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Leadership
Innovation
Optimism
Pragmatism
In these unprecedented economic times, the optimism and innovation that fuels Silicon Valley may be tempered but is certainly
not tarnished. Great ideas are being funded and entrepreneurial
companies continue to create and innovate goods and services to
support our 21st Century economy and environment.
Pragmatic leadership – keeping an eye on the future while recognizing the realities of the quarter – is a Silicon Valley hallmark. Inside this booklet are many examples of new programs or products
that underscore the Valley’s leadership in good times and bad. Innovation isn’t diminished in a down economy. In fact, it flourishes.

true test of leadership.
Interestingly, all of the top-tier candidates for governor are from
the Bay Area or have very strong ties to it. And all value the important role Silicon Valley plays, and will continue to play, in the
state’s future.
This recession has been stubborn, but strong public and private
leaders working together to drive innovative solutions is part of
the answer. We, the 305-member company CEO’s who comprise the
Silicon Valley Leadership Group stand ready to do our part.

Public leaders, especially in Sacramento, also have faced unprecedented challenges.
That’s why 2010 will be a critical year for all of us. We will elect
a new governor who will face entrenched problems that have not
been solved by Democrat or Republican administrations. Attempts
to reform the state budget, education and health care – to name
but a few – have been blocked repeatedly with opposition from key
stakeholders. How the next governor meets this challenge will be a
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Demographics
Population by County
Alameda
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Median Household Income by County
2000
Alameda

$89,400

2010
$93,100

2020
$103,700

2030
$115,400

Santa Clara

$118,400

$102,800

$114,400

$127,300

San Mateo

$136,600

$127,800

$142,300

$158,300

Jobs by County

2000

2010

2020

2030

1,443,741

1,571,400

1,700,700

1,858,800

Alameda

2000

2010

2020

2030

750,160

781,520

902,180

1,037,730

Santa Clara

1,682,585

1,867,500

2,085,300

2,279,100

Santa Clara

104,130

938,330

1,098,290

1,272,950

San Mateo

707,163

741,000

800,700

842,600

San Mateo

386,590

363,060

423,100

487,420

Households
Alameda

K-12 Enrollment

2000

2010

2020

2030

523,366

564,880

614,790

671,700

Alameda

2007

2010

2015

212,921

208,845

204,254

Santa Clara

565,863

628,870

701,470

769,750

Santa Clara

258,997

260,995

261,826

San Mateo

254,104

267,230

287,470

304,660

San Mateo

88,974

89,249

88,861

Vehicle Miles Traveled

Greenhouse Gas Emissions

2006

2035

Alameda

34,325,404

45,409,597

Santa Clara

36,191,003

48,791,837

San Mateo

16,624,813

21,910,334

California

2004

2020

469

596

*Million Metric Tons CO2 Emitted

Pictured: Piper Slough, San Joaquin River Delta
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Sources: Association of Bay Area Governments, Metropolitan Transportation Commission,
California Department of Finance, California Air Resources Board

Environment
Climate Change
Water
Conservation
California has a long history of leadership in enacting innovative environmental policy. The state has been at the forefront of
clean air regulations since the 1960s, when the original Clean
Air Act named California as the only state allowed to set tougher
standards. Responding to the energy crisis in the 1970s, the state
began focusing on energy efficiency with the establishment in 1974
of the California Energy Commission and the start of efficiency
planning. More recently, a renewable energy portfolio standard was
established with the goal of increasing the percentage of electric
power generated from renewable sources by the state’s investorowned utilities. The state also has recently introduced new vehicle
emission standards, which the Obama Administration plans to apply nationwide.
But the state’s most significant environmental leadership came in
2006 when the Governor and Legislature approved Assembly Bill
32 (AB 32), the landmark Global Warming Solutions Act which establishes the first ever statewide cap on global warming pollution.
The bill sets a goal to reduce greenhouse gas (GHG) emissions to
1990 levels by 2020, a decrease of approximately 25 percent.
California’s leadership has allowed the state to continue to grow
its economy while reducing its per capita levels of GHG emissions.
For example, from 2004-2005, the state reduced its GHG emissions
by about 2 percent while its economy grew 5 percent. In many
8

ways, California’s environmental innovation has given the state a
competitive edge.
AB 32 is already helping fuel the green economy by increasing
demand for energy efficiency technologies and alternative energy
solutions. Silicon Valley is taking advantage of this by leading the
way in the development of clean-tech solutions in areas such as
solar power, biofuels, electric and plug-in hybrid cars, fuel cells,
energy-efficient computing and lighting, and sustainable building
practices and materials.
However, energy and climate change are not standalone concerns.
They are inextricably linked to another major environmental issue:
water. Water is needed to generate energy and energy is needed to
deliver water. For example, we rely on water to generate hydropower and to cool power plants. And approximately 20 percent of the
state’s electricity is used to pump and deliver clean water.
Much of California receives little or no precipitation for months at
a time, so the state relies heavily on a complex system of reservoirs, canals and aqueducts to capture rain and runoff during wet
winter months, for delivery in the summer and fall. This water system, which supports most of California’s residents, businesses and
agriculture is facing unprecedented challenges. This year marked
the third consecutive year of drought, following years of below-

average rain and snow fall. As a result, California’s key reservoirs are at
their lowest levels since 1992. With the water crisis intensifying, the Governor has called for a 20 percent reduction in water use statewide and
urged local water agencies to bolster conservation programs which are
the best and cheapest method of stretching water supplies. It is estimated that through greater use of existing water saving technologies such as
rinse water reuse systems, air cooled
California GHG Emissions
Indexed to 1990
chillers, closed-loop cooling systems
and high efficiency toilets, urinals,
and washing machines we can reduce
urban water usage by up to one-third.
130
Water reclamation and recycling can
further stretch thin water resources.

&

Innovation is key to reducing our carbon footprint, the amount of waste
we generate and the water we use. With almost one-third of U.S. clean
tech venture capital being invested
here, we can expect continued environmental innovation to spring from
GDP
Silicon Valley.

120
GDP
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While drought and climate change are
reducing the supply, demand continues
to grow, especially in Silicon Valley.
The Santa Clara Valley Water District
expects demand to increase 18 percent
by 2030, but it could be as high as 30
percent if we do not maintain current conservation trends. Such a large
increase in demand is sure to put more
pressure on our already strained water
resources.

by example, with significant efforts focused on conserving, reclaiming
and recycling water.
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California’s innovation on climate
change has put the state in a unique
position to lead the nation’s green
Source: Next 10, 2009 California Green Innovation Index
revolution. However, limited water
resources, exacerbated by the effects
of climate change, threaten the Valley’s
ability to remain competitive. The many challenges confronting California’s water system call for systemic changes to the way the system is
designed, operated and funded. Bold decisions need to be made, as the
status quo will result in simultaneous degradation of the water supply’s
reliability and the environment. Silicon Valley is responding and leading
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Bay Area Climate Collaborative
Best Practice
The most wide-ranging and profound environmental challenge
facing humanity is climate change. Fossil fuel consumption and
related greenhouse gas emissions are putting our ecosystem under
great strain. In addition, our homeland security and economic
stability are threatened by our reliance on unpredictable supplies
of hydrocarbon fuels from unstable governments. The Bay Area
faces a variety of unique challenges in taking action to address
global warming and its impacts. Beyond individual organizational
goals, there is a profound need for coordinated action to reduce
our greenhouse gas emissions by transforming our economy from
one based on coal, oil and gas to one that runs on clean, renewable
energy.
The need for embracing climate
change action through collaboration is clear, as no one agency,
company, group or municipality
can address these challenges
independently. Recognizing the
need for collective action, senior
leaders from across the Bay Area
joined together in March to
launch the Bay Area Climate Collaborative (BACC).

have collectively developed the goals and will benchmark progress
toward fewer fossil fuels in transportation; more solar and other
alternative sources of electricity; less trash and more recycled
material; more efficient buildings; water conservation; and a work
force trained to make it all happen.
These goals will not take the Bay Area in a dramatic new direction.
They don’t need to. Cities, businesses and residents from across the
region have been happy to step forward to combat global climate
change. What makes the BACC remarkable is the formal commitment to unite disparate efforts and take advantage of our collective wisdom and resources. It’s a multiplier, enhancing coordination
and achieving economies of scale.
Since March, members of the Collaborative have started implementing three of the ten action areas, including green building and
solar rooftop standards, a public information campaign and the use
of zero emission vehicles.
With this collaboration, the Bay
Area can help the state meet
the greenhouse gas reduction
goals established under AB 32,
adapt to the impacts of climate
change, and spur development
of the green jobs that will power
our regional economy for years
to come.

At the heart of the Collaborative
are the ten action areas defined
in the Bay Area Climate Compact, each with quantifiable
goals and timelines – providing a
roadmap forward to holistically
address climate change mitigation and adaptation across the
Bay Area. Members of the BACC
10

San Jose Mayor Chuck Reed, San Francisco Mayor Gavin Newsom, and David Chai,
Chief of Staff to Oakland Mayor Ron Dellums at the BACC signing ceremony.

Water Convservation

Specific water conservation measures implemented included:
Best Practice

Applied Materials’ water conservation goal is to reduce consumption in its worldwide facilities by at least 10 percent by 2012
through three key areas: manufacturing, landscaping and personal
consumption. Since that goal was set in 2007, the company has
saved more than 42 million gallons of water locally.

• Transitioned from conventional landscaping to native landscaping with the advantage of heat and drought tolerance
requiring less water.
• Implemented drip irrigation
with smart controllers.

Applied Materials Water Use Reduction
Santa Clara & Sunnyvale Campuses

• Installed hand sanitizer stations, reducing the need to use
water for washing hands.

Recognizing the importance of
water conservation, Applied Ma• Consolidated tools and changterials performed general water
es to software for tools that
use audits at each of its facilities.
use de-ionized water, resulting
At its Santa Clara and Sunnyvale
in savings of more than 10 milcampuses, the company was able
lion gallons.
to identify several projects of
high value in terms of conserva• Optimized other water saving
tion. First, Applied re-landscaped
features integral to ongoing
the common areas of the campusoperations including sensor
es, reducing some turf areas by
activated faucets and low-flow
switching to native and drought
toilets in the lavatories.
tolerant plants. In addition, the
company implemented drip irAs a result of this work, the
rigation in many facilities, some
company has reduced water use
of which are equipped with smart
at its Santa Clara and Sunnyvale
controllers. For employee restcampuses by 16 percent since
rooms and break areas, the comthe company-wide goal was set,
pany installed motion activated
Source: Joint Venture: Silicon Valley Network 2009 Index of Silicon Valley
exceeding the goal sooner than envisioned and within budget
faucets and low flow fixtures. Applied also installed hand sanitizer
constraints. Even more impressive, this double-digit reduction was
stations throughout the buildings, allowing for a quick, easy way
achieved in an office/R&D environment, as opposed to a manufacfor employees to be germ free without the need for frequent hand
turing environment.
washing. Importantly, the company also reinforced the behavior
change and water conservation message through regular communication to its employees via the company’s Sustainability Intranet
site called EarthWorks, which has been up for just over a year.

16%

42.6 Million
Gallons Saved
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Energy
Green Economy
Technology
Efficiency
It is no secret that California has huge opportunities for growth as
the epicenter of the clean and green revolution. It is in a unique
position to capitalize on the increased emphasis and interest in
green technology.
First, the state’s innovative spirit has made it the leader in developing emerging technology, attracting 50.4 percent of the total U.S.
venture capital investment in 2008 and 58.4 percent of the total
invested in cleantech. What is truly remarkable is that cleantech
funding nationwide grew 63 percent over the 2007 level. This trend
continues to be strong in 2009.
California also has the second highest total energy consumption
of the 50 states and is the largest importer of electricity from
other states. However, because of our leadership and innovation in
energy efficiency, we have the third lowest per capita energy consumption. And with the continued innovation and adoption of new
energy efficiency technologies, such as smart grids, better monitoring, and electric vehicles, we can keep our per capita consumption
among the lowest in the nation.
During the last decade, Silicon Valley has expanded its green sector significantly, showing steady growth in the number of green
jobs and green businesses . These numbers will continue to grow
in the coming years, with help from green business incubators like
12

the Environmental Business Cluster in San Jose that help foster
new start-ups, providing advice and office space to promising
companies with innovative cleantech ideas. The American Recovery and Reinvestment Act (ARRA), passed earlier this year, will
also help to continue this growth. The $16.8 billion that the ARRA
provides for energy efficiency and renewable energy will help
stimulate more demand in these sectors and drive major economic
growth in Silicon Valley.
For example, ARRA includes funding for the greening of public
and private-sector buildings, including $5 billion for the weatherization of low-income housing. This will directly increase demand
for energy efficient building materials, like the ones produced by
Serious Materials. This company is expanding despite the current
economic downturn. It recently acquired two bankrupt conventional window factories, converting them to manufacture energy
efficient windows. This saved 360 jobs and created 440 new ones.
For the past several years, the Leadership Group has partnered
with PG&E on an innovative program – the Silicon Valley Leadership Group Energy Watch, to market and provide energy efficiency
options and strategies to our member companies.
The Leadership Group, with multi-million dollar funding from
PG&E, has provided member companies free, customized energy

audits of their facilities. These audits included detailed recommendations on cost-effective retrofitting and retro-commissioning options for significant and sustainable energy savings with relatively
short payback periods (less than 12 months). PG&E rebates paid a
substantial portion of the costs for implementing energy efficiency.
The program included more than
70 separate major efficiency
projects that collectively generated more than $27 million in annual electricity savings and more
than $5 million in PG&E rebates
to our member companies.

Venture Capital Investment in
Silicon Valley, in Millions of Dollars
$2000m

$1600m

$1200m

$800m

PG&E is once again a major partner with the Leadership Group
for the 2009 Data Center Energy
Efficiency Summit that will be
hosted by NetApp on Oct. 15.
Clean Technology
The event will again receive
major support from the California Energy Commission and
the Lawrence Berkeley National
Laboratories. This year’s summit
will highlight more than a dozen
case studies that will feature a
variety of new energy efficiency
strategies based on server virtualization, thin client computing,
storage consolidation (reducing
data duplication), airflow and
cooling optimization – to name
just a few.

$400m
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In July 2009, the Leadership
Group and PG&E entered into
a new three year contact for the
expanded “Integrated Energy
Efficiency Demand Side Management Program.” This $2.5 million
contract will allow the Leadership Group to assist member
companies in implementing the
traditional retrofitting and retrocommissioning of their facilities.
In addition, we will provide extensive outreach and marketing
of demand response strategies as
well as renewable energy options.

17 demonstration projects that validated various applications and
approaches for reducing electricity usage in existing data centers
and in the design of new ones.

Source: Joint Venture: Silicon Valley Network 2009 Index of Silicon Valley

In 2008, the Leadership Group
also hosted its first Data Center
Energy Efficiency Summit on
Sun Microsystems’ Santa Clara campus. It was a major success.
More than 300 energy managers and data center operators attended the summit. They learned about cost effective solutions to
significantly reduce energy consumption in data center operations.
At the 2008 Summit the Leadership Group released the results of
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Data Center Energy Efficiency
Best Practice
In 2008, NetApp finished construction on a best-in-class data
center on its Sunnyvale campus. The data center will house more
than 720 high-powered server racks, but will rarely require use of
traditional air conditioning equipment. Instead, outside air is used
to cool the servers, drastically reducing the amount of energy used.
This technique, referred to as “free cooling,” is especially effective
in Silicon Valley’s climate where outside air temperatures are suitable for use during the majority of the year.
This design decision contributes to annual estimated energy savings of more than $1.1 million. In addition to year-after-year utility
savings, PG&E awarded NetApp with a $1.4 million rebate under
PG&E’s Non-Residential New Construction Program for its energy efficient design. This is the
largest new construction rebate
PG&E has ever awarded.
NetApp didn’t stop at saving
energy with the use of outside
air for cooling. It also selected
the most efficient options for
pumps, fans, power delivery and
emergency backup systems. Fans
and pumps are run at variable
speed which saves energy when
the system is not running at full
capacity. Power is distributed
throughout the facility via high
efficiency transformers. Backup
power is available continuously
via a flywheel UPS system instead of the traditional batterybased system.
High efficiency water chillers, NetApp
14

The end result is a data center that ranks among the most efficient
in the world, with a predicted Power Usage Effectiveness (PUE)
of 1.24. The attention paid to the efficiency of each system component will save NetApp significant operating expenses for the life
of the facility and also secured a substantial rebate from PG&E.
These best practices can help achieve energy and cost savings for
data centers of all sizes when constructing a new data center or
retrofitting an existing facility.

Wireless Monitoring and Control
Best Practice
Wireless technologies now offer cost effective ways to control
energy costs.
One example of an innovative approach is the “wireless gauge
reader” from Cypress Envirosystems. This company has designed
a device that clamps to existing dial gauges and uses an electronic
eye to read the old style needle dials. It converts the information to
electronic data that is instantaneously communicated to a central
terminal at programmed intervals.
The benefits of this wireless approach in large-scale facilities are
substantial. The technology eliminates the need for technicians to
manually collect the data from dozens – sometimes hundreds - of
gauges. This labor-intensive approach for monitoring analog gauges
still is widely in use throughout Silicon Valley. The wireless gauge
reader enables a facility manager to remotely and inexpensively
monitor temperatures, pressure and flow rate and calibrate operations in ways that save energy and reduce costs. Additionally, these
devices help with maintenance, allowing facility staff to quickly
identify and pinpoint blockages, leaks and other problems as they
occur.

available until the late 1990’s. Most buildings were constructed before 2000 and still use thermostats based on technology developed
in 1895 – more than 114 years ago! These stand alone devices have
to be manually adjusted and can only control the air temperatures
in the rooms where they are located, preventing any cost-effective
way to manage energy consumption.
While it is possible to replace the old thermostats with hard-wired
digital thermostats, the process is expensive, time consuming, and
disruptive to operations. It requires opening up walls and installing
a new wiring system within the building structure.
A new wireless pneumatic thermostat recently developed by
Cypress Envirosystems offers a relatively inexpensive, quick fix
to this problem. The new thermostats are equipped with wireless
technology that offers the same remote monitoring and energy
management options of the digital thermostats, but at less cost.
In minutes an old thermostat can be removed and the new wireless thermostat attached to the wall. This means that a thermostat
retrofit project that might have taken several months to finish now
can be completed in a few days. Typically, the replacement of the
old system with this new generation of wireless thermostats can
generate a 10-15 percent reduction in yearly energy usage.

Significant energy savings also can be achieved through active
monitoring and management of a building’s heating and air conditioning systems. Electronic digital thermostats, hard wired into
newer buildings, enable facility managers to monitor building
temperatures from remote locations. Web-based software applications permit facility managers to remotely control and manage the
building’s air temperature by zones, occupancy and night setbacks,
along with optimal start and stop periods for heating and air conditioning. Through the flow of electronic data, building operators can
easily pinpoint problems resulting in quick, inexpensive fixes.
However, the electronic digital thermostats were not commercially
15

Education
Math and Science
Early Intervention
Teacher Support
California has some of the nation’s most rigorous K-12 academic
standards and is home to the largest system of higher education
in the world: 110 community colleges, 10 University of California
campuses, and the 23-campus California State University system,
which produces a majority of the engineers, nurses, and teachers
for the state. Moreover, Silicon Valley remains home to many of the
state’s highest performing K-12 schools.

As home to leading industries and innovation centers, the state’s
academic performance and postsecondary outputs will not keep up
with demand. Studies by both the Public Policy Institute of California and the Institute for Higher Education Leadership and Policy,
respectively, found that California will have at least one million
fewer college graduates than it will need in 2025 and half of the
science and technical fields will face shortages.

Unfortunately, much of the good news stops there. California’s educational system (preschool through university, or P-16) struggles to
meet the demands of such a diverse state and its rapidly evolving
economy. While education indicators in areas like college access,
advanced course enrollment, and high school graduation continue
in a positive direction, sizeable gaps persist in those and other
categories particularly among the state’s Latino and African-American student populations.

Given this, the path forward must include robust teacher support,
early intervention and supported academic pathways.

Though the state’s high school graduation rate is comparable to the
U.S. average graduation rate (69.2 percent), the raw number of students who drop out annually from California schools – and the associated economic impact – is staggering. More than 105,000 young
Californians (5,000 in Silicon Valley alone) drop out per year.
English language and math proficiency among students statewide
is less than 50 percent. Moreover, nearly half of all of California’s
6.2 million K-12 students are classified as “low-socioeconomic.”
16

It is no surprise that the Silicon Valley region has developed a
number of promising practices through unique partnerships, policy
decisions and service delivery models. Math professional development is one such practice.
Student success is directly related to teacher quality. Accordingly, the Leadership Group and its Sustainable Valley Foundation launched Silicon Valley: A Laboratory for Learning in 2006
to enhance teacher professional development in math. The effort
consists of an intensive professional development institute for local teachers from targeted lower-performing districts.
Using the Intel Math curriculum, participating teachers receive
80 hours of content-rich math training and a stipend. The program,

Other districts, including Los Angeles and Oakland Unified, are
implementing a similar plan to improve student pathways and
postsecondary opportunities.

the first of a handful in the country, has served 192 Silicon Valley
teachers in three years. The project, a partnership between local
districts and the private sector, continues to expand in California
where there is an increasing need for math content instruction.

290

• Invest in quality early childhood
education to ensure kindergarten
readiness.

280
US Average
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• Fully implement a comprehensive
student and teacher data system
that links P-16 students, schools,
teachers, and programs and allows
for better decision making.

California

260

• Devise an adequate and less volatile funding mechanism which empowers local districts and schools.
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Rigorous graduation standards also
are important and the 31,000-student San Jose Unified School
District is a leader among urban
districts.

The state’s fiscal outlook, coupled with the growing demand for
a qualified workforce, continues to
place a great strain on California’s
Mathmatics Test Scores: California vs. Other States
P-16 system. But, the state’s charge
National Assessment of Educational Progress, 8th Grade Mathematics
remains clear: if California wishes to
300
lead in innovation sectors, it must do
more to ensure better educational
outcomes. To accomplish this, California must:
Top State (Varies)

Score

Research demonstrates that handson teaching methods better engage
students, a core principle of Resource Area for Teaching (RAFT).
RAFT is a Silicon Valley success
story that re-purposes surplus business materials to create standardsaligned educational activities. Each
year, 600,000 Bay Area students use
RAFT materials to learn science,
math, and art. Teachers receive the
support they need to bring hands-on
learning into their classrooms. With
support from industry and the community, RAFT continues to expand
throughout the Bay Area, into Sacramento and Denver.

• Bolster teacher training in math
Source: National Center for Educational Statistics
and science content, and within
In 1992, the district required stuthe teacher credentialing process.
dents to complete the state’s minimum university entrance requirements in order to graduate high
• Dedicate permanent funding for academic counseling (inschool. The “A-G” sequence requires, among other courses, three
cluding middle grades) and ensure rigorous and articulated
years of mathematics and science. The requirement ensures that
pathways for all students.
students, regardless of their pathways, have a strong academic
foundation necessary for the UC and CSU systems, community
• Bolster college readiness, articulation between systems, and
college and the workforce. Students still have the ability to take
the college completion rate.
electives and career-technical courses.
17

Teacher Professional Development
Best Practice
Every summer for the past 25 years, Industry Initiatives for Science and Math Education (IISME) has provided paid, eight-week
fellowships in industry and research labs for Silicon Valley and
greater Bay Area science, math and technology K-14 teachers.
IISME is a nonprofit, industry-education partnership that provides
teachers with experiences and support they need to better inspire
and prepare the region’s students. Working side by side with scientists, technologists and engineers, IISME teachers (150-190 per
summer) return to their classrooms with an improved understanding of the needs of the modern workplace, increased enthusiasm
for teaching and updated curriculum filled with real world examples of the subjects they teach.
Studies have shown that teachers who have held IISME Fellowships stay in teaching at much higher rates than their peers and
are three times more likely to achieve National Board Certification.
The organization provides peer coaching and curriculum support
ensuring that every IISME Teacher leaves the fellowship with a
high quality, standards-based, fellowship-inspired piece of curriculum to bring back to their students in the fall.
IISME Teacher Fellows are professionals. They bring a host of
transferable skills to their sponsors in every industry sector and
adapt quickly. Teachers apply their skills to meaningful projects
in a wide variety of functional areas within their host companies,
including engineering, finance, information systems, marketing,
research, software development, training and quality assurance.
IISME was founded in 1984 by a group of Bay Area executives
concerned with the quality of science and math education and the
impact of the region’s education systems on future competitiveness. Led by executives from Lockheed, IBM, Hewlett-Packard
18

and others, the first Summer Fellowship Program for teachers was
launched in 1985 and IISME has been a steady source of high quality, industry-based professional development for Bay Area teachers
ever since.
IISME has a successful track record. In the first 25 years of the
program:
• 336 corporations, universities, research laboratories and foundations have supported IISME’s Summer Fellowship Program.
• IISME has awarded 2,673 Fellowships to teachers from 614
schools (532 public and 82 private) and 118 districts in the
nine-county Bay Area.
• IISME Teachers have inspired nearly two million students,
approximately 35 percent of whom are educationally disadvantaged and traditionally underrepresented in science and
engineering fields.
IISME was recently recognized by the Washington, D.C., based
Business-Higher Education Forum as a “clearly effective educational program” and one of just a small group of “Programs That
Work” featured on the recently launched Strategic Ed Solutions
website.
IISME is exploring a variety of opportunities for expansion, and is
in early conversations with potential sponsors in Los Angeles and
San Diego counties.

Science & Math Graduates
Best Practice
The National Business Roundtable reports that for the U.S. to
remain economically competitive we need 400,000 science, technology, engineering and mathematics (STEM) college graduates
annually, yet we are currently only graduating 265,000. The Silicon
Valley has long understood this critical gap as confirmed by a Public Policy Institute report predicting that California will have one
million fewer college graduates than needed in 2025.
This is why educators, business leaders, universities and elected
officials nationwide have embraced Project Lead The Way (PLTW).
Its curriculum paths, both engineering and bio-medical sciences,
provide the foundation for middle and high school students to enter the innovative and competitive STEM workforce. With a series
of six middle school units, eight
high school engineering courses
and four high school biomedical science courses designed
around problem-based learning,
students develop a powerful set
of skills and abilities that are
applicable across a wide range
of careers.
The organization’s goal is to
prepare students to become the
next generation of innovators
and problem-solvers, and thus
far success is clearly evident.
PLTW alumni are studying
engineering and technology at
5-10 times the average rate of
non-PLTW students. PLTW students also have a significantly
higher retention rate in college

engineering, science and related programs than other students.
The national average retention rate of all engineering students
between their freshman and sophomore years is 60 percent. PLTW
students at the Rochester Institute of Technology in 2008 (96) were
retained at a rate of 90 percent and at the Milwaukee School of Engineering (44) 100 percent. With more than 3,500 schools reaching
more than 300,000 students across the country, the data affirming
PLTW effectiveness continues to grow.
In California, with a 37 percent increase in the number of participating schools over the last year, more than 172 schools will be
implementing the PLTW curriculum which emphasizes critical
thinking in understanding, designing, building and evaluating integrated systems—in both engineering and biomedical science.
While PLTW’s rigorous STEM curriculum and intensive professional development model lie at the heart of the program, the organization also consists of an amazing
network of schools, teachers and
students as well as university,
business and industry partners
who are actively engaged in creating the 21st Century workforce.
San Jose State University, the
largest provider of engineers to
Silicon Valley, will be the state’s
next PLTW regional site. “We
need to have a strong STEM workforce not only to recover from the
current economic crisis but also to
create future economic growth,”
Dean Belle Wei said.

Project Lead the Way Students
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Involved
Environment
Sustainable Silicon Valley (SSV)
SSV is engaging prominent Valley organizations to work toward self-imposed goals of
reducing regional carbon dioxide (CO2) emissions.
ssv.org

Silicon Valley Water Conservation Awards
The Silicon Valley Water Conservation Awards raise awareness and celebrate
outstanding achievements in water conservation through best practices, efficiency and
innovation.
waterawards.org
Energy
California Clean Energy Fund
This non-profit organization works to accelerate investment in clean technology
research. Profits will be re-invested into other companies and programs to continue to
drive change in the state’s energy system.
calcef.org
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Flex Your Power
Based in San Francisco since 2001, this statewide partnership links utilities, residents,
businesses, government agencies and non-profit institutions to promote energy conservation and efficiency across California.
fypower.org
PG&E Pacific Energy Center
The Pacific Energy Center offers educational programs, design tools, advice and
support to create energy efficient buildings and comfortable indoor environments for
commercial buildings within PG&E’s service territory.
pge.com/pec

Transportation
CalCars
The California Cars Initiative promotes plug-in hybrid electric vehicles (PHEVs),
focusing both on public policy and technology development. CalCars builds demand,
encouraging auto makers to produce clean hybrid cars.
calcars.org
Californians for High-Speed Trains
This coalition of taxpayer, business, environmental and labor groups promotes the
adoption of a high-speed rail network in California.
californiahighspeedtrains.com

Education & Workforce
RAFT – Resource Area for Teaching
RAFT provides creative hands-on activities, educational resources, workshops and inexpensive materials (many donated by local businesses), to enrich pre K-12 education
instruction in math, science and art.
raft.net
Industry Initiatives for Science and Math Education
IISME seeks to transform teaching and learning through eight-week paid summer fellowships for teachers.
iisme.org

Housing & Land Use
Greenbelt Alliance Compact Development Team
Greenbelt Alliance’s Compact Development Team endorses and supports residential,
mixed-use and commercial developments that are pedestrian-oriented and transit accessible.
greenbelt.org
Housing Leadership Council of San Mateo County
The HLC works to preserve and expand the range and supply of adequate, accessible,
and affordable housing for the residents and workforce of San Mateo County.
hlcsmc.org

Housing Trust of Santa Clara County
HTSCC seeks to boost the creation of more affordable housing, first-time homebuyers’
purchasing ability and low-income housing assistance.
housingtrustscc.org
Health & Wellness
Stanford Health Promotion Network
SHPN provides organizations with materials, classes, risk assessment tools, and
customized consulting services to assist with the implementation of health promotion
programs and increase employee wellness.
shpn.stanford.edu

Fit Business Awards
This award recognizes business models across various-sized private and non-profit
organizations in California that prioritize a healthy workforce.
wellnesstaskforce.org/fitbusiness/fitbusinesschallenge
Fit for Work Initiative
Fit for Work helps employers start or improve their wellness programs by sharing best
practices on topics including health risk assessments and employee participation.
svlg.net/campaigns/ffl
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Transportation
High Speed Rail
Greener Cars
Toll Lanes
Every year, the average Silicon Valley resident languishes in 53
hours of traffic-related delays and wastes more than 40 gallons of
gasoline sitting on our congested roadways. Even with recent job
losses, Santa Clara County remains the second most congested
metropolitan area in the state, and eighth in the nation in commute hours lost, according to the Texas Transportation Institute.
Adding to our commute woes is the condition of our roadways,
which are deteriorating at an ever increasing pace due to billions
of dollars worth of deferred road maintenance. According to the
Metropolitan Transportation Commission, this is a fraction of the
hundreds of billions of dollars in infrastructure needs statewide.
With growing congestion, crumbling pavement, and $500 billion in
statewide infrastructure needs, California is in a transportation crisis. Combined with the state’s ongoing budget shortfalls, funding
the maintenance and new construction of transportation projects
is a daunting challenge. Nevertheless, support for transportation
measures throughout the Bay Area and California remains strong
with ballot measures and propositions continually seeing overwhelming voter support.
The most recent example of this support came in 2008 when voters
approved funding transportation projects despite signs of a deep
22

recession. In Santa Clara County, two-thirds of the voters showed
enthusiastic support for the Silicon Valley BART extension by approving Measure B, a one-eighth cent sales tax to fund the operation and maintenance of the extension. This is the second overwhelming local showing of support for BART. In 2000, 70.3 percent
of Santa Clara County voters endorsed Measure A, a half-cent sales
tax increase to provide the majority of the funds for the construction of the BART project and 13 other improvements.
At the state level, California voters approved Proposition 1A,
authorizing the state to sell $9.95 billion in bonds to fund the first
stage of High Speed Rail. With 800 miles of track, it will connect
San Francisco and San Jose with Los Angeles. The San Jose stop
at Diridon Station will transform this already bustling transit hub
into the “grand central station of the west” with more than 600
trains per day passing through the station. When complete, Diridon
Station will connect High Speed Rail, BART, Caltrain, Light Rail,
Amtrak, Altamont Commuter Express (ACE), and Valley Transportation Authority (VTA) services.
While these measures mark the beginning of great progress, the
money they provide is only a portion of the funds needed. Looking
to the future, new and creative methods to build and maintain our
transportation infrastructure are becoming necessary.

The gas tax, for instance, has been the method for funding road
maintenance since 1994 . However, revenue from the gas tax is falling behind because more people are driving less and using more
fuel efficient vehicles. Alternative revenue mechanisms, particularly user fees such as toll lanes on freeways are proving to be more
sensible options as they tend to increase relative to the amount
people travel, raising revenue in proportion to likely expenditure
needs.
The transportation sector also
directly impacts air quality. In
California, 40 percent of greenhouse gases come from transportation – the largest single source. In
Silicon Valley and the Bay Area it’s
50 percent.
The most efficient way to reduce
transportation impact on air quality is public transit, along with
walking and biking. Next, it’s the
use of more fuel efficient vehicles such as plug-in gas/electric
hybrids and electric vehicles. The
challenge of increasing the use
of these vehicles is their limited
availability, limited range and the
associated infrastructural requirements and cost.

Fuel Consumption Per Capita
2000-2007

-10%

The economic stimulus is also expected to accelerate current efforts by automakers to produce a line of electric vehicles. Silicon
Valley based Tesla Motors announced its’ new Model S electric sedan to be delivered in 2011. With funding from venture capitalists,
Tesla Motors was the first to introduce lithium-ion battery electric
vehicles in the U.S. Tesla Motors has challenged big automakers
to replicate and expand on this technology. General Motors announced that its Volt, scheduled
for release in 2011, would achieve
unprecedented fuel economy with
230 mpg. Nissan’s all electric Leaf,
scheduled for release in 2010,
would have a 367 mpg fuel rating.
Others such as Toyota and Honda
are also expanding their line of
hybrid and all electric vehicles.

+1%

The high demand for affordable
fuel efficient vehicles and the
encouraging prospects for the
electric car industry make this an
opportune time for making California greener.

Source: Joint Venture: Silicon Valley Network 2009 Index of Silicon Valley

In 2009, the American Recovery
and Reinvestment Act passed by Congress contained a component
for the electric car industry giving it a much needed boost. It will
provide states with funds to produce the next generation of plug-in
hybrid vehicles / charging station infrastructure and advanced battery components in addition to creating tens of thousands of job
opportunities and encouraging users to purchase electric vehicles
for a tax credit.
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Public-Private Partnerships
Best Practice
One way to help revitalize the economy is to invest in our transportation infrastructure, putting Americans to work and infusing
dollars into the economy from the local level on up. However, with
$500 billion in infrastructure needs, California must stretch public
dollars as far as possible.
Through public-private partnerships (P3’s), the financial and
intellectual resources of government and business are combined
to jointly finance, design and build projects. While California has
shown the world the benefits of innovation, it has been slow to
adopt this innovative financing approach.
One example of a successful P3 project is the New York Avenue
Metrorail Station in Washington, D.C. Prior to this project, the
neighborhood North of Massachusetts Avenue, known as NoMa,
suffered from inadequate transportation facilities, a crippling
economic downturn and lack of development. To turn the situation
around, local leaders wanted to transform NoMa from an economically and culturally depressed area with substandard transportation infrastructure into a technology, media, housing and arts
district. The answer for financing was a P3 project to construct a
new Metrorail station to enhance accessibility to the neighborhood
and spur smart growth.
To construct the new Metrorail station, funds came from the
District of Columbia, the federal government, the Washington
Metropolitan Area Transit Authority (WMATA) and the private
sector. Private sector funds came from Action 29 and the New York
Avenue Metro Station Corporation. Action 29 was formed as a nonprofit organization with the sole intent of grouping together developers, community leaders, property owners, and corporate leaders
to invest in this new station. It contributed $35 million of the $100
million needed to construct the station.
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With public and private entities working together, the project was
able to exceed expectations for both job growth and economic development. Following the opening of the station in November 2004,
the area saw the creation of more than 15,000 jobs, more than
$1 billion in redevelopment around the new station and a 600
percent property value increase in the surrounding neighborhoods.
Washington DC’s Metrorail also benefitted by seeing a 60 percent
jump in average weekday passenger boardings.
Silicon Valley has opportunities to duplicate this success. Some
local projects which could benefit from P3’s include: the extension
of BART through Milpitas and San Jose to Santa Clara; the realignment of the treacherous Pacheco Pass (State Route 152) east of
Gilroy; or the creation of a network of High Occupancy Toll lanes
on Highway 101 and State Route 85.

High Occupancy Toll Lanes
Best Practice
High Occupancy Toll (HOT) lanes allow drivers of single occupancy
vehicles to pay a toll to drive in carpool lanes. HOT lanes, also
called express lanes, employ variable pricing that corresponds to
congestion levels. HOT lanes have been successfully implemented
in Southern California, Colorado, Florida, Minnesota, Texas, Utah
and Washington. In each case, HOT lanes have alleviated traffic
congestion and related auto emissions by allowing single occupant
vehicles to purchase excess capacity in the current carpool lane.
HOT lanes are also a proven source of transportation funding.
The most notable examples are the State Route 91 Express Lanes
in Southern California. The two lanes are in the median of SR 91
between Anaheim and the Riverside County line. Tolls are assessed
electronically via a FasTrak
transponder and vary depending
on the traffic level. Nationally,
tolls range between 30 and 95
cents per mile. In the past three
years the SR 91 Express Lanes
have generated just under $40
million annually. These funds are
being slated for improvement to
SR 91 including an extension of
the express lanes into Riverside
County, interchange improvements throughout the corridor
and new acceleration/deceleration lanes.
Express lanes are currently under construction along a 14-mile
stretch of Interstate 680 along
the Sunol Grade. The project is
scheduled to be completed by

late 2010 and will cost an estimated $40 million. The Metropolitan Transportation Commission (MTC) also is working on a Bay
Area-wide express lane network that will convert 500 miles of HOV
lanes and construct 300 miles of new carpool and toll lanes. MTC
estimates the Bay Area HOT lane network will not only pay for the
construction, operation and maintenance of the lanes, but will also
generate approximately $6 billion in net revenue in the first three
decades of operation. These funds will be used for highway and
public transit improvements and bike/pedestrian facilities in the
areas where the tolls are collected.
Improved traffic flow can result in increased productivity due to
less time spent in traffic; an estimated 3.4 billion commute hours
could be saved over a 40 year period. An additional benefit is the
reduction in tailpipe emissions as well as improved regional air
quality. MTC estimates a Bay Area HOT lane network to reduce
greenhouse gas emissions by 7 percent, or 10 million tons, through
2050.
Demonstrated success of HOT
lanes to ease congestion and
generate much needed funding
for transportation improvements
has led to the consideration for
future systems around the country. Within California, HOT lane
projects are being planned for
Riverside, Los Angeles and San
Diego counties. The completion
of region wide networks in Southern California and the Bay Area
has the potential to significantly
improve the state’s transportation infrastructure.

Riverside Freeway, Los Angeles
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Housing
Affordable Housing
Higher Density
Public Transit
Housing remains a root factor of our economic woes, but it may
also be part of the solution.
In 2008, home construction starts statewide plummeted to 64,962,
down from 164,280 in 2007 and 148,540 in 2000. Foreclosures
skyrocketed to 3.1 million, an 81 percent increase from December
2007 to December 2008. Half of the nation’s foreclosures are in
Nevada, Florida, Arizona and California.
The result is that today, homes have become more affordable while
demand for new homes remains high. Based on the Regional Housing Needs Allocation, the Silicon Valley should have up to 86,540
new homes by 2014. At the same time stricter lending guidelines
have made it more difficult to purchase a house.
The Low Income Housing Tax Credit (LIHTC), the most important financing tool for the construction of affordable housing, has
become an unfortunate piece of collateral damage in the lagging
economy. Developers compete for credits and then sell them,
mostly to banks like Freddie Mac and Fannie Mae, for equity to
build housing. Unfortunately, the economy has made it impossible
for banks to invest at previous levels to pick up the gap left when
Fannie and Freddie exited the market. And without this critical
source of equity, sound affordable home developments are stalled
or not built.
26
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For that reason, the Housing Trust of Santa Clara County, Enterprise Community Investment Inc. and the Silicon Valley Leadership Group, are collaborating to try to interest non-traditional
investors in a Low Income Housing Tax Credit Fund. The purpose
of this fund would be to finance the development of high quality,
environmentally sustainable, affordable homes, for low and moderate income families through the use of LIHTC. With the establishment of this fund, businesses in Silicon Valley will have acted
quickly to recognize a problem and step up to solve it.
Beyond the macroeconomic conditions that hinder the housing industry and economy’s recovery, there are two major reasons why it
remains difficult to build housing—community opposition and the
lack of financial incentive to local governments.
On a brighter note, there are local efforts to help address these
challenges:
The Silicon Valley Community Foundation recently established
planning and community development as one of its funding priorities and has awarded grants to nonprofits and local governments.
This money will be used to support projects that inform and engage community members in city planning. Grants to local governments also will help offset the cost of up front planning. Although
more money is needed, the Community Foundation’s new funding

strategy marks a significant step forward, filling an overlooked and
difficult to reach challenge in land use and housing.

# of Starts

The Association of Bay Area Government’s Focus program, which
promotes more compact land use, as well as an increased emphasis
on the relationship between land
use and climate change, has lead to
more awareness of Silicon Valley’s
Bay Area Housing Starts
2006-2009
importance in meeting our regional
housing and land use goals. This
recognition is starting to lead to a
7000
long overdue shift in attention and
resources to the South Bay which
means organizations such as Greenbelt Alliance and the Great Communities Collaborative, along with the
5000
Housing Action Coalition of Santa
Clara County, have increased efforts
to ensure community engagement.
Through tours and forums, these
organizations are taking the time to
3000
provide the information and tools
needed for constructive community
input.

remains one of the top impediments to doing business in Silicon
Valley. It serves as a choke point in our economy, making it difficult for companies to recruit top talent from other areas and serving to threaten our status as an innovation center. Those getting
squeezed out are often service industry workers, who are also vital
to our economic health. Working
together to increase the supply and
price mix of housing is critical in
making Silicon Valley a more affordable and desirable place to live.
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Last year, California’s Housing &
Community Development Director
Lynne Jacobs went on a statewide
listening tour seeking feedback
on the idea of a permanent source
Source: Association of Bay Area Governments
of funding for affordable housing.
Today, Senate Bill 500 (Steinberg) is
the vehicle through which a funding
source may be established. Although we’re a long way off, the passage of SB 500 and the dedication of an ongoing source of revenue
would bolster our ability to build new homes.

According to the Leadership Group’s annual CEO survey, housing
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Housing & Community Input
Best Practice
Community outreach is critical to getting quality housing developments built. Meaningful conversations with neighbors are
necessary to avoid a contentious public hearing process that
pits angry neighbors against the developer. A good community
outreach process can address neighborhood concerns early on
and create the environment needed to produce quality developments and build community.
In San Jose, the Parkmoor/Elements apartment development
process is a good example of a community outreach that was
about trust and mutual understanding. It resulted in a development the community can be proud of.
The land for the development is owned by the Sobrato Organization. Emblematic
of the Valley’s innovation,
the site was originally home
to canneries. As the Valley
of Heart’s Delight became
Silicon Valley, office buildings replaced the canneries.
After the dot-com bust, the
Sobratos realized that the
neighborhood was transitioning to more residential
use. Since the site is adjacent to the Race Street
light-rail station, it was ideal
for an urban, transit-oriented apartment community.

Shortly after filing its preliminary plan with San Jose, Sobrato
held a community meeting attended by all of the key community leaders who provided feedback. They were not opposed
to having homes on the site, but they wanted more specifics.
Although the initial city application did not require as much
detail as the community wanted, Sobrato put together a more
specific plan and then received more neighborhood feedback.
A key neighborhood concern was for a park. In response, the
developer put in extra effort to identify land in the neighborhood that could become a
park and negotiated a price
for the land. Ultimately, the
proposal was rejected by the
city. But Sobrato demonstrated to the community the developer’s desire to listen and
be proactive about addressing
their mutual concerns.
By working together the
proposal received broad support. There were no negative
comments at the planning
commission or city council meetings. And several
neighborhood representatives
stayed until past midnight
to testify in support of the
proposal.

The site is overlapped by
several neighborhoods
Parkmoor/Elements, San Jose
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with strong leaders who have been actively involved in how
their neighborhoods develop. There was a possibility that the
proposal for an urban, transit-oriented residential community
would have been met with resistance. Recognizing this, the
developer worked hard at the community outreach process to
make sure there was sincere and open communication.

A Voice for Quality Housing
Best Practice
In 1993, the economy of Silicon Valley was beginning to bounce
back again. Businesses began popping up overnight and thousands flocked to the Valley looking to start an exciting technology
career with the best, brightest and most entrepreneurial of minds.
However, the economic brilliancy also came with quality of life
problems. Traffic was snarled and homes became astronomically
expensive and hard to find.
With this backdrop, the Santa Clara County Board of Supervisors
and its General Plan Task Force felt that the lack of homes was
creating a workforce problem. Building up, not out, was a potential
solution. However, building more compact homes was a politically
charged issue then, and it remains so today. Cities that tried to
tackle the housing issue often faced packed meetings of neighbors who did not want more compact development. There were no
voices speaking for regional housing needs and the importance of
more homes to the health of the Valley.
In response to this need, the Silicon Valley Leadership Group and
Santa Clara County came together in 1993 to create a coalition
of individuals and organizations to represent a regional voice for
increasing the supply of homes. The Housing Action Coalition
(HAC) is a group of strange bedfellows – business groups and labor,
environmentalists and homebuilders, realtors and affordable housing advocates. They disagree on many issues, but they all agree on
the need to build more compact – and affordable - homes in our
existing cities next to public transportation and other amenities.

In addition, the Housing Action Coalition also conducts numerous educational activities in the form of small workshops, forums
and tours of transit-oriented or affordable housing development.
Since the HAC’s inception, it has organized 19 tours attended by
hundreds of planners, community members, business leaders and
elected officials.
On the policy side, in 2000, the Coalition was the lead organization working with community groups and partner organizations to
engage in housing element updates. By setting up individual city
based teams, the Coalition was able to positively influence housing plans, most notably by winning the inclusion of an increase
in redevelopment agency set-aside funds for affordable homes in
Santa Clara and Milpitas. Two years ago, the HAC played a lead
role on three anti-smart growth and affordable housing initiatives
in Cupertino by engaging its membership to inform voters about
the unintended consequences of reducing height, density and
setbacks. Through that effort, the HAC was responsible for mobilizing the number of volunteers needed to defeat the anti-housing
measures.
The HAC remains Santa Clara County’s voice for quality housing
and continues to build a pro-housing and broad-based constituency.
However, many of those that make our society work – the teachers, gardeners, retail and office workers – still cannot afford to live
near where they are employed. There continues to be much work to
be done. The HAC remains uniquely poised to make that difference.

Fast forward to 2009 – the lack of affordable homes and the abundance of traffic still ranks high on the list of concerns for Valley
CEOs. The Housing Action Coalition has grown to more than 150
individuals and organizations. Over the years the Coalition has
helped support 195 developments – which represent 59,314 homes.
So far, 103 of the 195 developments have been built.
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Health Care
CEO Involvement
Incentives
Reform
Rising health care costs have reached an alarming point, and once
again the issue is on the front burner. In the halls of Congress, and
at town hall meetings, the debate on solutions is well underway.
Recently, President Obama called the issue the “biggest threat” to
the financial health of the country.
Health care issues are not new to the Silicon Valley Leadership
Group. Over the last five years, it has ranked among the top five
business challenges in the Leadership Group’s annual CEO survey.
In 2009, it ranked as the third highest cost of living challenge in
Silicon Valley for workers and their families.
But while the U.S. spends more than any other country in the world
on health care, the United States consistently underperforms on
major health outcome measures compared to other countries. A
recent study found that our system ranks last or next-to-last on
quality, access, efficiency, equity, and healthy lives compared to
Australia, Canada, Germany, New Zealand and the United Kingdom. The U.S. is the only industrialized country without universal
health insurance coverage, a factor in the low rankings. The survey
data also discovered the U.S. lagging in adoption of information
technology and use of nurses to improve care coordination for the
chronically ill.
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Here are some basic facts about the state of health care in the U.S.:
• In 2007, the U.S. spent $2.5 trillion or almost $8,000 per
capita, $2,000 per capita more than any other country.
• Seventy five percent of these costs went toward chronic diseases, such as cardiovascular disease, diabetes and obesity.
• Obesity rates have risen 37 percent since 1998 and researchers estimate that the medical costs of obesity have risen to
$147 billion per year in 2008.
• Only 3 percent of total health expenditures is spent on public
health and prevention.
Nationally, insurance premiums charged to employers have soared
119 percent over the past decade, four times faster than wage
increases. Statewide, premiums have increased 102 percent from
2002-2008. For single coverage, California employers paid 23 percent more than the national average for single coverage and 10 percent for family coverage, or $4,906 vs. $3,983 and $10,233 vs $9,325.
Small firms in particular were more likely to experience significant
premium increases with 20 percent of small firm employees experiencing premium increases greater than 15 percent. These figures
directly impact company and employee bottom lines.

May 2009, a team of executives strongly urged Congress and the
The alarming rise in obesity and related chronic diseases has
Administration to assemble a comprehensive health care reform
been a large factor in increasing costs. In order to address the root
package. The specific recommendations are:
causes, many employers have been focusing on increasing physical
activity and improving nutrition for their employees. The Leader• Development of prevention policies and programs to keep
ship Group has teamed up with Healthy Silicon Valley and The
people well rather than treating their illnesses, including
Health Trust to document the various health-promoting programs
environmental and behavioral changes around food, nutrition
and incentives being administered by employers in the region. The
and physical activity.
Leadership Group also finished its
first year of the Fit for Work InitiaCumumlative Cost Growth
• Public and private sector
tive, featuring 45 companies meet1999-2007
partnerships including efforts
ing monthly to share best practhat incorporate schools, worktices, hear from wellness vendors
places, nonprofits and public
and health associations, and build
health departments.
a network of individuals dedicated
to workplace health. Successful
• Funding should focus on new
programs had executive or upper
innovations in treatments,
management involvement, and
particularly for early intervenmost companies were looking for
HEALTH
tion and screening and better
low-cost ways of providing employWAGES
CONSUMER
INSURANCE
treatment/maintenance of
ees with resources, particularly in
PRICES
PREMIUMS
costly chronic diseases.
the areas of disease management,
stress reduction and health risk
• Similar to venture capitalists,
assessments.
the federal government should
fund grants to organizations
The Silicon Valley Leadership
that innovate new, efficient
Group is deeply committed to makand effective delivery mething health care more accessible
ods and systems, especially
and affordable to all. Employers,
Source: Kaiser Family Foundation
those that integrate wellness
along with the government, are the
programs.
largest payers of health care costs
and a critical stakeholder in the process of negotiating health care
• Encourage better use of information technology, not limited
reform. While there is sustained commitment to providing health
to electronic medical records to improve efficiencies, reduce
insurance to employees, employers in the Silicon Valley and across
errors and improve quality.
the country cannot sustain the current levels of premium increases
without passing on more costs to employees or making their business significantly less competitive or unprofitable.

119%

29%

34%

During the Leadership Group’s annual Washington, D.C., trip in
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Employer Health Initiative
Best Practice
While today’s health care debate is dominated by arguments about
who is going to pay for our health system’s spiraling costs, it seems
that a key solution is addressing the cost-driving nature of chronic
disease. This fact is not new to public health experts, who are prioritizing prevention by forming multi-sector partnerships to increase
communities’ access to healthier foods, pedestrian-friendly roads
and cleaner air. Hospitals and health providers are also looking to
improve health quality and lower future costs through innovations
in disease management, patient-focused health communication
and health IT infrastructure.
Amidst these systematic shifts in
health care, some American corporations refused to be sidelined.
Steven Burd, CEO of Safeway, has
been front and center in demonstrating how prevention-based
approaches to health can be
integrated with market principles to cut costs and improve
health outcomes. What does
he have to show for this? During the last four years, Safeway
kept its per capita health-care
costs flat, avoiding a projected
38 percent increase. Safeway’s
obesity and smoking rates have
become roughly 70 percent of
the national average and numerous employees have lost weight,
lowered their blood pressure
and cholesterol levels, and been
told by their doctors that they’ve
added years to their life. Burd’s
32

Steve Burd, CEO of Safeway Inc.

recipe for success has been simple: “If you design a health care
plan that rewards good behavior, you will drive costs down.”
Safeway’s health plan gives employees a financial stake in the
system. Instead of using PPOs and HMOs that fail to incentivize
healthy behaviors, Safeway fully covers primary and preventive
care visits. In addition, each employee has an annual-rollover
$1,000 health reimbursement account to use as they see fit; the
next $1,000 is the employee’s burden. Beyond that, Safeway covers
20 percent of costs up to a $4,000 limit. Safeway also works with
its claims administrator, Cigna, to make available to employees
comparative information on regional providers, quality and costs.
As a result, Safeway employees are able to be prudent with their
$1,000, taking time to make the right choices for their care. Another significant aspect of Safeway’s plan, is a voluntary program
that makes use of a provision
in the 1996 Health Insurance
Portability and Accountability
Act (HIPAA) permitting employers to differentiate premiums
based on behaviors. Employees
are annually tested in four areas:
weight, blood pressure, cholesterol and tobacco use. Each area
an employee passes is rewarded
with a deduction in their premium, which can add up to $780
in rewards for individuals and
$1,560 for families. Those who do
not pass the tests, but show progress are given refunds. Alongside
these financial incentives, Safeway has built a culture of health
at the workplace through several
services and programs, such as
a 24-hour hot line staffed by
registered nurses, chronic disease
management facilitations, weight

loss tips, discounts for gym memberships, fitness competitions,
smoking cessation programs and more.

ners of prevention and wellness programs in the private sector,” by
President Obama.

Safeway found that it was rewarding plan members $312 per year
for not using tobacco, while the annual cost of insuring a tobacco
user is $1,400. In an economic climate where employers want to
keep up the health and spirits of
their workforce, Safeway can boast
high employee satisfaction with
Safeway Health Care Cost
2005-2008
their programs. Nearly 75 percent
of their non-union employees, about
25,000 individuals, are now enrolled
in the voluntary program and Safeway expects this number to rise to
95 percent over the next year. Their
union employees are also able to
access certain parts of the program,
and interest in enrollment by these
individuals is rising; it is expected
that most of them will be enrolled
over the next six years. When asked
about the program, 78 percent of
SAFEWAY
their employees rated the plan good,
very good or excellent. In addition,
76 percent asked for more financial
incentives to reward healthy behaviors, suggesting that this is a working model that can be replicated in
other sites.
Source: California Health Care Foundation

As the debate over the nuts and bolts health care reform continues,
businesses like Safeway set an example of how private industry
can be a positive force of change in this new health care era.

Growth

44%
CALIFORNIA
INSURANCE
PREMIUMS

2%

Safeway’s success in implementing consumer-driven solutions has
gotten deserved attention by private and public entities, alike.
California Governor Schwarzenegger visited the Safeway Health
and Wellness Center in 2007, praising Safeway’s approach in a
discussion of health care reform with UCLA public health and
policy scholars. Burd has also spoken to more than 300 executives
about his plan. He was recently hailed as “one of the best practitio33

Taxation
Incentives
R&D Protection
“Welcome” Mat
California has had a tumultuous budget year and unemployment
in Silicon Valley has reached nearly 12 percent, the highest level
since area employment records have been kept. But amid this
doom and gloom, recovery may be on the horizon. Valley company
revenues for the first half of 2009 are still down, year-over-year, but
not as much as expected. On the brighter side, venture capital is
showing promising signs of resurgence to stimulate the next wave
of innovation. California dominated venture capital activity in the
second quarter of 2009, representing 42 percent of the nation’s
deals and 46 percent of the capital invested.
But a significant impediment to more rapid business recovery and
growth continues to be what is seen as an “unwelcome” mat for
businesses in California. And, as is often the case, there is a large
dose of reality behind the perception. The end result is that when
it comes to competition for job creation and investment, other
states are winning.
According to a report by the American Legislative Exchange
Council, California’s economic outlook ranks 43rd nationally. The
report cites California’s “high taxes, labor policies . . . as damaging
to business.” This is in comparison to some of the top five employer
friendly states including Arizona, Virginia, and Colorado.
And the Tax Foundation placed California near last in the country
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for its combined tax burden. Although California ranked first in
technology and access to capital, the state also was ranked near
the bottom in terms of the cost of business and business friendliness in a Chief Executive Magazine 2009 survey of 543 CEOs on
“Best and Worst States for Job Growth and Business.”
Jim Morgan, former CEO of Applied Materials, was known to say
that employers will go where they feel welcome and stay where
they feel appreciated. The realities of a global economy dictate
the rules of engagement for California employers who must operate where the majority of their business activity occurs: overseas.
These foreign earnings result in strong re-investment back into
the U.S. by way of jobs (R&D, sales support, etc.) largely due to a
foreign income tax deferral that has been in effect since 1913.
However, a proposal to scale back the tax deferral by the Administration and Congress would dramatically alter this domestic
investment. And, it would put American companies at a disadvantage because most other countries don’t tax their corporations on
foreign earnings. The Leadership Group has made blocking the
repeal of the tax deferral the No. 1 federal issue.
To achieve full economic recovery, California must embrace the
fact that tax incentives are more essential than ever to competitiveness and job growth. There have been some positive steps,

California has also joined a number of states offering incentives to
emerging green and clean tech employers such as the ‘million solar
roofs’ program, encouraging cities to utilize solar power. Currently,
San Diego has the most solar roofs, 2,267 and the highest solar
capacity with 19,452 in kilowatts installed.

including: 1) The recently adopted elective single sales factor apportionment for corporate income tax calculations; 2) The promise
of a stronger R&D tax credit; and, 3) The creation of more incentives and capital resources for emerging green and clean tech.

Corporate Tax Rate by Global Region
2009
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Average Corporate Tax Rate

The elective single sales apportionment factor (SSF) was approved by
the Governor and legislature earlier
this year. It will offer an incentive
for companies to expand and retain
jobs and facilities in California.
The SSF will replace a formula that
taxed corporations based on in-state
sales, facilities and jobs causing a
tax disincentive to expand jobs and
facilities. Now, the corporate tax
will offer the option to apply only
on the sales side. Switching to the
elective SSF in 2011 will increase
jobs and personal income tax, according to Austan Goolsbee of President Obama’s Economic Recovery
Advisory Board. California joins 22
other states that have converted to
a single-sales factor method.
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California and federal legislators
must recognize that our companies
are engaged in a fierce competitive
global economy. Sales tax exemptions, R&D tax credits, the ability
for companies to carry forward net
operating losses, favorable corporate sales rates such as SSF, and
deferral of foreign earnings are all
necessary tools to level the playing
field. Fair and competitive broadbased U.S. and state tax policies
have been proven to boost capital
investments, spur job growth and
reinvigorate existing and emerging
technology innovations.

26.7%

25.9%
24
23.8%

SA
U

D
EC

O

a
tin ric
La me
A

an
pe
ro n
Eu nio
U

ia ific
As ac
P

l

Al

Protecting Silicon Valley’s trademark research and development
(R&D) efforts is equally important
to California’s success. California’s
Source: Tax Foundation
R&D Credit reduces income or franchise tax. Companies qualify for the
credit if they paid or incurred qualified research expenses while conducting research in California.
Beginning next year, the tax credit can be shared among a related
group of affiliate or subsidiary companies. This change will help
some employers who are not currently able to fully utilize the tax
credits, despite having engaged in the desired R&D activities.
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Closing Deals in Texas

Arizona Incentives
Best Practice

Best Practice

Texas, which is among the top rated business climate states, offers
several highly competitive recruitment tools to retain and attract
employers. For example, the Texas Enterprise Fund (TEF) provides
the state’s leaders with a “deal closing fund” that has the flexibility and financial resources to help strengthen the state’s economy.
Prior to 2003, when TEF was launched, state-level incentive tools
were limited. But the prospect of a Toyota facility in San Antonio
solidified the need. TEF has created more than 54,000 jobs and
returned $14-plus billion in investment.

Arizona is among the fastest growing states in the nation, but faces
challenges to long-term economic prosperity because the state lags
the nation in productivity and wages per job. Seeking a greater
share of high-wage, knowledge-based jobs, Arizona recently announced a game-changing move by increasing its R&D tax credit.

Another successful Texas incentive is the Emerging Technology
Fund. It awards research and development grants in three areas:
Research Superiority Acquisition funds for recruitment of research
talent to higher education institutions; Commercialization Awards
to take ideas from concept through development and into the marketplace; and Matching Awards to create public–private partnerships that leverage the strengths of universities, federal government grant programs, and industry. ETF funds have allocated more
that $99 million to 78 early stage companies and more than $139
million in industry capital investment and federal grant matching.
Finally, in 2007, Governor Rick Perry appointed 29 private and
public sector leaders to the Governor’s Competitiveness Council
which will address the challenges that Texas faces in being globally
competitive. There are six areas of focus: aerospace and defense;
advanced technologies and manufacturing; biotechnology and life
sciences; energy; information and computer technology; and petroleum refining and chemical products.
The results are reflected in the state’s unemployment figures, as reported recently in the Wall Street Journal. As of July, Texas, which
taxes neither capital gains nor income, had an unemployment rate
of 7.5 percent, two points below the national average, while California’s hovered at 11.5 percent.
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In the 2008 session, Arizona passed legislation to provide a 20 percent Research and Development (R&D) tax credit, for employer research up to $2.5 million and expenditures exceeding that amount
receive an 11 percent tax credit. A new proposal improved these
figures to further entice employers. In 2010, the R&D tax credit for
the base amount of $2.5 million will be raised to 22 percent and
13 percent for further expenses. And beginning in 2011, Arizona
will provide a 24 percent tax credit for the first $2.5 million and 15
percent for amounts above that.
This incentive encouraged Intel to expand in Chandler and invest
$3 billion in expanding a current site. Intel said that Arizona’s
policy leaders demonstrated their commitment to investing in innovation by supporting the enhanced Research and Development
Tax Credit. These incentives will encourage growth of high-wage,
knowledge-economy jobs and leads to greater prosperity for Arizona’s future. Intel’s expansion will immediately create roughly
1,500 construction jobs for the two years in which the upgrades
will occur. Also, indirect job creation from the construction and
subsequent industry activity in proximity to the facility is expected. Arizona is on the path to securing its place as a key innovation
and R&D state.

Leadership Group
The Silicon Valley Leadership Group, founded in 1978 by David
Packard of Hewlett-Packard, represents 305 of Silicon Valley’s most
respected employers on issues, programs and campaigns that affect
the economic health and quality of life in Silicon Valley, including
energy, transportation, education, housing, health care, tax policies, economic vitality and the environment. Leadership Group
members collectively provide nearly one of every four private sector jobs in Silicon Valley.
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Board & Staff
Board Officers
Aart de Geus, Chairman, Synopsys

Mike Klayko, Brocade Communication Systems

Carl Guardino, President & CEO

Tom Werner, Vice-Chairman, SunPower

Tarkan Maner, Wyse Technology

Dennis Cima, Senior Vice President, Public Policy

Robert Shoffner, Secretary/Treasurer, Citibank

Ken McNeeley, AT&T

Shiloh Ballard, Vice President, Housing & Land Use

Len Perham, Monolithic Systems

Phyllis Claassen, Vice President, Operations

John Adams, Wells Fargo Bank

William E. Rhodes III, BD Biosciences

Kirk Everett, Vice President, Government Relations & Tax Policy

Shellye Archambeau, MetricStream

Alan Salzman, VantagePoint Venture Partners

Bob Hines, Vice President & General Counsel

Richard Baird, IBM Corporation

Mac Tully, San Jose Mercury News

Steve Wright, Vice President, Strategic Communications

Andy Ball, Webcor

Kim Polese, SpikeSource, Inc.

Mike Mielke, Senior Director, Environment

Mary Ann Barnes, Kaiser Permanente

Abhi Talwalkar, LSI Logic

Brian Brennan, Senior Director, Member Services

Ned Barnholt, KLA-Tencor

Tarkan Maner, Wyse Technology

Emily Lam, Senior Director, Health Care & Federal Issues

Don Bell, Bell Microproducts

Dan Warmenhoven, NetApp

Peter Skinner, Senior Director, Transportation & Land Use

George Blumenthal, University of California, Santa Cruz

Kenneth Wilcox, SVB Financial Group

Bena Chang, Senior Associate, Housing & Transportation

Board Members

Tom Bottorff, Pacific Gas & Electric
Rami Branitzky, SAP Labs
Tory Bruno, Lockheed Martin Space Systems Company
David DeWalt, McAfee, Inc.
Paul Locatelli, S.J., Santa Clara University
Raquel Gonzalez, Bank of America
Tim Guertin, Varian Medical Systems
Brian Halla, National Semiconductor
Jon Hoak, Hewlett-Packard Company
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Staff

Gavin Douglas, Communications Manager
Teresa Barnea, Associate Director of Preschool Education
Justin Marlaire, Executive Assistant to Carl Guardino
Coordinators, Courtesy of Bank of America
Sonya Chaudry
Ian S. Davis
Tiffany Mo
Gayathri Ramanathan
Christopher Zhou
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