Jose: Population Growth by Age
Group, 2007-2040
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Figure 3.16 Source: Center for the Continuing Study of the California Economy

prepares them to meet the unique needs of older
patients, including those with multiple health problems.
According to the American Geriatrics Society, there
are only 7,345 certified geriatricians practicing in the
U.S. -- a 5.4 percent decrease from the year 2000 and
roughly half the number currently needed.

ong-term care costs plus rent and food exceed
Lmedjan income for seniors living alone in 100%
of California counties

There are approximately 20,000 economically
insecure seniors living alone in Santa Clara County.”’
Seniors living alone are the most likely to need some
in-home assistance to stay in their home safely and
avoid moving into a nursing home. In Santa Clara
County, the cost of a typical amount of long term
care (16 hrs per week) plus the cost of food and rent
for a senior who lives alone is $45,993.% However, the
median income for male seniors living alone is $33,444

and for female seniors is only $23,739.%° Female seniors
living alone are the group most likely to need paid in-
home assistance when they become disabled, yet are
the group least able to afford such care. Long-term care
is not covered by most health insurance policies and
only very low income seniors qualify for state funded
in-home services, a program which has been threatened
to be eliminated to balance the state budget.
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tate budget crisis threatens to cut In Home
Supportive Services for 3,100 seniors and

disabled residents

In Home Supportive Services (IHSS) allow seniors
and disabled adults to continue to live in their home,
rather than moving to a nursing home. Approximately
11,631 seniors in the county are THSS recipients; 60.2%
have cognitive impairments and 89.1% need substantial
help to shop for food.” Nearly 60% of the county’s
THSS senior recipients are age 80 or over.”! With such
a high percentage of this group having risk factors for
nursing home use, it is likely these seniors would not
be able to continue in their homes without IHSS.”

The governor’s budget for 2009-2010, which was
approved by the state legislature, called for a 57% cut to
IHSS. Two consumer-oriented statewide groups have
filed suit in federal court to block the cut.”> According
to the Department of Social Services, an estimated
3,100 seniors and disabled adults in Santa Clara County
alone would lose all of their paid caregiver hours
under the program if the proposed budget reduction
goes into effect. In 2010-2011, THSS is among the
list of programs which the governor has proposed
to eliminate if California does not receive additional
federal funding.
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INDICATOR 1
Housing

KEY STATISTICS

* Average rents in Santa Clara County fell to their lowest level in three years,
dropping 11.5% from $1,675 in fourth quarter 2008 to $1,482 in fourth quarter
2009. Yet, the county still ranks as the 3rd most expensive rental market in the

Western United States.

* Home sales in Santa Clara County climbed 23% in 2009, reversing a 4-year
downward trend that had cut annual sales in half.

® Median prices for existing single family homes continued their slide, dropping 21%
from $668,000 in 2008 to $530,000 in 2009, the lowest median price since

2001.

® As home prices dropped, affordability for firsttime homebuyers increased, with 56%
of potential firsttime buyers able to afford the average entry-level home in 2009, up

from just 27% in 2007.

* The price-to-rent ratio in Santa Clara County remains well above historical norms,
suggesting that home prices have yet to hit bottom.

WHY IT MATTERS

The availability and affordability of housing has
a direct impact on a community’s economy vitality
and quality of life. A shortage of affordable homes
increases commute times, forces families to budget
uncomfortably large shares of their income for housing,
and makes it difficult for businesses to attract and
retain employees.

The collapse of the housing bubble has wreaked
havoc on the national and local economy. In Santa
Clara County, homeowners have collectively lost
$76 billion in home equity since the bubble burst,'
leading to a massive drop-oft in consumer spending
as families have had to grapple with tens or hundreds

of thousands of dollars in vanished wealth. Roughly
76,000 households in Santa Clara County now owe
more on their home than it is worth and thousands
more have already lost their home to foreclosures.?
Plummeting homes values, however, have not been
uniformly harmful. Reduced prices, combined with
federal tax credits and historically low interest rates
have stimulated home sales and increased affordability
for first-time home buyers to its highest level in many
years. Still, despite these positive trends, signs indicate
that Santa Clara County’s housing slump is likely to
continue in the years ahead.
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FINDINGS: HOUSING

HOUSING AFFORDABILITY

ents drop 11.5% in 2009; still 20% of renters
are spending half or more of their income
on rent

Dropping to their lowest level in three years, rents
in Santa Clara County fell 11.5% in the fourth quarter
of 2009 compared to a year earlier. Average monthly
rents in large apartment complexes declined nearly
$200 during this time period, down from an asking
price of $1,675 per month to $1,482 (see Figure 4.1).%
Several factors have contributed to the cooling of the
rental market. Unemployment and declining incomes
have decreased the amount households can afford to
pay for rent, forcing some to either leave the area or
search for lower cost living arrangements. Meanwhile,
reduced home prices and interest rates, as well as new
federal tax credits, have lured some renters into home
ownership. Although no longer the most expensive
rental market in the Western States - as it was in 2008
- Santa Clara County still ranks as the 3rd most costly.
Only San Francisco and Los Angeles command higher
rents than Santa Clara County.*

In 2008 (the most recent data available), the housing
cost burden for Santa Clara County renters eased
slightly, as the proportion of households spending
30 percent or more of their pre-tax income on rent
declined from 46.8% to 44.1%.> However, still nearly
90,000 Santa Clara County households are budgeting
more than thirty percent of their income - the accepted
affordability standard® - toward rent. Meanwhile, more
than one in five households are spending 50 percent
or more of their income on rent (see Figure 4.2).”
Despite the dramatic drop in rents in 2009, housing
cost burdens for renters may not have seen much
relief, considering the unemployment growth that has
accompanied that drop. For instance, whereas rents
tell roughly 13% from 2000 to 2008, the housing cost
burden actually climbed during that period, reflecting
the impact of job losses and declining real income
from the dot-com bust.

Average Monthly Rent, Santa Clara County, Fourth
Quarter 2000-2009
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ortgage payments remain a heavy burden for a majority of
homeowners; outlook for new affordable housing production is bleak

M

After at least 7 consecutive years of steady growth,
the percentage of homeowners with mortgages
who pay more than 30 percent of their income for

Housing Cost Burden for Santa Clara County Homeowners

with Mortgages, 2000-2008

housing leveled off in 2008, keeping roughly even
with 2007 levels at 50.6%. However, still a majority of

60%

homeowners in Santa Clara County are shouldering
this heavy housing burden, well above the 37.6%
average nationally. The share of homeowners in the
county spending more than half of their income on
housing declined slightly in 2008, from 21.9% to
21.0%, still more than double the share of families
who spent that amount in 2000 (see Figure 4.3).%

The accepted standard of affordability states that
housing should consume no more than 30 percent of
a household’s gross income.’ However, close to half
of all renters and homeowners in Santa Clara County
are unable to meet this standard, leaving families with
less cash available for transportation, child care, food
and other necessities.
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As evidenced by the heavy housing cost burdens
carried by Santa Clara County households, local
affordable housing needs are still exceeding the supply, especially for the lowest-
income families. While over the past decade local governments and developers
have made great strides to increase the supply of affordable housing in Santa
Clara County,' the state’s financial crisis has threatened the near-term future
of affordable housing production locally. In 2009, to close its deficit, California
passed a budget allowing the state to seize over $2 billion from local redevelopment
agencies — including $75M from San Jose’s redevelopment agency (RDA). In turn,
the RDA is borrowing $40 million from the city’s affordable housing fund to

Figure 4.3 Source: American Community Survey

help make their payment, forcing the Housing Department to use its future
housing money to pay debt service rather than build affordable units. Now,
only limited dollars will be available to assist even those below market rate
projects already in the pipeline, threatening the delay or loss of an estimated
500 to 1,000 affordable units'' and potentially putting some affordable
housing developers at risk of defaulting on loans for predevelopment costs
they have already incurred. Meanwhile, developers are highly unlikely to

—> Housing Affordability: Related Data

e Homelessnes Dsee p. 45
o Foreclosures =see p. 70
* Home values =>see p. 83

buy any new property for affordable development in San Jose, due to the
uncertainty of when the Housing Department will have funds available.'? As a
result, with the exception of a couple of final projects, new affordable housing
construction in San Jose will essentially freeze for 5 years - the time at which
the RDA is supposed to re-pay the housing fund. Since San Jose has been the
far and away leader among local cities in producing affordable housing units,
this standstill will have repercussions throughout the South Bay Area.”
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HOME SALES AND PRICES

ousing sales reverse 4 year downward trend, rise 23% in 2009. However,
turnaround may be short-lived

Home sales in Santa Clara County

grew for the first time in five years in Annual Home Sales, Santa Clara County, 2000-2009
2009, jumping 23% from 2008. Fueled by

federal tax credits, low interest rates, and 38,000

a growing number of foreclosure sales, 33,104

total sales - including both single-family 33,000

homes and condominiums - grew from 2 30,996

16,311 sold in 2008 to 20,138 in 2009 v 28.000

(see Figure 4.4). '* These sales numbers £ ' 26,265

represent an especially stark reversal when 2 22,442 \

considering trends on a year-over- year S 23,000 1 0138
basis. After 41 consecutive months of 2 _V \ 4
year-over-year declines in sales from April E 8,000 19,027 20,679 /
2005 to August 2008, as of January 2010, | - N
sales had risen for 13 straight months in 13000 16,311

Santa Clara County."”

This surge in home sales can be 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

attributed at least in part to the 2009

Federal First-Time Home Buyer Tax Credit, an incentive allowing eligible buyers ~ Figure 4.4 Source: Dataquick Information Systems
to effectively knock up to $8,000 off the cost of a home. Unlike the $7,500 credit
offered in 2008, the 2009 credit is not required to be paid back. According to a
2009 survey of California first time home buyers, 39% of buyers would not have
bought their home if there were no federal tax credit, or if they did not qualify
for it. A full 49% of respondents report they either would not have bought or
are unsure they would have bought, underscoring the significant impact of this
incentive.'® In addition to the first time buyer’s credit, in late 2009, the federal
government began offering a $6,500 tax credit for eligible existing homeowners
looking to buy, providing another inducement to potential homebuyers.

Also contributing to the rise in sales, the foreclosure crisis suffered in
Silicon Valley and nationally has led to an abundance of lower-priced homes
on the market, leading many first-time homebuyers and investors to step into
the market to purchase these heavily discounted properties. Accounting for
only a tiny fraction of sales in early 2007, foreclosure re-sales grew to 52% of
all existing home sales in the Bay Area in early 2009. Since that peak, the share
of foreclosure sales has come down some, but these homes remain a major part
of the current market."”

There is reason to believe that the recent upward trend in sales may be
short lived. First, each of the aforementioned tax credits will expire April 30th,
2010. The positive impact of these credits in 2009 and early 2010 could have
a corresponding negative effect on sales in the near future, as some buyers
who would have purchased a home in late 2010 or 2011 have accelerated their
purchase to capitalize on the tax credit, taking themselves out of the buyer
market in future years. Furthermore, historically low mortgage interest rates are
likely to rise as a result of the Federal Reserve ending its program to purchase
mortgage-backed securities.'®
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edian home price fell 37% from 2007 to
2009; affordability rates for first-time
buyers reach highest level in years

In 2009, the median sale price of an existing single-
family home in Santa Clara County dropped 21% to
$530,000, down from $668,000 in 2008. In just two
years, median prices have plummeted an astonishing
37%, falling from an all time high of $836,780 in
2007 (see Figure 4.5)." The severity of this drop-off is
partially explained by changes in the mix of homes that
have been selling in Santa Clara County and the Bay
Area. While for much of 2007 sales remained relatively
strong for more expensive homes, the tightening credit
market, a flood of foreclosures, and the Federal First
Time Home Buyer Tax Credit have increasingly
shifted market activity toward lower-priced homes.
Nevertheless, much of the median price decline is
reflective of a real drop in home values - and real
wealth lost by homeowners - since the housing bubble
burst. The collapse of the bubble has left numerous
homeowners owing more on their mortgage than their
home is worth. As of the last quarter of 2009, 21.8%
of mortgage holders in Santa Clara County faced this
predicament.?

While the bursting of the housing bubble cost
Silicon Valley homeowners billions of dollars in lost
home equity and played a central role in plunging the
economy into a major recession, the decline in home
prices has not been exclusively negative. As prices have
come back to earth, affordability rates for Santa Clara
County families hoping to buy their first home have
increased. In 2009, the affordability rate for first-time
homebuyers surged to its highest level since at least
2003, with 56% able to purchase the entry-level single
family home, more than double the rate in 2007 (see
Figure 4.6).?' Low interest rates have also contributed
to this increase in affordability.

Toward the end of 2009, however, affordability
tailed off a bit, as home prices bounced back some.
On a year-over-year basis, for the first time since
November 2007, median home prices in Santa Clara
County increased for the final 3 months of 2009 and
January 2010.% Yet, the sustainability of this most
recent trend in home prices is highly questionable.

Median Home Price

Annual Median Sales Price for Single-Family Homes, Santa
Clara County, 2000-2009
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Figure 4.5 Source: California Association of Realtors
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ousing prices may have further to drop;
price-to-rent ratio still above historical
norms

Despite dramatic declines in home prices in Santa
Clara County over the past 2 years, the descent in values
may not be over. Basic economic theory suggests home
prices are fundamentally tied to rents, as most residents
will not pay substantially higher monthly costs to
own than they would to rent a similar property. The
exception is during a speculative bubble - such as the
one just experienced - where expectations of rapidly
accumulating equity are built into the decision to
purchase. By historical standards home prices in Santa
Clara County are still inflated compared to the cost of
renting. The price-to-rent ratio - the ratio of the price
of a house to a year’s worth of rent for a comparable
unit — remains well above historical standards both
nationally and locally.

Nationwide, the price-to-rent ratio historically has
averaged roughly to 15 to 1 (i.e. it costs $150,000 to
purchase a home that would rent for approximately
$10,000 per year).” There are regional variations on
this national average, and Silicon Valley has seen
a somewhat higher ratio in recent history. In 1990
and the beginning part of this decade, price-to-rent
ratios hovered near 20 to 1 in Santa Clara County.
By mid-decade, however, the ratio was on a steady
rise until hitting a peak in 2007 where home prices
reached roughly 36 times the annual cost of renting
a comparable house. These ratios have come down
substantially since, but remain well above recent
historical averages (see Figure 4.7)*, suggesting that
the housing bubble may still have some deflating to do.
In fact, an August 2009 study of price-to-rent ratios
in 100 metropolitan areas found that San Jose was the
most over-inflated market in the country.?® Combined
with a likely rise in mortgage interest rates over the
next year and the end of the first-time home buyers
tax credit, these still high ratios indicate that Santa
Clara County’s housing slump is likely to persist in
the years ahead.

Home Price to Annual Rent Ratio,
Santa Clara County, 1990-2009
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Figure 4.7 Source: U.S. Census Bureau, American Community Survey, U.S.
Dept. of Housing and Urban Development. *2009 home price data calculated
by adjusting 2008 price using the House Price Index provided by the Federal
Housing Finance Agency
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NEW HOUSING PRODUCTION

ulti-family units continue to be most common new housing type;
growth in single-family detached homes is declining

Building higher-density, multi-family units . . .
is part of the solution to the housing problems Growth in Housing Units By Type, Santa Clara
facing Santa Clara County, as these units make more County, 2000-2008
efficient use of space, reduce sprawl and provide a % 7,000
more affordable housing option for families who g 6 000 5976 5770 6329 5604
cannot meet the expense of a single-family home. s — 5094 5046
. . . . . - 2 4834 4825 [_
In 2008, while housing production declined with €S 5000 — —
the economy, multi-family units made up 74% of " ow 3852
€€ 4000+ —s8%—1...— F72%— | —
housing growth in the county, up from 63% in 5 5 0% | 71% 60% 58%| | 6206 |03%
2007. These units continue to account for the lion’s E < 3,000 — = 7 < I B
share of new housing production in Santa Clara s g N 74%
County. The rate of growth among single-family 33 2,000 ° P 2% 1% 3% 20 TI0%
. 3 @ .. | | | | | | | ®
attacheq homes (e.g. townhouses) has increased 5 1,000 139%131% | 279% 133% 125%131% 28% 5
substantially over the course of the decade, but came - |16% 17%
down some in 2008, with 9% of all housing units =z 0 ' ' ' ' ' ' ' ' '
produced falling into this category compared to 21% 2000 2001 2002 2003 2004 2005 2006 2007 2008
in 2007. Meanwhile, the proportion ofsingle—family [ Single-Family Detached Single-Family Attached [ Multi-Family

detached homes is declining, from 39% of new
units in 2000 to 17% in 2008 units (see Figure 4.8). The number of mobile
homes in Santa Clara County - an important additional source of affordable
housing - has remained virtually unchanged for the past decade.”

While these ratios show a strong effort to build higher-density projects,
still the majority (54%) of existing housing units in Santa Clara County are
single-family detached homes, developments which tend to require more
land, increased infrastructure costs, and dependence on automobile travel.”
An impending tidal wave of demographic change reveals the significant
need for denser, urban housing growth, and little need for additional single
family detached units. In particular, massive growth among the age 65 and
older population necessitates a shift to housing types with easier access to
transit, opportunities for walking, and levels of density that allow for essential
services to be located nearby. After seniors, the next fastest growing age
demographic is 20 - 34 year olds, a population also likely to prefer (and be
able to afford) smaller, higher density, multi-family units. Meanwhile, over
the next 30 years, the 35-54 year-old population, those families most likely to
be looking for single - family detached housing, will see little growth at all.
In San Jose — Santa Clara County’s largest city - this age group is projected
to shrink from 32% of the total population to 25% by 2040, indicating the
county will need limited new housing to accommodate this demographic
in the coming decades.”®

Figure 4.8 Source: California Dept. of Finance

Page 88

Working Partnerships USA




KEY STATISTICS

INDICATOR 2

Transportation

* Transit ridership in Santa Clara County plummeted 6.5% in the first half of fiscal
year 2010, as rising unemployment combined with fare increases and service cuts

reversed a four-year upward trend.

® Bus and light rail service was cut 8% in January 2010, dropping transit service to
its lowest level this decade. Meanwhile, Caltrain cut 8% of its weekday trains in

summer 2009.

® Paralleling Bay Area employment declines, Santa Clara County freeway traffic
dropped for the first time in four years in 2008, down 5% to 27,000 vehicle hours

of delay.

* The price of a single ride transit fare for seniors jumped 33% in late 2009; since

2000, senior fares have climbed 186%.

WHY IT MATTERS

Transportation costs, traffic congestion and the
availability of public transit have significant impacts
on the livability of a community. Traffic levels directly
impact the amount of time drivers have available to
spend with their families and in their communities,
while fare increases and cuts in transit service leave
seniors, youth, low-income families, and the disabled
with reduced mobility. The availability of transit and
other alternative transportation options also comes
with major environmental implications, as automobile
travel continues to play a major role in greenhouse gas
emissions contributing to climate change.

The economic downturn has come with serious
repercussions for transportation in Santa Clara

County. High unemployment rates have eased freeway
traffic congestion for the first time in four years, but
upward trends in transit ridership have also been
reversed. These declines in ridership combined with
plummeting sales tax revenue and millions in diverted
state transit funding have left local public transit in
dire financial straits, forcing major service cuts and
increased fares. Risk of even deeper transit cuts remain,
as budget challenges continue this year and future
revenue projections are grim. If the Santa Clara Valley
Transportation Authority (VTA) is forced to continue
to rely on an eroding sales tax base for the vast majority
of its operating revenue, the future of public transit
in Santa Clara County may be in serious jeopardy.
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FINDINGS: TRANSPORTATION

TRAFFIC CONGESTION AND COMMUTES

reeway congestion decreases for the first time
F since 2004

Traffic congestion on Santa Clara County’s 137
miles of freeway improved in 2008 for the first time
in four years, allowing commuters more time to spend
in their communities. The daily hours drivers spent
in congested freeway conditions dropped 5% in 2008,
falling from 28,300 vehicle hours of delay to 27,000
hours (see Figure 4.9).%° This decline - like the last 10
years of highway traffic trends — mirrors the trend in
Bay Area employment,* suggesting that 2008 job losses
kept many workers off the road. Rising gas prices in
2008 may have also had an impact.

The worst congestion corridors in Santa Clara
County continue to be found along Highway 101, home
to three of the four most congested sections of freeway
within the county. During the evening commute,
southbound 101 travelers from Fair Oaks Avenue in
Sunnyvale to North 13th St. in San Jose experienced
the county’s most congested conditions. Whereas the
county and Bay Area overall saw a decline in traffic
in 2008, this stretch of highway experienced a 19%
increase, ranking it as the 7th most congested segment
in the Bay Area.” Recognizing this gridlock, metering
lights were turned on in November 2009 to help ease
traffic along this southbound segment.*> Meanwhile,
the most crowded morning stretch in 2008 continued
to be northbound Interstate 280 between Meridian
Avenue in San Jose and Wolfe Road, ranking as the
18th worst route overall in the Bay Area.”

Nationally, the San Jose area ranks as the 6th most
congested commute shed, averaging 53 hours - or
more than 2 full days - of traffic delay per driver in
2007. This congestion cost the South Bay an estimated
$1 billion in lost productivity and wasted fuel.** The
recent decline in traffic is surely welcomed by weary
commuters and their families. Still, given the strong
correlation between the local economy and traffic
historically, unless Santa Clara County can implement
effective strategies to encourage the use of alternative
modes of transportation, as the economy rebounds
and grows so too will congestion problems.

Daily (Weekday) Vehicle

Hours of Delay

Freeway Congestion, Santa Clara County,
2000-2008
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Figure 4.9 Source: MTC and CalTrans District 4
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Local roadway congestion edges up

While freeway traffic in Santa Clara County
saw improvement from 2007 to 2008, congestion on
local roadways worsened slightly in the two year period
from 2006 to 2008.

Local road congestion is measured based on
traffic flow and wait times at major intersections. In
Santa Clara County, 252 different intersections are
quantitatively assigned “Level of Service (LOS)” grades
A through F based on their level of congestion. LOS
A represents ideal conditions, while LOS F signifies
severely congested conditions.*

From 2006 - 2008, the most recent data available,
the proportion of intersections rated with an LOS
level of C or better (i.e. uncongested) dropped from
47% to 44%. Since 2004, the share of uncongested
intersections has been steadily falling while those
considered congested have grow from 51% of the
total to 56%. However, on the positive side, the share
of intersections falling into the severely congested
category, LOS E,has continued to inch downward,

Level of Traffic Congestion at Major Intersections, Santa
Clara County, 2000-2008

w
[ [ 0
0, (o) 3% 2% 1%
2 100% T2 O w -
9 B Severely
g Congested
£ 80% 1 —
‘g 549 48% 51% 55%
2 47% o
g 60% ~— ___ OModerately
E Congested
°
-
£ 40% 1 —
5 O Uncongested
* 2006 1 43% 40% 9% 47% 44% —
0% T T L] L] 1
2000 2002 2004 2006 2008

Figure 4.10 Source: MTC, CalTrans District 4, VTA

dropping from 2% of those measured to 1%, or just 3 intersections in
2008. This is substantially below the year 2000 peak of 10% at LOS
F (see Figure 4.10).*

ore than three-quarters of residents still
drive to work alone

Driving alone to work continues to be the
overwhelming transportation mode of choice in Santa
Clara County. In 2008 - the most recent data available -
76.9% of county residents chose to drive by themselves
to their place of employment, a very narrow drop from
the 77.5% who drove alone in 2007.*” The share of
workers chosing to carpool also came down slightly
from 9.7% to 9.1%, while 3.7% of commuters opted for
public transportation in 2008, up from 3.4% in 2007.

Since 2000, the transportation mode choices
commuters have made in Santa Clara County has
changed very little. The largest mode shift seen during
this period has been the percentage of workers using
“other” commute modes including walking, bicycling,
and working from home. These other modes have
jumped from 7% of commuters at the turn of the
century to 10.3% in 2008, mostly coming at the expense
of carpooling (see Figure 4.11). In this time, bicycling
has seen the largest relative growth, climbing from 1.2%
of commuters to 1.8%. Those working from home
grew from 3.1% in 2000 to 4.4% in 2008, while workers
walking to their job edged up from 1.8% to 2.4%.*

Mode of Transportation to Work, Santa Clara County Residents, 2000-2008
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Figure 4.11 Source: 2000 Census & American Community Survey
Note: “Other” includes bicycle, motorcycle, walked, and worked at home.
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TRANSIT ACCESS

TA budget deficit forces 8% service cut;
transit service falls to lowest level of the

decade

The availability of public

transit in Santa Clara County Scheduled Bus and Light Rail Hours, Santa Clara Valley
Transportation Authority, FY 2000- FY 2009

is a critical transportation

indicator as thousands of 2000

low-income individuals

and families rely on transit 1600 -

1736 1753 1,726 g0,
, 1,445 1,485 1509 1,533 1523

to get to work, school,
1200

1,400

medical appointments and
other essential services.

After suffering major cuts in
service in the early part of the

decade — cuts that were never
fully restored - bus and light

rail, the county’s two primary
modes of public transit,
maintained flat service
levels at just over 1.5 million
scheduled hours for fiscal

1999-
00

Annual hours of service (in thousands)

800 -
400 -
0 - T T T T T T T T T T

2000- 2001- 2004- 2005- 2006- 2007- 2008- 2010*

08 09

years 2008 and 2009. However, in January 2010, due
to a severe budget deficit service levels were cut back a
full 8%. These reductions, the largest since the fallout
of the dot-com crash, have dropped service to decade
low levels. Bus service is now 22% below year 2000,
while bus and light rail service combined are down
20% from a 2001 peak (see Figure 4.12).* Meanwhile,
Caltrain - which serves Santa Clara County as well as
San Francisco and San Mateo counties — was forced
to cut 8 of its 98 weekday trains last summer due to
budget constraints.*

Continuing revenue challenges, including poor
sales tax projections and the governor’s threat to
eliminate state funding for transit operations, leave
local transit service at risk of further cuts. Public transit
in the Valley now finds itself in the precarious position
where, if service continues to be cut back, revenue
from ridership will accelerate its decline, and even
further service cuts will become necessary. To avoid
this devastating downward spiral, local transit must
find a more sustainable and reliable revenue stream
for operations.

Figure 4.12 Source: VTA *Data for 2010 is a snapshot of service levels as of
Feb. 2010, extrapolated out for a year's worth of service.
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lummeting sales tax revenue and loss of state
funding leaves VTA budget in crisis

While all Bay Area transit
agencies are currently facing
grim budget circumstances,
no major agency in the

Valley Transportation Authority, Sales Tax
Revenue, 2000-2010, by Fiscal Year

200
region is as dependent on >

eroding sales tax revenue
as the Santa Clara County
Valley Transportation
Authority (VTA).** VTA
relies on sales tax for a
full 70% of its operating
revenue.*> Over the past 10
years, the transit agency has
watched its primary source
of sales tax — a permanent
half-cent tax passed in 1976
- swing wildly up and down,
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1976 Sales Tax Revenue (in millions)
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$183.5

$163.7$163.0

$157.3

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010*

tracing short term economic

trends. Most recently, these revenues have plunged
downward, dropping 16% in one year from FY2008
to FY2009, and are projected to drop another 13% in
FY2010, bringing revenue to its lowest level this decade.
This low point represents a 35% decline from revenue
levels in 2001, even before factoring in inflation (see
Figure 4.13).%

While the short-term volatility of sales tax has
been problematic for VTAs budget stability, even more
alarming are longer term trends that indicate an erosion
of the sales tax base. Trends in consumer spending
show an ever growing shift toward purchase of services
- which are not currently taxed in California — rather
than taxable goods. Futhermore, an increasing share
of the goods that are purchased are untaxed Internet
sales. As a result, projections for the next 10 years
of VTA sales tax show a 24% decline in real sales
tax revenue.** Exacerbating VTA’s budget problems
even further, in recent years, California has diverted
millions of dollars in state transit funding to close its
own general fund deficit. Over the past 3 years, VTA

Figure 4.13 Source: VTA *2010 data is a projection

has lost $77 million in state aid.** Despite a recent
court ruling that found this state action to be illegal,
the governor has proposed a strategy to get around
the lawsuit and effectively eliminate state funding for
local transit operations for the foreseeable future.*

All of these factors have combined to force VTA
into what is perhaps its most perilous financial position
ever. At a time when environmental concerns, an
aging population, and hopes for a strong economic
recovery reveal the growing need for robust transit
infrastructure, VTA has been forced to cut transit
service, raise fares, and lay off workers. Meanwhile,
risks of even deeper cuts remain, as the agency still
faces a deficit of more than $30 million for the coming
year and future budget projections indicate continuing
challenges.”” Unless more sustainable and reliable
funding sources can be dedicated, the future of public
transit service in the Valley is in danger.
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F are increases, recession reverse a four-year upward trend in transit ridership

After four consecutive years
of increasing public transit use, the Public Transit Ridership, Santa Clara County,
economic downturn and budget cuts FY 2000 - FY 2010
have reversed transit ridership trends «» 250000
in Santa Clara County. Numbers @ 189 04327929
through the first half of fiscal year 2010 2 200000 - B 182.732 162548
show a 6.5% drop in average weekday | 2 B 155819 e 136,025 148,555 283 152,039
ridership for combined bus, light | £ 150000 - ——— — o — -—-—-—-—
rail, and Caltrain service from fiscal 3 -y .
year 2009.*8 Caltrain experienced the 5 100000 -
steepest ridership decline in this period, &
dropping 9.5% systemwide.* Bus use o 50000 -
has also dropped off significantly, with | &
average weekday boardings falling 6.3% 0 -
from 111,820 in FY2009 to 104,822 in 1999- 2000- 2001- 2002- 2003- 2004- 2005- 2006- 2007- 2008- 2009-
FY2010. Meanwhile, light rail ridership 00 01 02 03 04 05 06 07 08 09  10**
- after reaching an all-time high for the B Bus LightRail M Caltrain*
third consecutive year in FY2009 - has
fallen 5.7% in FY2010, sliding from 34,305 average weekday riders to 32,354.° Figure 4.x Source: VTA & Caltrain *Includes only
This across the board drop-off in transit ridership is not only a reflection of Caltrain riders originating in Santa Clara County
the falling gasoline prices and growing unemployment rates seen in 2009; it is also **2010 Bus and Light Rail numbers based on
the direct consequence of major budget cuts enacted by local transit agencies. On first 2 quarters of the fiscal year. 2010 Cailtrain
October 1st, 2009, to help close a massive budget deficit, VTA raised fares 14% for number is an estimate for Santa Clara County

based on the systemwide ridership drop for the

basic service, a move that preceded a 13% plunge in bus and light rail ridership frst half of the fiscal year.

that month compared to the previous October.” Caltrain, after raising fares early
last year, cut 8 of its 98 weekday trains in the summer, contributing to its negative
ridership trends.”* Ongoing budget challenges are expected to drive transit use
down even further. The ridership declines cited above for bus and light rail do
not take into account the 8% cut in service made effective January 2010, which is
expected to reduce ridership at least another 2%.>* Even with these service cuts
and fare hikes, VTA continues to face a major budget deficit that could result in
even larger reductions in transit service and corresponding declines in ridership.

The current slump in ridership follows one of the most successful periods of
transit ridership growth in recent local history. Fiscal year 2009 marked the fourth
consecutive year of at least 4% growth in transit use in Santa Clara County. Light rail
hit an all-time high in ridership and Caltrain use in Santa Clara County reached a
decade high.** Most impressively, the local bus system - fueled by a major revamp
of bus service in January 2008, including more frequent service on popular routes,
an increase in low-fare community busing and cutting back underutilized routes
- experienced two consecutive years of the largest growth in ridership since 1997,
growing 4.5% and 4.8% in fiscal years 2008 and 2009, respectively (see Figure
4.14). All the progress gained from these innovations now stands threatened by
recent service cuts and looming budget deficits.
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ransit access for seniors declines as transit fares rise, service cut

The availability of transportation
alternatives plays a critical role in the

quality of life of seniors. Numerous $1.20

studies and surveys demonstrate the need g 2000-2010 1

for affordable, accessible transportation :-, $1.00 L
options for older adults. National surveys | B

indicate that more than 50% of non-drivers Z $0.80 075

over age 65 stay home on any given day o 075 075 075 075 075
partially because they lack transportation D <060

options.” On the local level, a 2004 | & ™ 045

study of Santa Clara’County seniors § 5040 - 04 04

found that transportation was the most -

common concern expressed, with issues ;

raised about the cost of transportation S 5020

and accessibility.”” A 2006 Gilroy survey

found that 12% of older adults have had $0.00 y : y : t y t y y t 1

transportation problems affect their ability

VTA Transit Fare for Senior Single Ride,

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

to keep a medical or other important

appointment. Respondents indicated the
need for improved local transit service, senior discounts for transit, and improved
pedestrian facilities.

Recent fare increases and service cuts have made transit less accessible for
older adults in Santa Clara County. Seniors living on a fixed income often face
difficulties streching their dollars to cover growing transportation costs and, as
costs go up, may be forced to choose not to ride. The cost of a VTA senior fare
for a transit ride has increased 186% since 2000, most recently jumping 33% last
fall.* Meanwhile, the average social security payment in Santa Clara County has
climbed just 27% since 2000, up to $11,748 per year in 2008 (the most recent
data available).®® As the cost of transit for seniors rise, transit service levels have
dropped, including an 8% drop in bus and light rail service in January 2010. These
cuts disproportionately impact older adults, who are more likely to be transit-
dependent than their younger counterparts.

Paratransit, an escort transportation service for individuals with functional
disabilities, remains an important alternative travel option for many seniors,
providing over 1 million affordable, escorted trips for individuals in Santa Clara
County last year. But, while roughly two-thirds of paratransit riders in the county are
over age 60, many seniors do not qualify for this ADA program. VTA’ paratransit
service provider, Outreach & Escort, Inc., has raised some funding to provide
subsidized bus passes and discounted taxi rides for seniors in need, but additional
strategies and funds will be required to meet the need.**

Major demographic shifts in the coming years will only increase the need for
accessible transportation options for seniors. In San Jose, between now and 2040,
the population over age 65 is expected to more than triple in size, growing from
10% of the population to 21%.% Meeting the mobility needs of these seniors will
require ongoing investment in public transit, strategies to ensure affordability for
seniors on fixed income, as well as land use planning to ensure transit accessibility
of essential services like medical facilities and grocery stores.

Figure 4.15 Source: VTA Prices are as of the first

day of the calendar year.
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INDICATOR 3

Crime and Public Safety

KEY STATISTICS

e After six consecutive years of growth and a nearly 50% total increase from 2000 to
2006, property crime in Santa Clara County decreased 17% from 2006 to 2008,
dropping to 1,271 crimes per 100,000 residents.

* In 2008, domestic violence-related calls for assistance in Santa Clara County
declined for the sixth straight year, marking an overall decrease of 29% since

2002.

e Child abuse rates in Santa Clara County fell 37% in 2008, down to 4.8
substantiated cases per 1,000 children, the sharpest drop of any large county in

California.

WHY IT MATTERS

Physical and psychological safety of residents
has a significant impact on the quality and stability
of life within a community. Higher crime rates can
erode neighborhood trust and strain public resources
through the expense of the criminal justice system.
Domestic violence, child abuse and juvenile arrests can
be particularly devastating to a community as these
measures reveal family as well as social breakdown
and predict future instability.

Several key measures of public safety in Santa Clara
County have shown marked improvement in recent

years, indicating an increase in overall community
safety. In 2008, child abuse rates fell to by far the lowest
level this decade, while property crime, domestic
violence, and severe traffic collisions all experienced
consecutive years of decline. Violent crime in Santa
Clara County dropped under 300 crimes per 100,000
residents for just the second time in 19 years. The
juvenile felony arrest rate also inched downward in
2008, though it remains significantly elevated above
rates earlier in the decade.
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FINDINGS: CRIME AND PUBLIC SAFETY

CRIME

iolent crime rate in Santa Clara County drops
4% in 2008; property crime down 17% since
2006

The crime rate, and violent crime in particular, is
one of the most commonly cited indicators of public
safety. In 2008 (the most recent data available), the
violent crime rate in Santa Clara County came down
slightly from 2007 levels, dropping 4% to 295 crimes per
100,000 residents, and marking the sixth consecutive
year the violent crime rate has hovered around 300.
The 2008 rate is now 36% below the decade’s peak in
2001 of 458 violent crimes per 100,000 people (see
Figure 4.16) and 39% below the current California
rate of 486 crimes per 100,000.%

Property crime in Santa Clara County has followed
a different trajectory than violent crime over the past
decade. After six consecutive years of growing rates,
property crime came down substantially between
2006 and 2008, falling 8% in 2007 and another 9%
in 2008, down to 1,271 property crimes per 100,000
residents (see Figure 4.16). Property crime in Santa
Clara County is now 26% below the statewide rate of
1,722 crimes per 100,000.%

Violent Crime Rate (per 100,000 people)
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Figure 4.16 Source: California Dept. of Justice

uvenile felony arrest rate remains high for a Juvenile Felony Arrest Rate, Santa Clara
fourth straight year
2 2000 County, 2000-2008

The juvenile felony arrest rate can reveal levels of | © 1636
social breakdown, as juvenile crimes not only harm | § 1,600 - 1492 1498 1531 1521
those victimized, but youth who commit felonies | & 1345 .04 1223 1207
severely limit their options for the future. In 2005, T 1200 Hop — e — m— BB B
after four years of declining or stable juvenile crime, | g 5 5 = B3 & =} 3
the juvenile felony arrest rate jumped 24% injustone | & 800 4  — & —| & — § - Em = = = =
year up to 1,492 arrests per 100,000 youths. Since that § =
time, arrests have remained relatively high by recent | 5 400 =" — . —  —| —  — -
standards, most recently registering at 1,521 arrests per ; 403 314 293 296 300 370 352 361 348
100,000 youths in 2008 (see Figure 4.17). The causes | 2 0 T T T T T T T T '
behind these higher rates are uncertain. < 2000 2001 2002 2003 2004 2005 2006 2007 2008

Although juvenile crime remains elevated from = AllOther Offenses 0 Violent Offerses |
levels in the earlier part of this decade, compared to

the previous decade, these rates have come down.
Felony arrests among youth remain 36% below the
average juvenile felony arrest rate in Santa Clara County
during the 1990s, including 32% below the arrest rate
for violent offenses.*®

Figure 4.17 Source: California Dept. of Justice
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FAMILY STRESSES AND SAFETY

omestic violence-related calls decrease for
D the sixth consecutive year

One of the key indicators of the health and well-
being of a community is the quality and stability of
the family life within it. In recent years, Santa Clara
County has seen an improvement in critical measures
of family stability.

The rate of domestic violence-related calls for
assistance — one of the best available measures of
domestic violence - has continued its steady decline
in Santa Clara County. From 2006 to 2008, calls for
assistance fell 11.4%, decreasing from 307 calls per
100,000 people down to 272 per 100,000. Since 2002,
calls have dropped every year, for a decline of nearly 30%
in that six - year span (see Figure 4.18).% These shrinking
rates may be linked to increasingly robust outreach
and community awareness efforts as well as the county
criminal justice system’s diligence in serving restraining
orders to convicted domestic violence offenders.””

Though data on calls for assistance is not yet
available for 2009, Santa Clara County did experience a
spike in the number of domestic violence-related deaths
last year. In 2009, there were 11 domestic violence
fatalities, reversing a steady downward trend that saw

Rate of Domestic Violence-Related Calls For
) Assistance, Santa Clara County, 2000-2008
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Figure 4.18 Source: California Dept. of Justice

an average of nearly 19 deaths per year in the county
at the start of the decade bottom out with 4 deaths in
2007 and just 3 in 2008 - the lowest number since 1994,
when the county began tracking this figure.% This rise
in domestic violence deaths may be an early indication
that domestic violence rates could now be going back
up in the county. A trend reversal of this kind would
not be wholly unexpected, given the increased risk
of domestic violence associated with hard economic
times, particularly high unemployment rates.®

Child abuse rates drop 37% in 2008

After 4 years of marginally rising rates,
Santa Clara County saw a dramatic drop in the rate of
child abuse in 2008. Substantiated cases of child abuse
and neglect fell from 7.6 per 1,000 children in 2007
down to 4.8 cases in 2008, a 37% decline (see Figure
4.19).”° Though data for 2009 is not yet available,
officials from the Santa Clara County Social Services
Agency report that rates have remained low in 2009,
despite negative trends in the economy that are usually
associated with increased risk of abuse.”

These declining child abuse rates are part of a
downward trend occurring statewide in recent years.
Still, Santa Clara County’s one year drop in 2008 was
steeper than any other large county in California,
putting the local child abuse rate now at less than half of
the statewide rate of 9.7 cases per 1,000 children.”” This
local decline may be explained in part by the county’s
increasing emphasis on early intervention efforts -
including a differential response program that connects
at-risk families with community agencies before Child
Welfare Services must get directly involved - as well as

Rate of Substantiated Cases of Child Maltreatment,
Ages 0-17, Santa Clara County, 2000-2008
g ° 75 76
2 . .
£3
°s 7 A2 72
&5 / W \
Q
é é ] 6.4 %2
(S
T 5 \
22
S > L YWY
4 L) ) L} L} T T
2000 2001 2002 2003 2004 2005 2006 2007 2008
a growing public awareness campaign. Furthermore, Figure 4.19

Santa Clara County has made child welfare a clear
priority. Despite the Governor vetoing $124 million
in state and federal matching funds out of the state
budget for Child Welfare Services last summer, Santa
Clara County chose not to allow these cuts to trickle
down, ensuring that critical child protection programs
were maintained locally.”

Source: California
Welfare Research
Center, CWS/
CMS Reports
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TRAFFIC SAFETY

Injury collisions drop for the 8th consecutive

year; but Caltrain fatalities spike to highest level

in 14 years

Ofmsjilr;;eai%ofg’t;h ti;gigfﬁ:ﬁ; Fatal and Injury Traffic Collisions, Santa Clara County,
on Santa Clara County roads 2000-2008

and hi.ghways has been steadily 10,500
dropping. Overall, severe motor o8
vehicle collisions have declined
each of the last eight years, falling
more than 7% in 2008, the largest
one-year drop since the dot-com
crash pulled thousands of drivers
off the road in 2001 (see Figure
4.20). Though severe collisions
have been declining throughout
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Though severe motor vehicle Injury Collisions Fatal Collisions
crashes have been decreasing,
not all measures of traffic safety
have revealed a positive picture. In 2009, fatalities on
Caltrain tracks — spanning Santa Clara as well as San
Francisco and San Mateo counties — climbed to their
highest level since 1995, claiming 19 lives, including 6
suicides.” Furthermore, in 2008 San Jose was ranked
as the 26th most dangerous metropolitan area in the
nation — out of 52 large metro areas studied - in terms
of pedestrian safety.”

7,800 -

Number of Collisions

Figure 4.20 Source: California Highway Patrol
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INDICATOR 1

K-12 Schools

KEY STATISTICS

® For Santa Clara County’s high school seniors, college preparedness dropped to

38% in 2008, its lowest level since 2004.

® Only 14% of Latinos and 18% of African-Americans are prepared for college,
compared to 43% of white students and 63% of Asian-Americans.

e The high school graduation rate has been falling steadily for five years, from a 93%
graduation rate in 2003 down to 82% in 2008.

® School funding per student increased modestly last year, but recent state budget
reductions have rolled back gains, and future cuts loom.

* large disparities in funding between schools persist; within Santa Clara County,
a student attending a school in the highest-funded 20% had 1,638 more dollars
invested annually in his or her education than did a child attending a school in the

lowest quintile.

WHY IT MATTERS

Education is one of the most important predictors
of economic success for workers and their families. As
the state’s economy grows and changes, demand has
grown for not just a highly educated workforce, but
a workforce with very specific and rapidly changing
skills. However, the state and local educational systems
lack adequate resources to make higher education
accessible, and those resources that do exist are often
not targeted to support the students who most need
them.

In 2006-07, 36% of the county’s public K-12
students were Latino, 26% white, 25% Asian American,
5% Filipino, and 3% African American.! Although
there are more Latino students enrolled in Santa
Clara County public schools than any other ethnic
group, Latino high school graduates exhibit the lowest
college readiness rate. Restoring college opportunity
for students of all ethnicities is an urgent goal for our

public school system.

Of increasing concern is the growing population
of students who not only lack access to college, but
are unable to even finish high school. An estimated
18% of Silicon Valley high school students drop out
before graduating.

With California already fifth from the bottom in
state school spending per student, state budget cuts
dealt significant blows to K-12 education last year.
Worse is expected in the upcoming year’s budget.
Ultimately, an under-resourced educational system
shortchanges our children and youth, and in the long
term could create a shortage of highly skilled workers.
In a high-tech region whose driving industries are
dependent on an educated workforce, Silicon Valley
is producing a generation of students whose academic
achievements are inadequate to sustain healthy
economic growth.
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FINDINGS: K-12 SCHOOLS

COLLEGE PREPAREDNESS

Fewer high school students graduate prepared College Preparedness of High School Students,
for college; preparedness rate of high school "
seniors drops to 38%, reversing the prior three » ‘s’ 50% 1999-2008
years’ gains g E 1% __41% 379  39%  39% 389 39% 40% 2% e
_ 3

The college preparedness rate among Silicon _§ g s0% L e e B .
Valley’s high school seniors dropped to 38% in 2008, %2 ’
its lowest level since 2004. 'go g 20%

This indicator measures the percent of 12th graders "-:6 2
who completed the prerequisite courses required to £ .E 10% 1
enter California’s public four-year colleges (US or CSU), s 2
known as the “A-G requirements”. This rate had been o E 0% - T T T T T T T T
climbing slowly but steadily for the previous three © q,@ BRI %& & %,Qb b§\ R
years, from 38% in 2003-04 up to 42% in 2006-07. XS I S X S A S
However, last year’s decline erased these gains.? Santa Clara County ® California

In today’s economy, post-secondary education is

vital to securing a good job that will lead to economic
well-being. (See Indicator 3 of this chapter for data
on the wage premium for post-secondary education.)
Conversely, a well-educated population is vital to
continued economic growth. The lack of increase in
the college preparedness rate is a danger sign for Silicon
Valley’s economic future.

Figure 5.1 Source: California Dept. of Education,
Educational Demographics Unit

ide disparities exist in college preparedness
among students of different racial/ethnic
backgrounds

The overall college preparedness rate of 38% masks
large ethnic/racial differences in the coursework
completed by the county’s high school seniors. In the
class of 2008, Asian-American students had the highest
college preparedness rate at 63%, followed by white
students at 48% and Filipinos at 37%. Pacific Islanders

and Native Americans were less likely to complete . o e & & ©
.. . Y © & & & S 5 S
college prerequisites at 27% and 21% respectively. The ¥ é‘@ & & ° && N &
. . 5 & Y
least likely to be prepared for college were African Q(}?\ Nl Qbé‘\ 3& & \é\\,ﬁQ'b(\
American and Latino students, with respective rates & . \Q\eo @“4 @o?‘
. . S ;
of 18% and 14%.? Multiple factors influence college & &

preparedness rates, among them disparities by school
and district; if the A-G courses are not offered or fill
up, students are unable to complete them.

Percent of High School Seniors Completing UC/CSU Required
Courses, Santa Clara County, 2007-08
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Pursuing the Dream: Indicator 1: K-12 Schools

HIGH SCHOOL GRADUATION RATES

H igh school graduation rate declines to 82%
While one cohort of students is being
prepared for college, another is dropping out. Santa
Clara County is losing ground on dropout rates; the
percent of entering high school seniors who graduate
has been falling steadily for five years, from a 93%
graduation rate in 2003 down to 82% in 2008.*

Beginning in 2006-07, the state introduced a new
system for tracking dropouts using student-level data to
provide a more complete picture. This system revealed
that dropout rates were higher than previously thought.
Figure 5.3 shows graduation rates since 1999-00; the
large drop between 2005-06 and 2006-07 is largely
attributable to this change in methodology.

We now know that 18% of students who enter 9th
grade in Santa Clara County do not complete high
school. While lower than the reported state dropout
rate of 20%, this is unacceptably high.

nnual dropouts in the city of San Jose alone
Awill cost the community $399 million
Youth who do not graduate high school not only
impact their own economic future, but that of the
community in which they will live. A major research
project at the UC Santa Barbara Graduate School of
Education estimated the long-term economic costs of
the high dropout rate for cities throughout California.
For the city of San Jose, the study estimated that the
2,328 dropouts in 2006-07 will cost the community a
total of $399 million over their lifetimes. This estimate
includes $219.6 million in lost wages compared to the
earning potential of high school graduates, along with
$93.0 million attributed to an increased crime rate,
$5.3 million in increased public health care costs, and
$81.2 million in other costs due to lost productivity. ®

Four-year graduation rate
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Pursuing the Dream: Indicator 1: K-12 Schools

K-12 RESOURCES
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does not reflect the impact of budget cuts imposed on

schools in 2008-09 and - especially - in the current school year. State budget cuts
throughout 2009 resulted in Proposition 98 funding, the main source of state funds
for schools, falling by more than 10%.

As a result, the State Superintendent of Public Instruction reported that 16,000
teachers were laid off last year. A survey of K-12 principals across the state found
that most schools were forced to make deep cuts in multiple areas: two-thirds of
schools increased class sizes, 42.5% laid off teachers, 57.5% reduced or eliminated
textbook purchases, 75% reduced instructional materials and supplies, 70% cut back
or eliminated summer school, and 48% cut or eliminated after-school programs.

The 2010-11 budget threatens still worse to come for California’s public schools.
In March 2010, the governor proposed a budget cutting $2.4 billion from public
education, forcing schools to send out 22,000 notices of possible layoffs.” If the
Governor’s proposals are enacted, Santa Clara County K-12 districts and the County
Office of Education will lose approximately $74,290,000 in funding next year, a
reduction of $313 per student.?

In San Jose, the impacts of these proposed cuts are illustrated by East Side Union
High School District, which under the Governor’s plan would lose $19.8 million in
2010-11 - 10% of its operating fund. East Side Union, which serves a heavily minority
and lower-income student population and is Northern California’s largest high school
district, had previously made significant cuts including increasing class sizes to 36.
In March 2010, East Side Union released a proposed budget outlining how it would
deal with these cuts, with measures including layoffs of 73 teachers and 79 other
staff including counselors, psychologists, library aides, student activity directors,
custodians, office staff and aides. School libraries would close and the district would
maintain just one counselor per 2,000 students.’

While the final state budget has yet to be negotiated, it is certain that K-12 education,
making up the lion’s share of the budget, will not escape unscathed. In 2007 - even
before the recession took its toll — California was 5th from the bottom in funding per
student among all 50 states, spending $2,393 below the national average per student.'

Figure 5.4 Source: California Dept.
of Education, Office of Financial
Accountability and Information Service
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he funding disparity between school districts

widens; in 2007-08, Palo Alto Unified spent

$13,162 per student, nearly twice as much as
Milpitas Unified at $7,491

Santa Clara County encompasses 32

separate school districts: 31 providing Growth in Real Spending per Student (ADA),
Santa Clara County School Districts,

primary and/or secondary education
and one, MetroEd, offering adult classes
and career technical education for high
school students.

1998-99 to 2007-08

29.0%

35%

Public schools in California are
funded primarily by a combination of 30%
state General Fund dollars and local 559
property taxes, with additional funds 0
coming from the federal government, 20%

the state lottery, parcel taxes, and 15.0%

contributions or gifts. In general,
districts with wealthier populations

(inflation-adjusted)

are able to raise more local dollars for

1998-99 and 2007-08

their schools. Despite complex “revenue
limit” formulas used by the state to

2 15%
£ 10%
5%
0%

attempt to equalize funding, there is
substantial inter-district disparity in
funding per student, with the result
that the resources available for a public

Growth in expenses per ADA between
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School districts by amount of funding (lowest to highest), quintiles
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school student depend greatly on where

he or she lives. For example, comparing two school districts in Santa
Clara County: in 2007-08 Milpitas Unified spent $7,491 per student
(measured as spending per Average Daily Attendance, or ADA), while
Palo Alto Unified spent $13,162 per ADA - nearly twice as much."

The disparity between districts has increased over the past decade.
If all districts are divided into five quintiles based on expenses per
student, between 1998-99 and 2007-08, the lowest-funded quintile
saw spending per student grow by a net 15.0% (inflation-adjusted).
By comparison, the highest-funded quintile grew by 29.0%, widening
the resource gap (see Figure 5.5).

In dollar terms, over nine years spending per student in Palo
Alto Unified (already one of the highest-funded districts) went up by
$3,505 after inflation — in 2007 dollars, from $9,657 to $13,162. Over
the same period, spending per student in Milpitas Unified (one of
the lowest-funded districts) grew by just $1,308 after inflation - from
$6,279 to $7,491 - exacerbating the gap between the two districts.

The net effect of this trend is that, in school year 2007-08, a
student attending a school in the highest 20% had 1,638 more dollars
invested in his or her education than did a child attending a school
in the lowest quintile.

Figure 5.5 Source: California Dept. of Education, Office of
Financial Accountability and Information Services
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INDICATOR 2

Higher Education

® The college-going rate plummets, with just 36.5% of Santa Clara County’s graduating
high class of 2008 going directly on to college. Compared to the Class of 2007’s college-
going rate of 52.5%, this is an unprecedented drop and by far the lowest rate in the past

two decades.

® The extraordinarily low rate of college enrollment is due almost entirely to graduates’
plummeting enrollment at community colleges, which went from receiving 19.5% of all
Santa Clara County graduating seniors in 2007 to just 7.0% in 2008.

® In 2010, state budget cuts may reduce college access further still; the CSU system alone
anticipates having to turn away 45,000 eligible applicants.

* In 2009-10, the California State University system increased student fees by 28.9%.

University of California fees rose 16.1%.

® Since 2003, the cost of attending a UC or CSU college has more than doubled.

* Recently passed federal student loan reform will provide assistance to help students afford
the high cost of college, including increased Pell Grants and lower student loan payments,
as well as $2 billion in competitive grants for community colleges.

e Alternative forms of post-secondary education are widely used; for example, in 2007
Silicon Valley apprenticeships had a total of 7,294 students enrolled in 3-to-5-year

programs.

WHY IT MATTERS

Higher education is essential for today’s young
people if they are to build family-supporting careers
in an economy that demands increasingly complex
sets of skills and often places local graduates in direct
competition with a global workforce. At the same
time, working adults have a growing need for access
to higher education that can provide lifelong learning
opportunities to keep up with new demands for skills
and to provide the flexibility to learn a new trade as
jobs churn and industries boom and bust.

The current financial assault on California’s public
higher education system - once considered the best in

the world - is threatening to eliminate access to higher
education for large portions of today’s students. In the
face of ongoing budget cuts, California’s colleges and
universities are cutting classes, raising tuition and
turning students away in unprecedented numbers. If
this trend is not quickly reversed, its economic impacts
will be felt for decades to come. Not only will today’s
students shut out of college be more likely to struggle
financially throughout their lives, but lower levels of
education among the next generation would present
a significant barrier to the Valley’s future as a world
capital of innovation.
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FINDINGS: HIGHER EDUCATION

COLLEGE-GOING RATE

ramatically fewer high school graduates go
D on to college in 2008; this unprecedented

drop is due to a sharp reduction in recent
graduates’ access to community colleges

Throughout the 1990s, more than half of all high
school graduates in Santa Clara County went directly
on to college. In the 2000s this college-going rate began
to decline, falling below 50% in 2005 for the first time in
more than twenty years before rebounding somewhat
in 2006 and 2007. (See Figure 5.6.)

This small but promising growth was abruptly
reversed in 2008 when the college-going rate dropped
form 52.5% to 36.5% - meaning that nearly two-thirds
of the graduating class of 2008 did not go on to college."

A one-year drop of this magnitude is unprecedented.
Its source can be found in a confluence of factors
that came together to push recent graduates out
of California’s community colleges. Nearly all of
the decline in college attendance is due to a fall in
enrollment at community colleges, which went from
receiving 19.5% of all Santa Clara County graduating
seniors (3,343 students) in 2007 to just 7.0% (1,274
students) in 2008.

Community college enrollment overall did not
drop in 2008 - in fact, statewide enrollment increased
by 10.2% between fall 2007 and fall 2008."* However,
the state provided only enough funding for a 2%
enrollment increase, leaving community colleges
scrambling to rearrange budgets and schedules.
Budget cuts and fee increases at the University of
California and California State University systems
also induced greater numbers of students to turn
to the more affordable community colleges rather
than UC or CSU. Finally, the deteriorating economy
meant that freshly minted high school graduates were
competing for limited community college class space
with thousands of laid-off workers seeking training
that would give them an edge in the job market.

Asaresult, in spring 2009 De Anza College opened
up the first day of spring registration with 8,000 out
of 24,000 applicants unable to enroll in the classes

they needed. By quickly rearranging schedules and
cutting 152 less popular classes, De Anza managed
to create class space for 5,000 of those, but 3,000 were
still turned away."*

The same scene was repeated in fall 2009, with
300 De Anza classes cut and 8,438 students unable
to get into classes.”” Across the county and the state,
community colleges saw the impacts of increased
demand combined with decreased funding. Over the
last two school years, California community colleges
have been hit by state budget cuts
totaling $840 million.' In 2009-10
these cuts have led to enrollment
declines of 1% statewide and 3.3%
in the Foothill-De Anza district,
as colleges are forced to cut classes
despite rising demand."”

Along with still-deeper cuts
to community colleges, recent
decreases in state funding for
the California State University
and University of California
systems may result in even fewer
graduates making it to college in
2010. In fall 2010 the CSU system
anticipates having to turn away
45,000 eligible applicants.'®

San Jose State University is
particularly vulnerable. It has
already been hard hit; in fall
2009, one-third of total student enrollment cuts to
the 23-campus CSU system fell on SJSU alone."” San
Jose State was able to accept all eligible students from
Santa Clara County high schools,* but rejected 8,700
applicants from outside the county or seeking transfers
- the first time ever that qualified students were turned
away.?!

In preparation for proposed 2010-11 state budget
cuts, San Jose State in March 2010 released plans to cut
enrollment by an additional 2,500 students; combined
with rising demand, this could mean a much larger
number of qualified applicants will be turned away.

Inadequate funding in
2009 forced De Anza
College to turn away
over 11,000 students

who could not get into
needed classes, while

San Jose State rejected

8,700 qualified

applicants.
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he college-going rate declines substantially

for students of every ethnic group

In 2008, high school seniors of all major ethnic
backgrounds in Santa Clara County were substantially
less likely to go on to college than in previous years.
The smallest decline was seen among white students,
whose college-going rate dropped by 9 percentage
points compared with 2007; all other ethnic groups
saw declines of at least 10 percentage points, with
the largest drop among Filipino students, who fell 19
percentage points.*

The differing impacts of cuts on white students
and students of color are partially explained by the
divide between which groups enroll in UC/CSU and
which enroll in community colleges. Community
colleges predominately serve minority and low-income
students. For example, in 2007 (prior to the cuts), of
the college-going students, 60% of Latinos enrolled
in community college and 40% in a UC or CSU; for
white students, the percentages were reversed, with
37% enrolling in community college and 63% in UC
or CSU. Thus, reduced access to community college
classes has a particularly harsh impact on college
opportunity for Latino students, who already suffer
the lowest college-going rate.?’

Percent ofhigh school grads enrolling in

75%

High School Grads from Santa Clara County Attending
College, 1991-2008
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Figure 5.6 Source: California Postsecondary Education Commission
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Figure 5.7 Source: California Postsecondary Education Commission

*Native Americans experienced a far greater decline, but with their small population size in Santa Clara County — there were only 74 total Native Americans
graduates in 2008 - individual variation can cause large swings in the college-going rate.

LIFE IN THE VALLEY ECONOMY 2010

Page 109




Pursuing the Dream: Indicator 2: Higher Education

COST OF COLLEGE

ince 2003, the cost of attending a UC or CSU
S college has more than doubled

Californians seeking to enter college this year face
a double whammy: at the same time that the recession
has reduced many families’ financial ability to spend
on education, the cost of college is rapidly growing. At
University of California campuses, student fees (the
equivalent of tuition) increased by 16.1% in 2009-10,
following increases of 6.7% in 2008-09 and 10.5% in
2007-08. California State University fees grew by 28.9%
in 2009-10, 7.8% in 2008-09, and 10.1% in 2007-08.

Since 2002-03, when the state began a series of
sharp increases in fees, the cost of a year of public
college in California has more than doubled: from
$4,017 to $9,311 for UC, and from $2,005 to $5,382
for CSU. Even community colleges — which until 1984
were free of charge — more than doubled their annual
fees during the 2003-2010 period, from $330 to $780.*

For the coming academic year of 2010-2011, budget
proposals would raise fees by an additional 15% for
the University of California and 10% for California
State University.”

The total cost of college for a full-time student
includes housing, books and related living expenses
as well as fees or tuition. For 2009-10. the average
total expense of one year at a University of California
campus for a student living on-campus was $26,985;
for San José State University, it was $22,336.% A four-
year degree at a CSU campus such as San Jose State
that would have cost a low-income family a third of
its annual income in 1975 takes almost 60 percent of
the same family’s income today.”

Expenses are also rising at private colleges, many of
which lost considerable portions of their endowment
during the financial markets” decline. USA Today
projects that for fall 2010 private colleges will raise
tuition by 4-6% while reducing or eliminating grant-
based financial aid.”® A San Jose Mercury News article
in April 2009 reported that the recession was driving
many more Silicon Valley students to refuse admission
at top universities that they could no longer afford.”

In 2009, a nationwide survey found that the number

Cost Per Year for University of California and California State
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Figure 5.8 Source: California Postsecondary Education Commission

one reason students drop out of college is the cost.
Among students who started but did not complete
college, 54% said their major reason for dropping out
was the need to work and make money. Another 31%
said the major reason was that they could no longer
afford tuition and fees.*

The cost of college and associated expenses is
a major barrier to students from low-and middle-
income families. Even students who are high academic
achievers are unlikely to receive a college degree if
their family is poor. In a nationwide study comparing
students’ 8th grade standardized test scores with
their college graduation rates, the effects of income
overwhelmed the effects of high test scores. A student
in the lowest-scoring group, but from a high-income
family, had a 30% chance of attending and completing
college, compared to just a 3% chance for low-scoring
students from low-income families. For students
with the highest test scores, those from high-income
families had a 74% chance of completing college,
while high scorers from low-income families had a
29% chance. In other words, having a wealthy family
contributed more to college success that did high
academic performance.”!
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ederal student loan reform will provide
assistance to help students afford the high

cost of college

National student loan reform passed by Congress
and signed by President Obama in March 2010 will
provide additional aid for some students and cut down
on high student loan payments, These changes will be
paid for by the savings from eliminating private banks’
role as middlemen in federal student loans.

Key elements of the newly passed student aid
legislation include:

e $40 billion in additional funding will enhance
the Pell Grant program that helps approximately
6 million low-income students pay for college
each year. The maximum Pell Grant award will
be raised from $5,550 currently up to $5,975 in
2017, and more grants will be awarded.

+  Beginning in 2014, student loan payments for
eligible students will be limited to 10 percent of
graduates’ discretionary income, lowering the
current 15 percent payment cap.

o Students working in public service after
graduation will see the balance of their debt
forgiven after ten years of repayment.

o $2billion will be provided to community colleges
over the next four years via a competitive grant
program.

o $2.55 billion will be provided to colleges and
universities that serve mostly minority student
populations.*

The bill does not directly affect the cost of college,
although it gives more students assistance with covering
that cost.

“Public higher education in
California is being constricted

in ways that make it hard to
recognize compared with what it
was just a decade ago.... Low cost,
universal access, top educational
and research quality — these

three basic underpinnings are
eroding fast.” — Los Angeles Times
editorial, Dec. 28, 2009. **
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MULTIPLE PATHWAYS TO HIGHER EDUCATION

Iternative forms of post-secondary education
Aare widely used; for example, in 2007 Silicon

Valley apprenticeships had a total of 7,294
students enrolled in 3-to-5-year programs

When designing policies addressing the need for
higher education, often only programs leading to a
bachelor’s or advanced degree are considered. Yet tens
of thousands of county residents enroll each year in
other types of post-secondary education, much of it
with a vocational or career/technical orientation. These
varied sub-baccalaureate programs are of enormous
importance in providing a means for students to
develop the skills needed for today’s rapidly changing
job market.

One type of career/technical education is the
apprenticeship system, in which trainees learn a trade
through a combination of classroom instruction and
on-the-job training. Because they are sponsored
directly by employers or industry partnerships along
with trade unions, apprenticeship programs are unique
in their direct link to the job market and a lifelong
career. In addition, apprentices are paid an hourly wage
while they are learning the trade, unlike most other
career technical programs which rarely pay trainees
for their time and often charge tuition.

Many joint labor/management training committees
also provide periodic training for incumbent workers
to learn new skills or keep them current with the
latest developments in their trade. For example, as
demand has grown for solar panels, the International
Brotherhood of Electrical Workers has created
a comprehensive training course through which
electricians can learn how to size, install and maintain
solar photovoltaic panels.

As 0£2007 the apprenticeship programs that include
the Silicon Valley region were training a total of 7,294
active apprentices, equivalent in size to enrollment
at a mid-sized community college. The table above
provides active apprentices in each of the ten largest
apprenticeship programs serving Santa Clara County.

Another focus of alternative post-secondary
educational programs is training and skills upgrades

for adults already in the workforce, reflecting workers’
growing need for lifelong learning to maintain their
competitiveness in the present-day job market. In Santa
Clara County, just over half (56%) of those enrolled in
higher education are traditional-aged students (age 24
and under); 22% are age 25 to 34, and another 22% are
age 35 or over.** However, the percent of adults 25 and
up enrolled in higher education has declined in recent
years from 7.7% in 2000 to 5.6% in 2008,* suggesting
that funding cuts and fee increases in community
colleges and adult education may be making lifelong
learning less accessible.

Students Enrolled in Apprenticeship Programs,
Santa Clara County &

Northern California,
Trade / Sponsor

2007

# of active apprentices

Operating Engineers
Carpenters

Tile Layers and Setters
Carpeting and Linoleum Layers
Construction Craft Laborers

Sound & Communications System Installers

Barbering & Cosmetology
Elevator Constructors
Electricians

Plumbers and Fitters

All others

Total active apprentices

798
416
198
427
501
367
434
421
404
331
2997
7,294

As of Dec. 31, 2007. Geographic scope varies by program; some serve Santa Clara County while others
include all Northern CA. Source: California Dept. of Industrial Relations.
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INDICATOR 3

Educational Outcomes

e Silicon Valley residents are more highly educated than the state or national
average; nevertheless, the majority of adults (age 25+) lack a fouryear college

degree.

e Wide disparities persist in educational attainment by ethnicity; 64% of Latino
adults and 42% of Vietnamese adults have at most a high school diploma.

e Santa Clara County workers with a bachelor’s degree earn three times as much
as workers without a high school diploma.

® For 2006-2016, 58 percent of projected annual job openings in Santa Clara
County require no formal education beyond high school. However, more than
half of these lower-skilled job openings pay less than a living wage.

WHY IT MATTERS

Education is one of the keys to economic security.
Silicon Valley residents overall enjoy a high level of
education relative to much of the state. However, a
substantial portion of the population has little or no
formal education beyond high school and is largely
shut out of most well-paying careers.

First-generation immigrants often do not hold
a high school diploma, if they did not have the
opportunity to attend high school in their own
country. California immigrants have already made
striking progress in bettering their educational levels
from one generation to the next. For first-generation
immigrants with second-generation adult children,
the high school graduation rate improved dramatically
across generations, from 62% in the first generation
to 90% of the second. Among Mexican-Americans in
particular, only 22% of first-generation immigrants in
California have a high school diploma. The progress
made by their children is dramatic: 82% of the second
generation have at least a high school diploma, and
15% earn 4-year college degrees.*

However, economic barriers and the erosion of
the public higher education system may limit further

progress. Parents lacking formal education usually
labor in low-wage jobs, with the result that their choice
of school districts is constrained by the high cost of
housing. For instance, among California’s janitors, who
are overwhelmingly Latino and low-wage, 97% send
their kids to public schools for K-12, often in some
of the state’s most overcrowded and underfunded
school districts. Fifty-one percent anticipate their
children may have to work instead of going to college.
The children of Mexican-American immigrants in
particular remain among the least likely to attend
college.””

With the cost of higher education rapidly rising
and space for recent graduates declining, working
parents — especially those who did not attend college
themselves — are increasingly hard pressed to afford
college for their children.

At the same time, a drive to improve educational
access must be accompanied by and focused through
the lens of quality job creation, lest well-meaning
initiatives provide education that does not match up
with the demands of the future job market.
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FINDINGS: EDUCATIONAL OUTCOMES

EDUCATIONAL ATTAINMENT

verall, Santa Clara County adults possess higher
educational levels than those in the state or
nation as a whole

As shown in Figure 5.9, about one-third of Santa Clara
County adults have never been to college, one-quarter have
some college but not a four-year degree, one-quarter have
a bachelor’s degree, and one-fifth hold advanced degrees.
By comparison, those who have never been to college make
up 41% of all adults in California and 44% in the U.S., and
in both California and the nation as a whole, only one out
of ten adults holds an advanced degree.

While Santa Clara County has been successful in
attracting highly educated workers, it is notable that the
majority (56%) of adults still do not possess a four-year
degree. Job creation and economic development strategies
must take into account the employment needs and skills
of this majority population.

Educational Attainment of Santa
Clara County Adults (Age 25+), 2008

Advanced
degree
20%

High school
or less
31%

Bachelor's

degree
24%

Figure 5.9 Source: American Community Survey

Clara County adults reveals a huge gap based
on race and ethnicity; nearly two-thirds of
Latinos over age 25 have never been to college

Educational access and attainment among Santa

Although educational attainment of the county
population as a whole is relatively high and growing,
there remain massive racial and ethnic gaps in average
education level. Most strikingly, 64% of Latino adults
in Santa Clara County have never been to college.
The Vietnamese American adult population also has
alower average educational level; 42% have never been
to college, and only 10% have an advanced graduate or
professional degree. Among African Americans, 35%
have never been to college and 11% have advanced
degrees.

At the opposite end of the scale, the Indo-American
population in Silicon Valley is very highly educated,
with fully 55% of adults possessing advanced degrees.**
Figure 5.10 shows educational attainment for all ethnic

Percent of ethnic group at specified educational level

Educational Attainment of Santa Clara County Adults

(Age 25+) by Ethnicity, 2008
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Figure 5.10 Source: American Community Survey
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RETURNS TO EDUCATION

times as much as workers without a high Santa Clara County, 2008
school diploma !
$100,000*

Workers with a bachelor’s degree earn three Median Earnings by Educational Attainment,

$100,000

In general, education is a good investment; a higher
level of education typically leads to substantially greater
earnings throughout one’s working lifetime. In 2008, a
worker in Santa Clara County without a high school
diploma earned a median of just $23,975, compared
to $33,699 for a high school graduate, and $71,998 for
a bachelor’s degree holder.*

The amount of the wage premium for education
varies by sex, although both genders receive substantial

$77,472

$80,000 -

$60,000 -

$40,000
528,255 $27,353
$19,978

4

$20,000

Median earnings for workers (age 25+)

returns to education. In 2008, working women with $0 -
some college earned, on average, 40% more than Male Female
women with a high school diploma; the corresponding M Less than high school grad High school grad B Some college

premium for men was only 25%. On the other hand, = Bachelor's degree = Advanced degree
a bachelor’s degree brought a greater payoft for men:

77% over some college, compared to 41% for women.
Although education is a critical factor in economic Figure 5.11 Source: American Community Survey. * Median for males with

an advanced degree was more than $100,000; the Census Bureau does not

security, it is increasingly the case that even college > ;
report earnings above this level.

graduates are suffering from eroding wages and lack
of quality jobs. From 2002 to 2007, the most recent
period of national economic growth, real hourly wages
did not increase for any group - from workers with
less than a high school education all the way to those
with advanced degree, every group saw decline or
stagnation of their wages.*

Between 2000 and 2007, the real hourly wage for
college graduates entering the workforce actually
declined. For male college graduates, the entry-level
wage fell 3.2%; for female graduates it dropped 1.7%."

In short, a college education is no longer a guarantee
of entrance into the secure middle class. Although
education is necessary for economic success, it is
insufficient for raising the overall standard of living
if there are not enough high-quality jobs available
for graduates.

In the longer term, a reduction in the wage premium
could have a negative effect on educational levels. If
prospective students do not believe that they will be
able to secure well-paying jobs upon graduation, they
will have less motivation to invest their time, money,
and foregone earnings in pursuing higher education.
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projected 58% of job openings will not require
any college or post-secondary education; half

these jobs pay less than a living wage

The long-term forecast
for the Silicon Valley
economy shows that 58%
of projected annual job
openings through 2016
will require only on-the-
job training or related work
experience. While some
of the openings in jobs
without formal education
requirements pay well, many
do not; 52% of these lower-
skilled jobs pay a median
wage less than the current
living wage for San Jose
($14.08/hr without health
benefits).

Among job openings that
do require formal education,

Master's, Professional or Doctoral Degree

Bachelor's Degree or Bachelor's Plus
Experience

Post-Secondary Voc. Ed. or Associate Degree

On-the-Job Training or Work Experience

Projected Average Annual Job Openings in
Santa Clara County by Education/Training

Level, 2006-2016

17,901
|

0 5000 10,000 15,000 20,000
Annual job openings

a bachelor’s degree is by far
the most common post-secondary requirement; 31%
of job openings will require a bachelor’s degree or a
bachelor’s plus experience. Another 8% will require
a vocational or associate’s degree, and just 3% of job
openings are projected to call for a master’s, PhD or
professional degree.*

If Silicon Valley’s future job mix matches these
projections, it may indicate that even highly educated
workers will face increased competition for jobs. As
of 2007, 20.5% of the county’s low-wage workers
(employed with incomes below 200% of the Federal
Poverty Level) have an associate’s, bachelor’s or
advanced degree, indicating that a college education
is no guarantee of a well-paying job.*

Figure 5.12 Source: Occupational Employment Projections, California EDD
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Working Partnerships USA exists to tackle issues
directly affecting the lives of ordinary working people.
We seek to achieve changes in the areas of jobs, health
care, economic development, sustainability, housing
and transportation that improve families’ lives, and
for our work to inspire, inform and shape state and
national policy.

When we published Life in the Valley Economy
2008, we made a change in this report that is a break
from the mold of so many studies that focus exclusively
on identifying the various economic factors at play in a
given area and what they might portend for the future.

The change was a decision to go beyond asking
questions about what the future holds - based on what
has been learned about the present — and to propose
ways to address the challenges we identified.

Or, in the words of LIVE 2008, “While recognizing
the problem is the first step, reciting a litany of financial
woes afflicting our families and communities does not,
in itself, change anything. We need to take the next
step: do something about it”

That was the genesis of the SOLUTIONS section of
LIVE and a significant element of the added value this
work provides to the community Working Partnerships
USA serves.

It’s appropriate that an economic study of Silicon
Valley take this approach for several reasons.

San Jose is the largest city in Northern California
and tenth largest in the nation. What is happening here
and, more broadly, in Silicon Valley — whether it’s an
economic trend or a fad in popular culture - often is
a bellwether for the nation.

Our region is also renowned for innovation,
whether it's something new in technology or an original
approach to public-private partnerships such as Team
San José, which preserves high-quality jobs in operating
municipal convention and cultural facilities, improves
customer service and simultaneously reduces costs.

It is not surprising that Working Partnerships USA
has earned a reputation for leading and innovation.
Silicon Valley is a community of nearly two million
without a majority racial or ethnic group. Its people are
highly educated and open to the fruits that this kind of
diversity produces, and this organization reflects them.

Being in the nexus of a creative and influential
region and state means what happens here and how
we deal with it has implications far beyond our valley.
This is not a circumstance or a role that we wish to
shirk. It is one we take seriously and to which Working
Partnerships USA brings its full energy and capabilities.

The SOLUTIONS section of LIVE 2010 identifies
seven local approaches -
original in concept and
sometimes sweeping in
their potential for positively
affecting our economic
future - for meeting the
challenges identified
elsewhere in this report.
In addition, SOLUTIONS
revisits the transformative
ideas originally proposed
in LIVE 2008 to assess their
implementation and success.

In diverse ways, each of
these initiatives illustrates
new ideas, processes, policies
or practices that can provide
a model for the state and
nation of how to transform
economic challenges into
opportunities.

A community seeking prosperity that fails to
address these issues has lost its way, and our goal
with the LIVE reports is to find the right path for
Silicon Valley.

Being in the nexus of a
creative and influential
region and state means
what happens here and
how we deal with it has
implications far beyond
our valley. This is not a
circumstance or a role
that we wish to shirk.
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CHOOSING HIGH-QUALITY, LONG-TERM JOBS

CLIF CLARK, general
manager, San Jose Marriott

“The proposed Convention
Center expansion project is
vital to drive San Jose's local
economy by generating up
to $250 million in economic
impact through increased
events and more visitors to
San Jose. The project will
also support as many as
800 much needed hospitality
and convention center jobs
and up to 650 construction
jobs in our community. It is
the right project at the right
time.”

BENA CHANG, Senior
Associate, Housing &
Transportation, Silicon Valley
Leadership Group

“Transportation infrastructure
provides the mobility
needed for a strong, vibrant
workforce, which is the
backbone of the innovation
economy. Diridon Station —
as a major heavy rail and
transit connection point

— will spur development,
dramatically increase transit
options and connectivity,
and create jobs.”

1. Rebuilding the Convention Center

The completion of the San Jose Convention Center in 1984 was
a choice the city made to invest in high quality jobs and its own
vibrant and vital urban core. Twenty years later, San Jose chose to
protect and expand on that original investment when it created
Team San José, a unique public-private partnership to manage the
convention center and the rest of the city’s convention and cultural
infrastructure in a way that reemphasized the value our city places
on good jobs and what they mean to a community.

The city has once again reached a decision point about its
downtown. The hotels and other businesses that thrive because of
the Convention Center are poised to reinvest the tax money they
generate to revitalize the facility into a larger, even more competitive
venue for all types of exhibitions and meetings. Will the City take
up this opportunity to extend its public-private partnership and
choose to enlarge the convention center to bolster its competiveness
and its role as the central city’s economic engine, or stand pat and
risk the decay to wages, careers and lives that could drag down
our community?

2. Investing in green infrastructure

High tech provided the economic foundation for what became
known to the world as Silicon Valley, and San Jose wisely seized
that opportunity for innovation. Another huge opportunity now
presents itself to our city: the arrival of high-speed rail and BART in
the South Bay. The confluence of these two transportation arteries
at San Jose’s Diridon Station — combined with CalTrain, Amtrak,
ACE trains, light rail and bus lines already serving the station -
has the potential to do for San Jose what the Golden Gate did for
San Francisco.

San Jose’s choice is whether to seize its role as the Bay Area’s
transportation hub to diversify and strengthen the city’s future
economy and drive green, transit-oriented development that
enhances the community as a safe and healthy place to live, work
and play.
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3. Investing in green jobs

Climate change and the enormous national toll in lives and
wealth from dependence on fossil fuels mean “going green” is no
longer an option. It's imperative. The choice is whether we turn the
coming green economy into an opportunity that benefits working
families as well as investors.

Santa Clara County Green Pays is a pilot program that plans
to retrofit 500 homes in the county for greater energy efficiency
by 2011. Beyond the green benefits of these retrofits, which will be
affordable for low- and middle-income homeowners, Green Pays will
establish strong and enforceable job standards as well as a model for
contracting and workforce management that creates pathways out
of poverty through careers with real opportunity for advancement.
Green Pays is being designed as a financially self-sustaining model
to capture the substantial cost savings gained by reducing energy
usage. Once Green Pays proves itself through the pilot, it can be
scaled up to retrofit 200,000 homes, generate thousands of well-
paying green jobs and serve as a model for national replication.

4. Strengthening the safety net and our
quality of life

Once the site of downtown’s only hospital, in December 2009
the shuttered San Jose Medical Center site was purchased by Santa
Clara County in order to build a new urgent care clinic on a portion
of the land. This victory for health services downtown was won
after years of committed advocacy and creative partnerships built
up the means to address the problems created when the privately
owned San Jose Medical Center closed its doors in 2004.

The people’s decision not to allow a private business decision
that closed downtown’s only hospital to sabotage the economic and
residential viability of the area was critical. By working through
multiple levels of government to find a solution, a commitment
was secured to restore the health care infrastructure necessary for
avibrant downtown. At the same time that it protects the valuable
health care safety net for area residents, this investment by the
county creates immediate construction jobs and preserves valuable
real estate for further future development.

NEIL STRUTHERS, executive
officer, Building and
Construction Trades Council

“Common sense and the
health of our environment
requires us to reduce our
carbon footprint; Green Pays
is what enables communities
to leverage that into a new
economy that doesn’t leave
local workers behind.”

ROZ DEAN, chair, Coalition
for a Downtown Hospital

“This long-awaited clinic will
provide urgently needed
health care access to local
residents. It is a significant
step toward preserving a
liveable downtown and
toward the ultimate goal
of an easily accessible
full-service hospital, for
which the Coalition for a
Downtown Hospital will
continue to advocate.”
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SCOTT HAGGERTY, Alameda
County Board of Supervisors

“NUMMI was important

in supporting high job
standards as well as the jobs
of a large supplier network.
It's critical to the local
economy that its successor
also fulfill this role.”

DANIEL GARCIA, secretary-

treasurer, Roofers Local 95

“Our pre-apprenticeship
program is the best means to
link talented and motivated
individuals to a successful
career in the green economy
in this industry. It provides

| them with the tools to join
and better adapt to this vital
_ and changing industry.”

5. Restoring lost high-quality jobs

The closure of this Alameda County automobile manufacturing
plant highlights not only the recessionary impact of the loss of
plant’s 4,700 jobs but how such an event can ripple through the
wider economy, directly jeopardizing the jobs of 25,000 others
who work for NUMMT’s suppliers. The facility’s location on a main
rail line and freeway make it a prime industrial site, and there are
various proposals for reuse including the manufacture of electric
cars or perhaps building the high-speed trains that will run over
California’s recently approved high-speed rail system.

Whatever occupies the NUMMI plant, however, presents an
important choice for the local economy. Will it create the kind of
high-quality jobs that Toyota and General Motors once provided
there, or become a magnet for low-wage jobs with few or no benefits
that undercut local standards and create an economic sinkhole?

6. Preparing workers for careers in the green
economy

The choice outlined above to make the green economy work
for everyone means choosing to invest in the people who will make
it happen. Work2future, Roofers Local 95, several local roofing
companies and the Building Trades Council have created a pilot
pre-apprenticeship program to train disadvantaged residents in an
intensive course designed to lead to employment as apprentices
in energy efficient building and construction trades. This training
program is uniquely targeted at placing its graduates not in short-
term, low-wage jobs, but in “learn-while-you-earn” apprenticeships
that provide a quality wage and entry into a rigorous four-year trade
education leading to a lifelong career.

This investment in education will help jumpstart a broader
vision of a comprehensive green career pathway that could provide
hundreds of Valley residents each year with basic training, retraining
or advanced education to take advantage of the promises of the
green economy.
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7. Directing the Santa Clara County Council
on Health

While the nation dithered, Santa Clara County chose to move
toward a healthy future for all its residents with the Children’s Health
Initiative, which guarantees coverage to virtually every local child,
and then with the launch of Healthy Workers coverage for small
businesses and their employees. With these programs already in
place, Santa Clara County is well prepared to implement national
health care reform provisions in a way that benefits all residents
and is best suited to local needs.

The next choice concerns whether we will come together to
create a coordinated, effective and efficient approach to address
the county’s specific health needs, such as childhood obesity and
coverage disparities among racial and ethnic populations. Santa
Clara County is now in the process of creating a Council on Health,
a panel of health experts and community leaders who will develop
a comprehensive vision for tackling the health challenges in our
region and make recommendations to the Board of Supervisors
on concrete steps to achieve it. The new Council on Health must
be charged with developing a comprehensive vision for tackling
the health challenges in our region in their recommendations to
the Board of Supervisors.

Dr. ALFONSO BANUELOS,
chief medical officer, Santa
Clara Valley Medical Center

“The Council on Health
can be a vital resource

in identifying our most
pressing health needs,
proposing policy and in
rallying community support
for the steps we need to
make. In collaboration with
community health care
network providers such as
Santa Clara Valley Health
and Hospital System and
the Community Clinic
Network Partners, access
for quality medical care
will be improved for our
community.”
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What’s happened with solutions from LIVE 2008?

« Healthy Workers. This affordable, comprehensive,
no-deductible health coverage plan for small businesses
and their employees was rolled out March 1, 2010 and
is now enrolling members. It will allow employers
to offer a significant benefit, protect workers from
financial hardship and protect the safety net county
health system.

« Green Retrofits. A pilot program has been
designed to enable energy efliciency retrofits of 500
homes by August 2011. It incorporates strong and
enforceable job standards and is in the process of
securing grant funding for startup and operations.

« Living Wage at San Jose International Airport.
More than 500 contracted and concessionaire workers
at the airport have been added to the city’s Living Wage

policy. The safety and

The changes happening in Silicon security training enabled

Valley are having impacts across

under this policy along
with the increased wages

the state and around the country. has cut job turnover,

improved productivity
and made the airport a
more customer-friendly and safer place for travelers.

« Cost-Benefit Analysis of Large Public Subsidies.
The pilot program to apply this analysis to publicly
subsidized projects proved so successful that it has been
incorporated in the City Council’s rules and a report
documenting its success was prepared. Now the City
Council and the public can get an objective picture of
the number and quality of jobs that subsidized projects
will generate before public funds are spent.

« Universal Prevention. Santa Clara County is in
the process of forming a Council on Health that will
recommend policies to address the county’s most
pressing health issues.

» Measure A and Valley Med. This $840 million
bond issue to fund seismic retrofits at the Valley

Medical Center, the centerpiece of the Santa Clara
County Health & Hospital System, passed with
overwhelming public support. It also included funds
to support development of an urgent care clinic at the
former San Jose Medical Center site.

« Inclusionary Zoning. The San Jose City Council
approved expansion of its successful Inclusionary
Zoning policy to all areas of the city, allowing working
families to live near their Silicon Valley jobs.

« Santa Clara “Big Box” Ordinance. The Santa
Clara City Council enacted an ordinance regulating
establishment of large “big box” retail stores that
produced significant health and economic impacts
such as reducing high traffic, lowering pollution and
preventing creation of low-wage jobs without health
benefits.

o California Construction College. The
Construction College has secured federal funding to
support its establishment. Certificate programs are
now in development anticipating enrollment in the
fall and the first graduates in spring 2011. Work has
also begun on the creation of associates degree (two-
year) programs in construction management and a
possible affiliation with the National Labor College
for bachelors and masters degree programs.

« Transit Career Ladders Project. This dual-
track training program by the Valley Transportation
Authority is now underway. All 10 enrollees in the
maintenance track graduated, and all have been
promoted to become first-level diesel mechanics.
The operator apprenticeship program identified a
gap in traditional training, which was that bus and
train operators were not receiving customer service
training. With that aspect added to the curriculum, all
of the program’s graduates have successfully completed
their probationary period, and the project is receiving
inquiries for replication from other transit systems.
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