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Executive Summary

Overview

A year has passed sinaer NRA Yy 9 O2 y anifidl €&onGraid\abi#¥tif), &nd our
economy remaingrecarious territorybetween recession and recoveriany analysts-
including Beacon Econom{&sate and national forecasfor Marin Economic Forunmi believe
that 2012 willbe a year of continue@conomicSELJ yaA 2y = | yR GKIFG-GKS £ A
RALJXE NXB OS a a Beaopn expiectgoayith akcel&dtién for the U.S. econoroyer the
next two years The American economy is in recovery, and while there are threats, national
incomes, housig prices and employment are rising.

Key Findings

f al NAY |/ 2 qmfsorialnd@omegdwirt 2010by 5.8 percentandis forecased to

grow at an average df.8 percentfrom 2011to 2014.

Inflation is likely to rise in Marin County atl% per year fron2011¢ 2014.

Taxable Sales have rissince late 2010 iboth Marin County and CalifornidMarin

CountyQ & N&e&dlidwithe state economy overall.

1 Labor markets in Marin County are the strongesCalifornia interms of payroll
unemploymentrates, but Marin County iselatively weak at creating nepayroll
employment since the Great Recessemmpared to North Bay counties and California

1 Many ndustries havestabilized theiemploymentlevels since the beginning of the
Great RecessiorHowever most industries remain below their preecession hiring.

1 Marin County has at least 400 new businesses since the second quarter of 2010, the
lowest point in terms of number of businesses in Marin County since.2003

f MarinCount2d NI & A RSy ( AkettontNis$reicovedyainitdrnis &f médiaNJ
home pricesince 2009but growthis slowin terms of total revenue from home sales.

1 Marin County hasigher commercial property vacanci¢san the Bay Area average

1 Commercial ents remain stableand movingower for Class A space through 2012.
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Marin CountRd S O2y2YA O NBO2OSNE gAftf FT2fft20
TheNB O 2 @iGrMiBn@epends omow innovation and entrepreneurshigandrive incones
and jobs. For Marin County, 2012 will be a year of continued recovery and uncertainty; Marin
must seizeopportunities and incentives specific to its targeted industries to become more
competitive in a regional contexiGrowth will continue in 2012 fancome, retail and jobs, but
slowly with respect to preecession growth.

Look for he next Economic Bulletin i@ctober2012 State and national forecasts were
provided by Beacon Economics and included as an attachment to this report.




Marin County Economic DASHBOARD

Forecast Forecast Forecast Forecast

Marin County Data Series 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Population 251,285 251,744 252,098 252,331 252,449 252,409 254,021 254,393 254,834 255,349
TotalPayrollIEmployment 124,292 126,692 127,875 126,808 121,708 120,508 121,713 123,174 124,406 125,899
Unemployment RatePayroll Jobs 3.9% 3.5% 3.6% 4.7% 7.8% 8.3% 8.0% 7.5% 7.0% 6.6%

Personal Income (millions 2003$) $19,300 $20,461 $20,521 $20,420 $19,563 $20,699 $20,908 $21,077 $21,214  $21,378
Per Capita Personal Income (2003$) $76,804 $81,275 $81,403 $80,925 $77,493 $82,007 $82,308 $82,851 $83,247  $83,722
Gross County Product (millions 2003¢  $23,428 $25,802 $26,625 $23,807 $24,281 $24,671 $24,898 $25,014 $25225 $25,720

Median PricesSFHDetached $980,533 $976,973 $1,027,212 $997,319 $760,602 $797,561 $757,378 $772,525 $787,976 $805,706
Taxable Sales (Millions 2003$) $594 $611 $628 $533 $433 $446 $457 $465 $479 $491
Number ofPayrollBusinesses 11,181 11,421 11,171 11,585 11,328 11,336 11,400 11,358 11,348 11,368
Marin CPI (Index, 1984 = 100) 103 107 110 113 114 116 118 120 122 125

Sources of Data
Population CA Department of Finance (www.dof.ca.gov)
Total EmploymentEmployment Development Department of California, Payroll Employment (www.edd.ca.gov)
Unemployment RateEmploymenDevelopment Department of California, Payroll Unemployment (www.edd.ca.gov)
Personal Income (millions 20038ureau of Economic Analysis (www.bea.gov)
Per Capita Personal Income (20030reau of Economic Analysis (www.bea.gov)
Gross County Product (fions 2003%)Bureau of Economic Analysis (www.bea.gov)
Median PricesDetacheddngle Family Homes (SEI@alifornia Association of REALTORS®
Taxable Sales (Millions 20036)A Board of Equalization (www.boe.ca.gov)
Number ofPayrollBusinessesCensis Bureau and Employment Development Department of Califonmian(census.goand www.edd.ca.gov)
Marin CPI (Index, 1984 = 10@A Department of Finance and Bureau of Labor Statisties (dof.ca.govandwww.bls.goy
Forecasts come from Marin Econonforum



Marin Economic Bulletin

This economic bulleti®2 y § A ydzSa al NAYy 902y 2YAO C2NHzYQa Y2y
Marin County economy2011has SSy | &SI NJ 2F ylI Gdz2NF £ RA&I &GSN
geopolitical instability (revolutions in the Middle East) and continued concerns over credit

markets wortlwide (debt debates in Europe and the United Statésjenuouseconomic
recoverycontinuesthroughout California and the United Statelslarin Countfp & NB 02 O S NB
depends orthe national and state economies continuing to realize economic gains in the wake

of the Great Recession which cregd®sandbusiness opportunitiekcally. Unfortunately,

financial and housing marketeeakened slightlyn 2011, where 2010 was a year of relative

recoveryfor both these markets across the United Staté&/hen financiband housing markets

struggle to support wealth, businesses are reticenirtake longterm investments in either

equipment or workersreducing themomentum for continuececonomicrecovery

Theeisgood newd ONRB aa al NAY [/ RPedohdiiednas aGd@geydhy & &
have grownin 2011, and labor markets astowly recovering The cost of living iglso slowly
rising combined with income anspendinggains, this i mixed signaboth economic growth
andthe prices of both housing and fuedre pressures ianeconomy foroverallgoodsprices to
rise. Business gwth continues in Marin Countyn terms of payroll employerdlarin County
has gained almostGD businesses sincm terms of net business losseéke recessionary
bottom was hit n the first quarter of 2010Local eal estate markets are also showing signs of
rebound Datain this reportshow more newbusinesgsin Marin and thattcommercial
vacanciesrefalling. These dataorroborateeconomicrecoveryevidence in Marin County
Marin County remains high in terms of median home pralative to the North Bay and
Californig driven by both economicecovery and reactiostto relatively low prices generating
demand to live in Marin In short, Marin County is experiencing growatid following the
regional economyn continued economic gains throu@®12.

Incomes and Spending

Growth of hcomes andconsumerspending canect to business decisions to hire more
workers. Thedatashowthat growth continues and is forecasted for 20bh2erms of personal
income this reportconsidesincome and spendingpdicators with inflation removed, or in
& NB I £ ¢ IncngNdgwihdin 2010as shown in Figure dvasdue toa combination ofjains
in financial markets and labor market recovepgrallel tothe state of Californiaverall. Real
personal income growth continues in Marin County since late 2009, and will likely continue to
grow through2014 albeit slowly Gains in 2011 and forward are forecasted to slow down due
to a lower than expcted economic recovery and somerentretreat and volatilityin financial
markets. Figure 1 shows that, except for 2007, Marin County generally outperforms the state
overall in terms of personal income growth. This is likely due to Marin County dealatively
affluent county, where income is derived from both employment and financial asset incomes.




Figure 1 Personal Income Growth Rate®003$,Marin County and California
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Retail sales revenues, where Figure 2 shows real taxable sales per household in both
Marin County and California as a proxy for overall retail purchases, suggest income gains are
being converted to consumptiorData from both Figures 1 and 2 suggest th&rin County
and California overall are showing signs of recov@&scause inflation has been held in check
thus far, though pressured somewhat to rise2011 because dfoth demand (income and
spending growth) and supplgéopolitical uncertainty causinfood and energy prices to rise
issuesreal growth is expected to continuato 2012 Economic recovery beyond 2012 is
ultimately tied to how local labor markets evolve and how that evolution affects the cost of
living in Marin County and the Bay Aregerall.

! Personal income data for Marin County is available through 2009, estimated for 2010 and beyond by MEF. The
Bureau of Economic Analysis (BEA) recently revised and updated their data for counties throughout the United

States.




Figure 2 Taxable Sales per Household, Marin County ard 20(0-11, 2003$
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Labor Markes and Prices

Job growth generates income and spending power for households. bebr&ets
remain difficult to predict in terms of what industries and skills are most likely to be demanded
into 2012, and also the types of workers available for new companies that pleane to
al NAy [/ 2dzyGeéd hyS F20dza 2F al NAYy 902y2YAO C2N.
generate more interest and support for entrepreneurship in Marin County. These new
businesses can generate job opportunities across an array of induskiiesn County must
remain a place where both small and medisimed firmscanstart upand grow matching
available commerciakal estateis a challenge for Marin County and vacancies remain relatively
highwith respect to the Bay Area on avera@ee Figures 1@nd 11)

Labor marketsrethe main gauge cdinS 02y 2 Ye Qa NB O20SNE | yR NBa
County, like many other counties in California, hb® struggledn job matching Job
YFGOKAY3I A&aadzSa ISYSNI OGS gKI (G dsaddhonicytlgsy | & aa
create jobs while boomingnd shed jobs while in recessi@n economy mayake a long time
to re-createjobsA y | NXB O S. Fdrthe?, i6@kcoswof liyiry can affect wages and the
cost of doing business in Marin; as sf livirg goup, and wages follow, the costs of starting a
business locally riseAs labor markets recover in termshfjhemployment, job growth creates
upward pressure on prices of goods and servic@hisbulletin provides dorecast usinga
combination @ data from Employment Development Department (EDD) of California, Bureau of




Labor StatisticéBLSpnd Census Buregensusjo estimateboth inflation and unemployment
changes to come for Marin Courag compared to other areas Figures 3 and.4

Figure 3 shows the current state and forecasted change in inflation through 2014.
California maintains a more volatile inflation rate dueMarin County and the Bay Area having
relatively high and stable costs of living. Duringriseenthousing boom, lte percentage
change in housing and energy prices were more rapid in California compared to Marin County;
during the recent recessiogoodspricescontinued togrow in MarinCounty at a slower rate
that previous yearsCalifornig which followed the leadf the national economyexperienced a
small amount of deflatiorjprices fallingilue to housing, energy and food pricasntracting
quickly starting inlate2088 ! & / | f A F2 NY A | Qsince2@Pwageyanthe&k | & N
cost of living across thetate have increased more rapidly than in Marin; MEF forecasts than
inflation will go back t@ historic pattern, but grow more slowly due to slower than normal
economic growth.
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Figure3: Inflation Rates, Marin andCalifornia, Actual and Forecasted
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If inflationary pressures persist, Mafrased businesses may find more difficulty in
hiring local residents due to higher wagemands which can exacerbatie highcostof-living
in Marin County In terms of @yroll unemployment, Marin County has historically (since 1990)
achieved the lowest unemployment rate in the state of California, or been among the lowest.
Marin County currently has the lowest rate as of September 2011 (San Mateo County is the
second lovest). A possible explanation for this phenomenon is as follows. As job openings




become available, Marin County draws from a wide range of locatloago relatively high

wages If a newly unemployed worker in Marin County finds a job in San Franttisckabor

force (employed and unemployed workers in sum) falls without a new unemployed worker
countedA Y a | NJA y Q.a&Thefelcaull Aldo Be2dsidib§raphic factors, such as an aging pool

of labor that is retiring and exiting the labor force more quidkian in other counties versus
jobgrowth.a F NAyQa fF 062N F2NOS ydzYoSNE 3INR¢g afz2p6fe
out of the labor force (as counted in Marin) versus nearyployedworkerst 2 NJ a I NA y Qa
businessesFigure 4 shows the latest data amatécast for unemployment rates in Marin,

Sonoma, San Francisco counties and California overall.

Figure 4 Unemployment Rats, Selected AreasSeasonally Adjusted19902014 (Forecasted)
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Marin, while having relatively low unemployment, pays for growth with a relatively high
cost of living.Figure 5 shows the evolution of job creation in Marin County since 1990 as
compared to San Francisco County, Sonoma and Napa counties, and @abbenaill. While
the number of businesses has grown in Marin County since the recent recession ended, the
level of payroll employment in Marin County is low historically. If entrepreneurship is to be a
focus of economic development and new firms havereility to find qualified employees
locally, and firms must import that labor or move a business closer to an available labor force
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YIFIGOKAY3IsS GKA
shows the changes in payroll elopment since 1990.

Figure5: Employment Levels1990¢ Aug2011, Seasonally Adjustedndex (Jan 1990 = 100)
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The combination of these labor market statistics $els that whileMarin personal
incomes are rising in real terms and inflaticurrentlyremains low, the environment for hiring
more workers and seeing a true labor market recovemawing at a slowr pace through

2014 Marin Countymust beproactive about generating business adtithat createdocal
jobs over time.

Business Growtlin Marin

This section looks at the level of employment and business in Marin Coéirdgre goal
ofal NAY 9 O2 y ansdiod anteHoNdizYcsapport the attraction and retention of
both jobs and businesses. Thisal is only achieveid partnership with local chambers,
Workforce Investment Board of Marin County, city and county governgyanid businesses
themselves The Great Recession had its greatest effecterms of lost busingseson
professional services, real estate and finance, construcéind retailfirmsin Marin County
These businesses are linked economicathipust real estate markets fuelegrowth in
construction and renovations, which were financed by banks anldyed by real estate

agencies.Capital gains became retail saleAs housing markets contractetthe ecosystem
built around this set of firms partially collapsed.




Figure 6 shows the number of businesses in Marin County in specific indgstaes
2006 to the lastquarter of 20D°.  First, the black columns show what has happened to the
companies irselectedMarin County industries since 2008he red columns show the
ecosystendescribed abovelid not completely collapse, as the last two years hiagen
relatively strong in terms of recovering the loss of some companies. Second, Marin County has
fewer firms than it did at the height of the previous economic expansion in internet and media

firms, health care, nohJNR FAGA X |y R |
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category is an amalgam of personal services firms, and has seen some growth.

Figure 6: Change in the Numbef CompaniesMarin County, 200610 and 200910
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Inboth Figures 6 and 7, the difference between the black and red columns show the
post-recession change in both the number of businesses (Figure 6) and employment (Figure 7)
in Marin County. Because the red columns are either less negative or positivai@hip the
black columns, these changes represent signs of economic recovery across a broad range of

industries.

2 Job market data is updatadore regularly than data on the number of business. Thus, Figure 6 and 7
provide slightly different dates (though the data in Figure 7 is through the second quarter of 2011 only)

Pagel0




Job Growth in Marin

For business development to work correctly, businesses that are attracted, retained and
celebrated for what they do irhe localeconomy must also be able to hire workers. The
growth orloss of businessin certain industriesmpliesspecific job attraction and retention
needs for Marin CountyFigure 7 shows a similar set of data as Figufec6sed on job versus
odzaAySaa INRBogOIKOD C2dzNJ LINAGF S AYyRdzZZAGNARS&E NBI
2006 to 2009: construction; retail; finance and insurance; and internet and media firms. These
firms were exposed to recession in terms loéir ties to thehousing industry (constructign
retail, finance, real estate, professional and technical services) or to high technology and
frontier industries (internet and media, professional and technical services).

Figure 7: Changes in Payr&8inployment, 200611 and 200911
Number of Jobs Gained or Lost

Source:California EDD

A couple of industries have confounding data when looking at both Figures 6 and 7
6§23SGKSN® ¢CKS ydzYoSNI 2F O2YLI YyASa Ay (GKS ahi
between 2006 and 2010 versus other industries. Other services include a broad range of
businesses, including household service providers (maids, e.g.) and auto repair. It is possible
that while employment fell in this category, the number of businesses increased because larger
employers left Marin while new, smaller businesses startedltthi void but not necessarily
hire those employed before the recession. Health care and social advocacy growth is also likely
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http://www.ctbt.com/Web/Download-Research-File.aspx?id=2FAEB663-6889-498D-AD92-4276E7BC3E12
http://www.ctbt.com/Web/Download-Research-File.aspx?id=2FAEB663-6889-498D-AD92-4276E7BC3E12












http://www.beaconecon.com/













