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RECOMMENDATION

Accept staff’s report updating the Committee on the current status of the Economic Strategy.

BACKGROUND

In November of 2003, the San Jose City Council adopted the city’s first comprehensive
Economic Development Strategy (Strategy). The dot.com bust of 2001-02 had raised serious
questions about prospects for the Silicon Valley economy and the role of the City in affecting its
economic future. Moreover, City leaders saw aggressive competition from within the region and
from other high-tech centers globally and knew they could not take future success for granted.
The original 2003 Strategy, comprised of 15 bold goals designed to stimulate the local economy,
helped focus the work of City staff across departments and create a common understanding
around the importance of economic development.

Following the Great Recession, the City Council adopted an update to the Strategy in April of
2010 (Attachment A). The Strategy update further refined the 15 goals into 12, and attempted to
strike a balance between aggressively regaining jobs and revenue and creating an outstanding
business and living environment that can compete with the world’s best cities over the long term.
In addition to serving as a guide for staff’s work across the Community and Economic
Development City Service Area (CED CSA), the updated Strategy became a guiding framework
for many of the major policy projects that have followed it, including the Envision 2040 General
Plan Update in 2011.

Because of the dynamic nature of the local economy, both the original and updated Strategy were
intended to consider a five-year period. On January 26, 2015, the Community and Economic
Development Committee accepted staff’s report on the accomplishments of the final Economic
Strategy workplan for the January 2013-December 2014 period. Due to the ongoing strength of
the economic cycle and the demands of major project and policy work at the time, staff did not
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recommend undertaking a major update of the Economic Strategy. The Committee agreed that
the 12 Strategic Goals remained an appropriate organizing framework for the Departments that
comprise the Community and Economic Development CSA and provided feedback to staff to
proceed under the direction of the existing strategy.

The current economic cycle has continued to expand since staff last reported on the Economic
Development Strategy, becoming the longest “trough to peak™ expansion period in modern
history. With this have come new opportunities and challenges that staff has continued
incorporate into their ongoing workplans. This memorandum is intended to provide the
Committee with an update on how staff are continuing to use, and align with, the Economic
Strategy, and provide initial recommendations as to an appropriate timeframe for a potential
update of the Strategy.

ANALYSIS

Continued Work to Date

Following the Committee’s acceptance of staff’s report on the Economic Strategy in 2016, and
approval of the proposed two-year workplan covering the period between March 2016 and
March 2018, staff continued to pursue work items that delivered on the projects included.
Attachment B provides a brief summary of those items that were completed within the two-year
period, and which continue to be worked on today. The vast majority of work conceived under
the workplan passed a significant milestone or was completed during this period, however, many
of these topics remain significant today, and in many cases, some form of work continues.

Over the last year staff has also been working to make progress on existing and new City
Council Policy Priorities, as well as responding to changing local conditions. Some of the major
policy projects and strategic initiatives that either weren’t a priority or have subsequently come
into focus during this period include:

e Google/Diridon

e Development Services Transformation

e Development Fees and the Cost of Development
e Opening of Phase 2 of North San Jose

e Downtown EIR

e Housing Crisis Workplan

e Citywide, North San Jose, and Downtown Retail Studies
Commercial Linkage Fee

Climate Smart

Small Business Displacement Strategy
Residential Displacement Strategy

San Jose Branding Initiative
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e Downtown Height Limitations (OEI)

e Major Conferences and Events, including Apple WWDC, Facebook F8, NVIDIA GTC,
College Football Playoffs

e Launch of Manufacture: San Jose

As we approach the latter stages of the current economic cycle, different pressures have taken on
a more significant role. Foremost amongst these is the impact of housing construction related to
economic development. The challenge of providing housing for an expanding workforce, and
ensuring equitable economic opportunities for existing residents, continues to be a significant
one and this is reflected in the citywide prioritization of the Housing Crisis Workplan. The lack
of availability of a diverse range of housing types has the potential to disrupt the regional
economy as unemployment remains at historic lows, new workers move into the area, and some
existing residents find the high cost of living unsustainable. As such, policy work that advances
new housing opportunities or addresses the high cost of development will remain a priority over
the next 12 months. In addition, responding to new and increased pressures throughout the City
that have resulted from the sustained nature of the current economic cycle, and the impact it has
on residents in existing neighborhoods, is rapidly becoming a policy priority. Staff is currently
developing workplans that consider and address challenges related to residential displacement,
small business displacement, and ensuring career preparation opportunities and pathways for
residents across all skill levels.

Economic Conditions

Even in the context of a seemingly slowing national economy, San Jose/Silicon Valley has
continued to demonstrate significant signs of growth throughout 2018. The San Jose economy
has continued to grow along with the rest of the region. The number of jobs within the City have
increased almost 20% between 2010 and 2018, and unemployment has fallen to 2.5% and below.

San Jose Jobs! 3‘51,21 5 184,000 420,592 132,785 | 136,592
Population®| 955255 | 1,017,000 | 1,035,000 | 154,594 | 118,000
Unemployment® 11.5% 5.7% 2.5% 1 5.8% 13.2%
Office Vaﬁ‘ggﬁ 18.4% 15.6% 10% | 2.8% 15.6%

! Source: California Employment Development Department
2 Source:US Census (2017 latest available data)
3 Source: California Employment Development Department, as of December of the listed year.
*Source: Office of Economic Development, based on various broker reports.
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In addition to the table above, staff monitors a broad range of additional economic information
that outlines the current state of the local economy. This information shows that even though the
local economy continues to grow, San Jose continues to add employed residents at much faster
rate than jobs, and that the number of jobs has a direct correlation to revenues that support City
operations. As such, in addition to providing support and leadership to the residential
development community, the City mustn’t lose sight of its long term economic goals of balance
growth that not only accommodates more residents, but also provides them opportunities to work
in the community they live in, and delivers fiscally positive land uses that support sustainable
City services. Staff will return to the Committee in the fall with a complete Community
Economic Profile report that will provide additional detail and information.

Updating the Economic Strategy

As noted through the CED CSA’s continued work in alignment with the prior Economic
Strategy, staff believes that now is not the time undertake a wholesale update of the City’s
Economic Strategy. The first and second strategies were both developed during a time of
economic instability as a means of guiding the City’s growth out of a major economic slowdown.
As the current economic cycle continues to mature, there is increased risk of a slowdown in the
next 12-18 months. Staff’s recommended approach is to continue to operate within the context of
the existing Economic Strategy and focus planning and strategic work on areas of greatest need,
including the Housing Crisis Workplan and the upcoming General Plan four-year review. The
goals of the current Strategy align with much of the work currently being undertaken within the
departments that formulate the CED CSA, and the Strategy is capable of provide continued
guidance and direction in its current form.

EVALUATION AND FOLLOW-UP

Staff will return to the Committee in the fall to present the Community Economic Profile and
provide an update on evolving economic conditions. Staff will retune to the Committee to
present further analysis on the appropriate timing and scope of an Economic Strategy Update in
one year.

/s/
CHRIS BURTON
Deputy Director
Office of Economic Development

For questions, please contact Chris Burton, Deputy Director, at (408) 535-8114.

Attachments:
A. Economic Strategy (2010)
B. Approved 24-Month Implementation Workplan (March 2016-March 2018)



ATTACHMENT B

Economic Strategy
Approved 24-Month Implementation Workplan
(March 2016-March 2018)

. Items Completed (some maybe ongoing)

[tems Still in Progress

ACTION TEAM

#1 Encourage Companies and Sectors that Can Drive the San Jose/Silicon Valley Economy and
Generate Revenue for City Services and Infrastructure

#3 Preserve and Strengthen Manufacturin -' -elated Activity and Jobs




d. Propose general plan and zoning code amendments to support
implementation of the North San Jose Development Policy, including needed
amendments resulting from the process to update the Policy.

#4 Nurture the Success of Local Small Businesses
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#5 Increase San Jose’s Influence in Regional, State and National Forums in Order to Advance City
Goals and Secure Resources

d. Actively engage in and shape programs and funding opportunities, such as [DOT/Housing
‘Plan Bay Area" and the associated "One Bay Area Grant" program and the
Affordable Housing and Sustainable Communities (Cap and Trade) Grant
Program in order to maximize San Jose’s competitiveness for key resources to
implement sustainable, equitable development.

Improve the Speed, Consistency, and Predictability of the Development Review Process, and
Reduce Costs of Operating a Business in San Jose




a. Create partnerships between employers, K-12, community colleges, pre-
apprenticeship and apprenticeship programs, and institutions of higher learning
o create a diverse range of employment opportunities and job ladders for
upward mobility, including for youths and the homeless. Examples include a

8_Advance the Diridon Station Area as Key Transportation Center for Northern California

port, and Attract New Air Service




10 g. Continue to develop responses in order to address the needs of the
homeless living Downtown.
10 h. Encourage new speculative and build-to-suit office development in OED/PBCE

Downtown.
#11 Create More Walkable, Vibrant, Mixed-Use Environments to Spur Interaction and Attract Talent

11 e. Design and install wayfinding information to bring people and vibrancy to [OED/DOT
ity streets, enhance the walkability, legibility, and comfort of Downtown San
ose, and encourage non-auto travel approaching trips to and within

Downtown.

#12 Develo a Distinctive Set of Sports, Arts, and Entertainment, Offerings Aligned With San Jose’s
Diverse, Growing Population







