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the San Francisco East Bay (Alameda and Contra Costa Counties) whose mission is to establish the East 

Bay as a world-recognized location to grow businesses, attract capital and create quality jobs.

One of East Bay EDA’s core strategies is to provide valuable information about the trends impacting the 

East Bay economy.  Each year we produce an Annual Economic Outlook which is both a forecast and 

summary of key economic indicators for the East Bay as it compares to the region, the state of California, 

and the United States as a whole.  This year, East Bay EDA and its partners commissioned a companion 

report entitled, Special Report on the East Bay Workforce.  The reports utilize the same definitions of the 

key industry sectors that drive the regional economy.
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EXECUTIVE SUMMARY

As the economic recovery continues 
in the East Bay, key indicators such 
as employment are showing steady 
growth. We expect that employment 
will continue to grow steadily in the 
future, as consumer spending and 
hiring have improved throughout the 
rest of country. The East Bay, whose 
economic recovery had lagged behind 
that of San Francisco and the South 
Bay in recent years, will continue 
catching up to those regions. 

A much more rapid recovery is 
underway in the housing market. 
A rapid decrease in the number of 
lower-value distressed properties 
on the market has contributed to a 
substantial increase in home prices in 
the East Bay, and as home inventories 
remain very low by historical 
standards, we expect home prices to 
continue to rise quickly in the coming 
year. An increase in supply, caused by 
a substantial increase in residential 
construction, will mitigate growth 
in prices over time, but the impact 
of this new construction will not be 
significant in the short term.

The East Bay is one of the country’s 
greenest regions, and despite a 
slowdown in venture capital funding 
for the region’s cleantech industry, as 
shown below, data suggest that the 
East Bay continues to serve as a hub 
for renewable energy investment. The 
recognition East Bay firms receive 
each year for innovation, including 
over $20 million in Small Business 
Innovation Research (SBIR) awards 
every year from 2005 to 2011, shows 
that the East Bay continues to serve as 
a national hub for entrepreneurship.

Biotechnology is expected to be one 
of the fastest-growing subsectors 
of the East Bay economy over the 
next several years. Biotechnology 
was already one of the East Bay’s 
highest-funded subsectors in 2011, 
but the subsector’s venture capital 
funding increased by over one-
half in 2012, even as it decreased 
by double-digits in California and 
nationwide. The East Bay Biomedical 
Manufacturing industry cluster will 
benefit significantly from these high-
and-growing levels of Biotechnology 
funding: the cluster is expected to 
grow by over 13% from 2012 to 2017.    

The outlook for the East Bay 
economy remains very positive. 
Businesses in most sectors of the 
region’s economy are continually 
creating new jobs, increasingly 
innovating, and employing more and 
more productive employees. At the 
same time, consumers are spending 
more in the East Bay than at any 
point since the onset of the recession. 
We expect this pattern of economic 
growth to continue in the coming 
years.
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GROWTH AND 
PRODUCTIVITY IN 
EAST BAY ECONOMIC 
SECTORS

Employment has steadily grown in 
the East Bay since mid-2010, as East 
Bay businesses hire more employees 
almost every month, and as more 
and more East Bay residents find 
work in the East Bay and elsewhere. 
Indeed, the total number of employed 
residents in the East Bay on a 
seasonally adjusted basis (household 
employment) has increased in almost 
every month since December 2010. 
Total household employment in 
the East Bay increased 2.5% from 
March 2012 to March 2013, while the 
unemployment rate fell from 9.4% 
to 7.7%, which is slightly faster than 
the decline in the state unemployment 
rate in that time: from 10.7% to 
9.4%. Note that the dropoff of 5,000 
jobs from February to March follows 
a steep increase from January to 
February. The disparity more likely 
reflects a statistical anomaly in 
surveying by the Bureau of Labor 
Statistics, and it will likely be adjusted 
in the revision process. 

East Bay residents are finding work at 
a faster pace than East Bay businesses 
are adding new workers. The total 
number of workers employed by East 
Bay businesses (payroll employment) 
has increased by 1.9% year over year 
on a seasonally adjusted basis, and it 
remains well below early-2008 levels, 
after which job growth plummeted 
due to the economic recession. In 
March 2008, East Bay businesses 
employed approximately 1,050,000 
workers, compared to 989,000 jobs in 
March 2013. Nonetheless, the trend 
has been moving gradually upward. 

Lower-skilled employment sectors 
have seen some of the biggest job 
growth in the East Bay in recent 
years. Some of these sectors, such as 
Administrative Support and Leisure 
& Hospitality, employ many part-
time and temporary workers. Even 
as the economy of the East Bay has 
improved, many firms have been 
reluctant to add permanent, full-
time employees to their payrolls, and 
thus job growth in sectors such as 
Financial Activities (-0.7% year over 
year) and Information (-3.1% year 
over year) have been slow or negative, 
while job growth in sectors such 
as Administrative Support, which 
includes temporary employees, has 
been very strong (4.4% year over 
year). Note, though, that employment 
in the Professional sector has been 
very strong since early 2011. This 
sector, which includes scientific 
and technical occupations such as 
research, is one of the East Bay’s 
strengths relative to other regions, 
and its strong growth during the 
economic recovery is a reason to be 
optimistic about the health of the East 
Bay economy in years to come. Jobs in 
this sector will be key as the economy 
transitions toward more higher-skill, 
higher-tech business in the future.

As shown below, the housing market 
is rebounding quickly, with steep 
increases in home prices and new 
construction in 2012. Employment in 
the Construction sector is increasing 
quickly, in turn, up 9.9% from March 
2012 to March 2013. As firms have 
begun to ramp up construction, labor 
demand is increasing rapidly as a 
result. 

￼

RECENT TRENDS
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RECENT TRENDS

Beacon Economics forecasts that 
East Bay employment will grow at 
a slightly lower rate over the course 
of 2013 than in 2012. Employment 
growth has stayed consistent at 
approximately 2% per year over 
the past two years, yet lingering 
uncertainty regarding federal budget 
policy and its impact on business 
and consumers, as well as some 
minor effects of sequestration on 
incomes and spending, could impact 
employment growth slightly. Beacon 
Economics forecasts a 1.2% increase 
in employment among East Bay 
businesses by the fourth quarter of 
2013 (1.7% by the first quarter of 
next year). Construction employment 
growth will help. With residential 
construction surging, as shown 

below, and home prices continuing 
to rise, the Construction sector is 
expected to be one of the fastest 
growing sectors over time, including 
2.0% growth by the end of 2013. 
Impacted significantly by this surge 
in Construction, as well as growth 
in wholesale and retail trade, the 
Manufacturing sector is expected 
change its prior course and show 
positive growth of 1.9% in 2013.

By the end of 2013, federal budget 
concerns are expected to have largely 
subsided, and with the recovery of 
the housing market continuing in full 
swing, employment growth over the 
course of 2014 and after should be 
roughly equivalent to levels of 2012. 
Employment is expected to grow 2.1% 
from the fourth quarter of 2013 to 
the fourth quarter of 2014, or 3.3% 
over current levels, to 1,022,000 jobs. 
The Management and Professional 
sectors, which have already shown 
solid growth throughout the economic 
recovery, will continue to lead the 
recovery among higher-skilled 
employment sectors. By the end of 
2014, employment in these sectors is 
expected to rise by 3.5% over current 
levels. This should come as a benefit 
to advanced manufacturing in the 
East Bay, which, as the Special Report 
on the East Bay Workforce will show, 
is a crucial employment cluster in the 
region. 

These short-run growth rates are 
forecast to continue in the long run. 
The rebound of the housing market 
will come as a boon to a Construction 
sector that lost 40% of its jobs during 
the recession. By the fourth quarter 

East Bay Employment by Sector
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of 2018,  the Construction sector is 
forecast to grow 36.1% over current 
levels, to 75,000 jobs. As economic 
growth persists over time and firms 
become more confident about the 
long-run health of the economy, 
higher-skilled sectors will begin to 
take on more permanent employees 
at a faster rate. The result is that by 
the end of 2018, many higher-skilled 
sectors are expected to have matched, 
or surpassed, the overall rates of 
growth in lower-wage sectors. 

The Education and Healthcare sectors 
have  over the past several years, 
bolstered by a strong Health Care 
sector that continued to add new 
jobs even amid the Great Recession. 
Over the last five years, in both 
sectors employment has increased by 
11.2%. As the Health Care and Social 
Assistance sector did not face the 
cutbacks other sectors faced during 
the recession, firms in this sector 
are not expected to rapidly increase 
their labor force, as compared to the 
Construction sector, for example. 
Rather, the sector is expected to grow 
at a slightly lower, steadier pace, 
consistent with population growth in 
the East Bay and the strength of the 
sector not only in the East Bay but 
throughout California. Together, the  
Education and Health Services sectors 
are forecast to grow by approximately 
9.0% over current levels (1% to 1.5% 
growth per year) by the end of 2018, 
surpassing 150,000 jobs by the first 
quarter of 2018.

Firms continue to gain more output 
from each worker every year in the 
San Francisco MSA, which includes 
the East Bay.  Worker productivity 

among all sectors increased by 10.4% 
from 2008 to 2011, from $164,000 
per worker to $181,000 per worker. 
By comparison, worker productivity 
in the state overall increased by 9.9% 
over the same time period, from 
$127,000 per worker to $139,000 per 
worker. One might suspect that as 
firms add new employees, productivity 
growth might slow down. Firms may 
have maximized employee efficiency 
amid the economic downturn, as 
substantial employment cutbacks 
forced these firms to become much 
leaner. The increase in productivity 
since 2008, and especially from 
2010 to 2011, suggests otherwise. 
Indeed, even as total employment in 
the region increased over the course 
of 2011, productivity increased as 
well. Workers in the region were 
more efficient than at any point in the 
economic recovery. 

RECENT TRENDS
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RECENT TRENDS

sector—which includes subsectors 
such as computer design and 
engineering services—become 
increasingly specialized over time, 
firms in those sectors require workers 
with more specialized skills, which 
command higher wages. Wage growth 
from 2006 to 2011 was above average 
in these sectors. Indeed, in general, 
higher-wage, higher-skilled sectors 
showed some of the fastest wage 
growth in the region in this period.  

Venture capital funding decreased 
in 2012 in the Bay Area overall, but 
most of all in the East Bay, with a 
37.1% dropoff in total funding year 
over year. By comparison, venture 
capital funding decreased by 4.3% in 
California and 10.0% in the United 
States overall. Industrial Energy 
suffered the most precipitous decrease 
in funding, from $531.3 million in 
2011 to $181.5 million in 2012. This 
reflects a substantial pullback in 

In general, the region’s labor-intensive 
sectors such as Leisure/Hospitality 
tend to generate lower work 
productivity than sectors with fewer 
workers, such as Natural Resources/
Mining. The Manufacturing sector 
is a notable exception, with very 
high productivity at $407,000 per 
worker. The integration of advanced 
technology into the manufacturing 
process has made the Manufacturing 
sector extremely efficient. Productivity 
will likely increase even faster in 
the coming years, as advanced 
manufacturing, which includes auto 
manufacturing and semiconductor 
manufacturing, among other highly 
technical manufacturing subsectors, 
continues to grow as a proportion of 
total manufacturing in the region.

Many of the region’s most 
productive sectors offer the highest 
average wages. As sectors such as 
Manufacturing and the Professional 

East Bay Cleantech Funding
($ Millions)

San Francisco MSA Worker Productivity by Sector
(Productivity = Output/Workers)
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substantially in the industrial energy 
sector from 2011 to 2012, the sector 
is expected to continue to grow in 
the East Bay in the coming years. 
Employment in the Energy and 
Environment industry cluster is 
expected to increase by roughly 3.5% 
from 2012 to 2017. 

The Bay Area remains the epicenter 
for venture capital funding 
nationwide, but throughout the Bay 
Area, only San Francisco experienced 
an increase in venture capital 
funding from 2011 to 2012, by 1.9% 
to $5.2 billion overall. Venture capital 
funding fell by 7.0% in the South 
Bay, but remains at $4.2 billion for 
the year, compared to $920 million 
in the East Bay. The Los Angeles 
metro area continues to challenge 
the Bay Area as a national tech hub, 
which may have an impact on venture 
capital funding levels in the East Bay 
in the future. Venture capital funding 
in Los Angeles increased by 14.2% 
from 2011 to 2012, for a total of $2.1 
billion.

funding for cleantech, for which the 
East Bay serves as one of the nation’s 
most important hubs. BrightSource 
Energy, a solar thermal power plant 
producer, received $201.7 million 
in venture capital funding in 2011, 
but received $83.6 million in 2012, 
while Fulcrum Bioenergy, a firm 
that recycles waste into low-carbon 
transportation fuel, received $175.1 
million in 2011, but no new venture 
capital funding in 2012. 

Yet, funding decreased steeply in 
nearly every sector. Software, the 
second highest funded sector in 
2011, reached only 51.1% of its 2011 
venture capital funding levels in 2012, 
as firms such as Lithium Technologies 
and ArcSoft, which received tens of 
millions of dollars in venture capital 
funding in 2011 did not receive new 
funding in 2012. Biotechnology 
was a bright spot in 2012, led by 
Intarcia Therapeutics. The firm did 
not acquire venture capital funding in 
2011, but acquired $155.9 million in 
funding in 2012. Total Biotechnology 
venture capital funding in the 
East Bay increased from $185.6 
million in 2011 to $283.6 million 
in 2012 (52.8% growth), even as 
Biotechnology venture capital funding 
decreased by 15.1% throughout the 
United States and decreased by 12.5% 
in California.

As shown in the Special Report on 
the East Bay Workforce, employment 
in the Biomedical Manufacturing 
industry cluster is expected to grow 
by over 13% from 2012 to 2017, and 
the influx of hundreds of millions 
of dollars in venture capital funding 
for Biotechnology firms over the past 
two years no doubt plays a substantial 
role. At the same time, despite the fact 
that venture capital funding decreased 

RECENT TRENDS
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located in the East Bay, compared 
to 60 in San Francisco and two in 
the South Bay. The preponderance 
of B-Corporations in areas like the 
East Bay encouraged the State of 
California to pass legislation that 
allows businesses to register as benefit 
corporations or “FlexCs” (“flexible 
purpose corporations”), which possess 
explicit environmental or social goals. 
Many East Bay B-Corporations are 
environmentally sustainable food 
producers, such as Plum Organics, 
Numi Organic Tea, or Revolution 
Foods. Katovich & Kassan Law Group 
provides legal support for social 
entrepreneurships, while Cultivating 
Capital provides business consulting 
for green firms.

From 2007 to 2011, between 2% and 
2.5% of the patents approved in the 
United States and approximately 10% 
of patents approved in California each 
year came from the East Bay. Silicon 
Valley consistently generates more 
approved patents (roughly 8% of U.S. 
patents per year) than the East Bay 
or San Francisco (between 2.5% to 
3% of U.S. patents per year), but each 
region generates a high proportion of 
U.S. patents relative to its population. 
The adult population of the East Bay, 
for instance, represented just 0.8% of 
the total U.S. adult population in 2011, 
but the region generated 2.5% of U.S. 
patents that year.

The East Bay serves as a national 
hub for entrepreneurship, as well 
as community enriching and 
environmentally friendly business, as 
exhibited in the recognition East Bay 
firms receive each year in the Inc. 
500 and B-Corporation lists.  In 2012, 
the East Bay headquartered six of the 
Inc. 500 fastest-growing companies, 
according to Inc. Magazine. This is 
up from four in 2011. The 2012 list 
includes Plum Organics, whose revenue 
grew by over 4,000% from 2008 to 
2011—from just $0.9 million to $38.4 
million—and Spigit, whose revenue 
grew by over 3,700% from 2008 to 
2011—from just $0.3 million to $9.7 
million. More firms in San Francisco 
and the South Bay were added to the 
2012 list, as well, but the statewide 
total fell in both 2011 and 2012.

Of the only 666 B-Corporations in the 
United States and 162 B-Corporations 
in California—businesses certified as 
meeting “rigorous standards of social 
and environmental performance, 
accountability, and transparency”1 are 

RECENT TRENDS
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1
 Source: B-Lab
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2011, compared to a 1.2% increase in 
California exports overall and a 2.2% 
decrease in exports out of the Port of 
Los Angeles.

The East Bay remains a critical 
gateway for California’s agricultural 
products to reach overseas markets. 
The export value of Edible Fruit/
Nuts, the highest exported commodity 
group leaving the Port of Oakland, 
increased by 15.6% over the course of 
2012 to $4.6 billion, while the value 
of Meat, the second-highest exported 
commodity group leaving the Port 
of Oakland, increased by 7.5% to 
$2.4 billion. Of key importance to 
many East Bay businesses, exports of 
various manufactured durable goods, 
such as industrial machinery (-6.6%), 
electrical machinery (-16.5%), and 
vehicles and parts (-29.4%) declined 
over the course of 2012. However, 
medical and surgical machinery 
exports increased 20.7%. As shown 
above, the Biotechnology subsector in 
the East Bay continued to surge ahead 
in 2012, while it was a slower year for 
some high-tech subsectors, such as 
Industrial Energy.

Despite a pullback in exporting in 
2012, advanced manufactured goods 
continue to serve as key exports out 
of the Port of Oakland. These goods 
represent four of the top 10 exported 
goods out of the Port, although their 
share of total exports out of the Port 
decreased somewhat from 2011. 
Industrial machinery represented 
6.1% of total exports at the Port 
of Oakland in 2011, compared to 
2.8% in 2012. Vehicles and parts 
represented 3.85% of total exports 
at the Port of Oakland in 2011, 
compared to 1.3% in 2012. 

RECENT TRENDS

INTERNATIONAL 
TRADE

More valuable goods were exported 
through the Port of Oakland in 2012 
than in 2011. For the year-end total, 
the value of goods exported through 
the Port of Oakland increased by 
4.4% from $18.2 billion in 2011 to 
$19.0 billion in 2012. However, the 
volume of goods exported declined 
by 1.9% over the year to 10.1 billion 
kilograms in 2012. At the same time, 
export values and export volumes out 
of the Port of Oakland ended 2012 
at near peak levels since the onset of 
the economic recession at the turn 
of 2008. Export values reached $1.7 
billion in December 2012, an increase 
of 13.6% from December 2011, 
while total export weight reached 
956 million kilograms, an increase of 
6.5% over December 2011.

The local trade deficit has been 
shrinking as the Port of Oakland’s 
export growth outpaces imports. In 
December 2012, imports entering 
through the Port of Oakland totaled 
$2.2 billion, a decline of 0.5% from 
the same month the previous year. 
The trade deficit (exports minus 
imports) shrank from $654.7 million 
in December 2011 to $434.2 million 
in December 2012, a 33.7% decline. 
The monthly figures were hardly 
an anomaly from the year’s trend. 
Imports totaled $28.3 billion for the 
year 2012, a 5.2% decline from the 
year 2011. By comparison, imports 
throughout California ports increased 
by 4.9% from 2011 to 2012, while 
imports at the Port of Los Angeles 
increased by 5.2% over the same 
time period. Meanwhile, exports out 
of the Port of Oakland for the year 
2012 grew by 4.4% over the year 
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Yet, as statewide exports of 
advanced manufactured goods has 
increased, the Port of Oakland now 
represents a smaller proportion 
of the State of California’s overall 
exports of these goods. For instance, 
in 2011, electrical machinery 
exports out of the Port of Oakland 
represented 2.3% of all California 
exports of electrical machinery. In 
2012, that share had decreased to 
1.9%. In 2011, vehicles and parts 
exports out of the Port of Oakland 
represented 8.2% of all vehicles 
and parts exports in the State of 
California. In 2012, that share had 
decreased to 6.8%.

BUSINESS TRENDS

While the total number of business 
establishments has increased in 
both Alameda and Contra Costa 
Counties over time, this growth is 
concentrated heavily among business 
establishments with few employees. 
As shown below, many of these new 
firms have no paid employees. From 
2006 to 2011, the East Bay added a 
net total of 10,719 new firms with 0-4 
employees, while the total number 
of firms in nearly every other size 
category (as defined by the California 
EDD) decreased—the East Bay lost 
a number of large employers during 
this time. 

More recently, from 2010 to 2011, 
there was an increase in the number 
of business establishments in the 
East Bay across many size categories. 
As described in a 2009 report for 
the Small Business Administration,2 
even though there are on average 
three times as many new start-ups 
each year with no paid employees 
(“nonemployer firms”) as there are 
start-ups with paid employees, this 
ratio tends to be smaller during 
periods of economic growth. In a 
growing economy, more entrepreneurs 
start a business to take advantage of 
existing market opportunities, rather 
than to try new occupations. Founders 
that utilize their existing experience 
and skills to pursue promising 
business opportunities are more likely 
to take on paid staff at the outset 
than founders starting businesses in 
a new field. This may help to explain 
why from 2010 to 2011, growth in the 
number of business establishments 
picked up among firms with five or 
more employees but slowed down 
among firms with four or fewer 
employees.  

RECENT TRENDS

Port of Oakland Exports of Major Commodities ($ 000s)

Port of Oakland Advanced Manufacturing Exports

2 Zoltan J. Acs, Brian Headd and Hezekiah Agwara. Nonemployer Start-Up Puzzle. Small Business Association 
Office of Advocacy. December 2009.
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growth in nonemployer firms—firms 
with no paid employees—follows closely 
with growth in the unemployment rate. 
Often in response to a job loss, job 
uncertainty, or a need for more flexible 
employment, individuals start up their 
own firms with no paid employees 
at the outset. Indeed, this appears to 
be what drove the 7.2% growth in 
nonemployer firms in the East Bay 
from just prior to the onset of the 
recession in 2007 to the early stages 
of economic recovery in 2010. As the 
recession carried on, and many firms, 
including some firms with hundreds 
of employees or more, went out of 
business while many more laid off much 
of their staffs, more and more East Bay 
residents started their own businesses 
in response. Professional sector 
nonemployer firms increased by 8.9% 

From 2007 to 2012, there was a 
precipitous decrease in business 
establishments in the Construction 
and Financial Activities (which 
includes real estate) sectors, caused 
by the steep dropoff in home sales 
and new construction as a result 
of the burst of the housing bubble. 
Indeed, even as the number of business 
establishments in each sector fell from 
2011 to 2012, expect growth in these 
sectors to be positive from 2012 to 
2013, as a solid increase in residential 
and non-residential construction in 
2012, as described below, should draw 
many new entrepreneurs into the 
market. 
Five-year growth in Other Services 
remains at 12.4%, despite a steep 
dropoff from 2011 to 2012. 
The Other Services sector includes 
business establishments in repair 
and maintenance and personal care, 
largely serving individual clients rather 
than firms and providing services 
for which demand remains relatively 
constant even during a weak economy. 
Workers may have opened businesses 
in this sector to provide a source of 
income during the recession, but as the 
economy improves, they have begun to 
return to more traditional occupations 
in other sectors—the number of East 
Bay firms in Other Services fell by 
16.2% from 2011 to 2012 (5,736 
business establishments overall). 

Bureau of Labor Statistics data 
show that the overall number of 
establishments fell by 4.9% from 2011 
to 2012. Because California EDD 
data is not yet unavailable, it remains 
to be seen whether this decrease was 
concentrated among small-sized firms.

As noted in the 2009 Small Business 
Administration report described above, 

RECENT TRENDS

East Bay Establishments by County



East Bay Economic
OUTLOOK 201312 |

loans. In the East Bay, this appears to 
be a valid criticism. The total number 
of Small Business Administration 
Development Loans (504) in the East 
Bay increased by just two from 2010 to 
2011, while the average value of these 
loans decreased by nearly $37,000. 
Through the first half of the 2012 fiscal 
year, the number of (504) loans was 
on pace to fall short from 2011 totals. 
On the other hand, the average value 
of (504) loans were nearly $100,000 
higher in the 2012 fiscal year than in 
the 2011 fiscal year. Because of the 
special nature of (504) loans, which 
are provided to encourage community 
development, fewer approvals for (504) 
loans may not reflect a slower year 
for small business lending. Yet, the 
more commonly issued Small Business 
Administration Loan Guarantees 7(a) 
were on pace to decrease in both total 
number and in average value from the 
2011 fiscal year to the 2012 fiscal year. 
The average value of the fiscal year 
2011 7(a) loans may have been higher 
than in most years, but the number 
of 7(a) loans in 2012 is on pace to be 
lower than even 2009 levels, during the 
peak of the economic recession.

Small businesses in the East Bay 
continue to attract national recognition 
for their innovations. Small Business 
Technology Transfer (STTR) awards, 
which are granted to businesses 
as an incentive for developing new 
technologies, increased by 51.0% in 
the East Bay in 2011. In comparison, 
STTR awards granted in San Francisco 
increased by 38.0% and in the South 
Bay by 27.5%. STTR award values 
in East Bay have not yet reached San 
Francisco and South Bay levels, but 
growth in 2011 has closed the gap 
substantially.

in this time, suggesting that a large 
number of East Bay residents likely 
transitioned from salaried positions to 
independent consulting. Administrative 
Support increased by 30.9%, as 
many East Bay workers likely pursued 
independent clerical work. 

News analysts often claim even as 
the economy has grown and capital 
for lending has increased, small 
businesses still have too little access to 

RECENT TRENDS

East Bay Establishments by Sector

East Bay Nonemployer Firms by Sector

Small Business Technology 

Transfer (STTR) awards, 

which are granted to 

businesses as an incentive 

for developing new 

technologies, increased  

by 51.0% in the East  

Bay in 2011.



East Bay Economic 
OUTLOOK 2012 | 13

just 4.0% lower than their total value 
for the fourth quarter of 2007. By 
comparison, San Francisco taxable 
sales stood at 0.5% above their total 
value for the fourth quarter of 2007, 
while South Bay taxable sales were 
7.4% higher. Indeed, the decrease in 
East Bay taxable sales in late-2012 
is likely a statistical anomaly. The 
California Board of Equalization has 
not yet audited its findings for late-
2012, and the trend in taxable sales 
suggests an overpayment in sales 
taxes in early-2012, then a correction 
in late-2012. In fact, HdL Companies, 
which audits sales taxes from 
individual businesses, shows sales 
taxes increasing in late-2012. 
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Although 2011 proved a slower year 
in the East Bay for Small Business 
Innovation Research (SBIR) award 
funding, which is granted to businesses 
for research and development that 
leads to commercialization, the East 
Bay consistently kept pace with Silicon 
Valley from 2005 to 2010. The total 
value of SBIR funds awarded to East 
Bay firms declined by 31.3% in the 
East Bay in 2011, compared to a 19.4% 
decline among firms in San Francisco 
and a 7.7% increase among firms in the 
South Bay. Despite the overall decrease 
in SBIR funds awarded in the East Bay 
in 2011, the total value of these and 
STTR funds awarded to East Bay firms 
each year shows the high potential for 
advanced research and development 
that the East Bay affords its small 
businesses.

Consumer demand in the East Bay 
remains near its highest level since 
early 2007. In the fourth quarter of 
2012, the East Bay’s taxable sales were 
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more difficult for first-time homebuyers 
or homebuyers with less-than-perfect 
credit.

Don’t expect home sales to slide as 
home prices increase rapidly. In fact, 
despite the increase in home prices 
in the past year, home affordability 
remains near an all-time high. Even 
as home prices appreciate faster than 
incomes in the Bay Area, interest rates 
on mortgages remain so low that homes 
are about as inexpensive as they were 
at the end of 2011, and as inexpensive 
in the East Bay as they were upon the 
onset of the recession, at 34.5% of 
income. Compare this to the peak of 
the housing bubble, when home costs 
in the East Bay were as high as 93% of 
income.

As employment and income growth and 
an increase in home prices have helped 
homeowners get out from underwater 
mortgages, and many homes with 
unaffordable mortgages have already 
gone through foreclosure, the quantity 
of distressed properties in the East 
Bay has decreased substantially since 
early-2009. Negative equity among 
homes in the East Bay remains high, at 
26.6% in the fourth quarter of 2012,3 
compared to 25.2% in the state overall. 
On the other hand, mortgage defaults 
decreased by 48.0% in the East Bay 
from the fourth quarter of 2011 to the 
fourth quarter of 2012, compared to 
45.2% in the state overall. Foreclosures 
in the East Bay decreased by 45.5% 
year over year, compared to 32.9% in 
the state overall.

Apartment rents are continuing to rise 
quarter after quarter, but the East Bay 
offers the lowest average apartment 
rent in the Bay Area. The monthly cost 
of rent in Oakland increased by 4.7% 

RESIDENTIAL  
REAL ESTATE

After years of sluggish growth 
following the expiration of first-time 
homebuyer tax incentives in 2010, 
home prices began to turn the corner 
in 2012 in the East Bay and elsewhere 
in the state. Existing single-family home 
prices in the East Bay, as in the rest of 
California, have risen steeply in the past 
year. The median existing home price 
increased by 16.8% in Alameda County 
and by 23.2% in Contra Costa County 
from the fourth quarter of 2011 to the 
fourth quarter of 2012. This compares 
with 23.0% growth in the median 
existing home price in the state overall. 

The increase in new home prices 
in the East Bay has been nearly as 
dramatic. This is driven by a substantial 
increase in new home prices in Alameda 
County. The median new home price in 
Alameda County increased by 31.9% 
from the fourth quarter of 2011 to 
the fourth quarter of 2012, relative 
to 12.4% in Contra Costa County. By 
comparison, the median new home price 
in California increased by 12.4% from 
the fourth quarter of 2011 to the fourth 
quarter of 2012. 

Growth in the number of existing home 
sales has been slower in the East Bay 
than in other regions, at 8.1% year over 
year, compared to 9.5% in the state 
overall. The economic recovery has 
brought about little change in home 
sales since 2008. This is largely because 
there remains a very low supply of 
homes on the market. In both Alameda 
County and Contra Costa County, there 
is less than a two-month supply of 
available homes, the lowest supply since 
mid-2005. Such little inventory drives 
the prices of those available homes up, 
and it also makes homebuying much 
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Dublin and Oakland played the biggest 
roles in this growth: the number of 
single-family residential building permits 
in Oakland grew by 382.5% from 2011 
to 2012, while permits in Dublin grew 
by 72.8% in that same time period.

Although multifamily residential 
building permitting did not grow as 
quickly in 2012 in the East Bay as 
in San Francisco or the South Bay, 
2012 was still an outstanding year for 
growth in multifamily construction. 
East Bay multifamily residential building 
permitting was up 29.3% from January-
November 2011 to January-November 
2012, compared to 46.7% in San 
Francisco and an impressive 134.2% in 
the South Bay over the same time period. 
In the East Bay, City of Emeryville 
permitting grew substantially, from 
just five permits in 2011 to 256 permits 

from the fourth quarter of 2011 to the 
fourth quarter of 2012, to $1,371. By 
comparison, in San Jose, the monthly 
cost of rent increased by 5.4% to $1,616 
over the same time period, and in San 
Francisco, the monthly cost of rent 
increased by 5.6% to $1,970. 

Last year proved a turning point for 
both the construction sector and 
the housing market, as residential 
construction truly took off. Single-
family and multifamily residential 
building permitting increased 
precipitously from 2011 to 2012. East 
Bay single-family residential building 
permitting in the first 11 months 
of 2012, increased by 50.8% (471 
permits) over the first 11 months of 
2011, compared to 41.7% growth (358 
permits) in the South Bay and 21.6% 
growth (50 permits) in San Francisco. 
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Bay Area Commercial Real Estate
Vacancies, Rental Rates and Net Absorbtion

from January-November 2012, while the 
City of Pleasanton, which issued zero 
multifamily permits in 2011, issued 200 
permits from January-November 2012.

COMMERCIAL  
REAL ESTATE

The office property vacancy rate in the 
East Bay, at 18.5%, has fallen to its 
lowest level since 2009 (18.2%), but 
it has yet to decrease to pre-recession 
levels. The office property vacancy rates 
in the South Bay and San Francisco are 
falling faster, by 2.9% and 0.9% year 
over year, respectively, but the rate in 
the South Bay (22.7%) peaked much 
higher than in the East Bay (20.3%). 

Like office property, warehouse 
property in the South Bay has a 
consistently higher vacancy rate than 
in the East Bay. Warehouse vacancy 
rates have fallen in the East Bay, San 
Francisco, and the South Bay year over 
year, while rents have climbed slightly 
in each area. Warehouse occupancy 
continues to increase in the East Bay, 
with a large increase in net absorption 
in the fourth quarter of 2012 relative to 
the fourth quarter of 2011. 

While office, warehouse, and 
industrial property in the East Bay 
show recent signs of turning around, 
retail property in the East Bay has had 
a slower process of recovery. Among 
both retail and industrial property in 
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among anchor stores in Central 
Contra Costa County. Yet, the 
vacancy rate is relatively high among 
anchor stores in West Contra Costa 
County (8.0%). Anchor stores 
in Alameda County maintain a 
relatively low vacancy rate, such as 
Central/North Alameda at 4.9%, 
with relatively affordable rents for 
the region. 

Vacancies among warehouse 
properties are generally more evenly 
dispersed across the East Bay, 
as compared to retail and office 
properties. Vacancy rates range 
from 9.8% in Fremont/Newark to 
14.4% in Hayward. Rents are tightly 
bound between $4.43 per square 
foot in Oakland/San Leandro and 
$5.39 per square foot in Hayward.

The East Bay has maintained 
a fairly consistent proportion 
of all manufacturing square 
footage in the Bay Area over 
the past two years, but it was 
the only community in the Bay 
Area to increase its inventory of 
manufacturing in that time, adding 
64,000 square feet of space in 2012. 
The East Bay now holds 25.3% of 
all manufacturing square footage  
in the Bay Area, compared to just 
less than two-thirds held in the 
South Bay.

the Bay Area, the East Bay continues 
to have the highest rate of vacancy, 
at 6.3% and 10.3%, respectively, but 
the steady declines in the vacancy 
rates in both retail and industrial 
property since 2010 is reason to be 
optimistic. Net absorption increased 
substantially (1.2 million square feet) 
among East Bay industrial property 
in the fourth quarter of 2012 relative 
to the fourth quarter of 2011, led 
primarily by a large uptick in leasing 
at manufacturing centers along the 
I-880 corridor.4 

Office property remains in greater 
demand in most areas of Alameda 
County than in Contra Costa County. 
Unsurprisingly, the Oakland Central 
Business District holds the lowest 
vacancy rate, at 11.8%, and the 
highest rent, at $28.67 per square 
foot, while the Fremont/Newark and 
Airport/San Leandro submarkets 
have more room for growth, with 
vacancy rates well above the East Bay 
average of 18.5%.

There is a comparatively high supply 
of retail property available in the 
East Bay, even as the commercial 
real estate market shows signs of 
turning the corner. Retail property 
vacancy rates remain very low in most 
submarkets in Contra Costa County, 
including just a 2.3% vacancy rate 

RECENT TRENDS
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help to tell a clearer story about the 
recession’s overall impact on total 
electricity consumption.

Total natural gas consumption, 
in contrast, rose faster in the East 
Bay from 2007 to 2011 than in San 
Francisco or the South Bay. Some of 
this 14.1% increase came from a rise 
in residential consumption (5.0%), 
but the majority of the increase 
came from a rise in commercial 
consumption (19.5%). In fact, 
while the effects of the recession 
led to a decrease in natural gas 
consumption in the commercial sector 
in San Francisco and the South Bay, 
consumption increased slightly in the 
East Bay. Yet, as the economy grew 
from 2010 to 2011, consumption  
once again ramped up throughout 
the Bay Area, no greater than in the 
South Bay.

The East Bay already serves as 
a national hub for solar tech 
development, but its solar energy 
consumption is also strong across 
several categories, such as residential 
and government consumption. 
Alameda and Contra Costa Counties 
are among the top 10 counties in 
California in residential solar energy 
capacity, at 17.7 megawatts and 21.0 
megawatts, respectively. Contra 
Costa County ranks only 12th in 
commercial solar energy capacity, 
at 10.6 megawatts, while Alameda 
County ranks 9th at 15.7 megawatts, 
well behind the leader, Los Angeles, 
at 47.2 megawatts. But several factors 
play a role in solar qualification, 
including population size. Many of 
the counties at the top are some of the 
largest counties by population in the 
state. Temperature and sunlight are 
also crucial, which helps to explain 
the prevalence of many Southern 

INFRASTRUCTURE

Energy in the California electrical 
grid comes primarily from within the 
state, far more than for California 
natural gas or crude oil. Even more, 
a solid proportion of this in-state 
energy comes from renewable 
sources—14.6%. While fossil fuels 
still represent a majority of in-state 
electrical energy sources, cleaner 
sources now represent 44.9% of 
all of these in-state sources. The 
preponderance of renewable energy 
sources—driven heavily by a state 
mandate that 33% of energy must 
come from renewable sources—will 
continue to be a significant benefit to 
the East Bay, as the region continues 
to serve as a hub for research and 
manufacturing of solar and other 
renewable technologies.  
￼￼
The East Bay reduced its total 
electricity consumption faster than 
any region in the Bay Area from 
2007 to 2011. Total electricity 
consumption fell by 3.9% in the East 
Bay in that time, compared to 1.8% 
in San Francisco and 1.9% in the 
South Bay. In fact, this decline was 
exclusively the effect of a decrease in 
commercial electricity consumption, 
as residential consumption actually 
increased by 1.7% in the East Bay 
during this time. While this could be 
the effect of a slowdown in production 
during the economic recession, the 
0.7% decrease in total consumption 
from 2010 to 2011, a period of 
economic growth, suggests otherwise. 
At the same time, the closure of New 
United Motor Manufacturing, Inc. 
(NUMMI) in Fremont in 2010 also 
plays a role in that decline. When the 
California Energy Administration 
releases data from 2012, it should 
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California and Central Valley counties 
at the top of the rankings. In the Bay 
Area, Alameda and Contra Costa 
Counties remain the leaders in solar 
energy capacity. Indeed, the City 
of Richmond has the highest per 
capita solar energy consumption in 
California. 

There is too little evidence to conclude 
that increases in gasoline prices have 
caused a decrease in vehicle traffic in 
the East Bay, yet those increases do 
appear to correlate with an increase 
in Bay Area Rapid Transit (BART) 
ridership. The number of annual miles 
driven per capita on state routes in 
the East Bay declined by 9% from 
5,600 miles in 2006 to 5,100 miles 
in 2008, while the average price of 
gasoline increased by $0.77 per gallon 
(or 27%) during that time. However, 
as the average price of gasoline fell in 
2009 by nearly the same amount, and 
increased again in 2011, the number 
of miles driven per capita has hardly 
changed. At the same time, East Bay 
BART ridership per capita increased 
and decreased concurrent with 
gasoline prices in from 2007 to 2011, 
except in 2010. Yet, overall economic 
growth (which influences gas prices) 
and employment likely plays a more 
fundamental role in residents’ driving 
habits. 

Although East Bay per capita BART 
ridership fluctuates slightly from 
year to year, overall utilization of 
the BART system has increased in 
the East Bay over the last decade. 
From fiscal year 2003 to fiscal year 
2012, traffic on BART has increased 
by 10% to 25% in many areas. 
Traffic growth on BART has been 
particularly pronounced in the urban 
centers of Oakland and Berkeley. 
There has also been significant BART 
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traffic growth in suburban areas like 
Dublin and Concord. This increased 
utilization, if it continues, will help 
to alleviate congestion and improve 
air quality by stemming the increase 
in emissions from automobiles as the 
East Bay population grows over time.
￼
Compared to the average U.S. 
commuter, the average East Bay 
commuter is much more likely to use 
public transportation rather than 
drive alone to work. In the East Bay, 
67.9% of commuters drove alone to 
work in 2011, which was unchanged 
from 2006. Yet, this was well below 
the national average in 2011: 76.4% 
of U.S. commuters drove alone to 
work. Supported by efficient public 
transportation systems in BART 
and AC Transit, 10.7% of East Bay 
commuters used public transportation 
to get to work in 2011—up from 
10.3% in 2006—while just 5.0% 
of U.S. commuters used public 
transportation. 
￼
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CONCLUSION

The outlook for the East Bay economy 
going forward remains very positive, 
as key economic indicators show 
promising trends. Employment is 
steadily growing, and consumer 
demand remains near its highest 
level since early 2007. Home prices 
are rising fast, while mortgage 
defaults and foreclosures are falling 
precipitously. Single-family and 
multifamily residential construction 
picked up considerably in 2012. 

Yet, some areas of concern still 
remain. The economic recovery has 
brought about very little increase in 
home sales in the East Bay. Home 
inventories are very low, which is 
keeping many potential homebuyers 
out of the market. Although mortgage 
defaults and foreclosures are falling, 
negative equity among homes in the 
East Bay remains high, at 26.6%. 
Venture capital funding for businesses 
in important industries such as 
cleantech decreased substantially last 
year. 

CONCLUSION
The economic growth that we 
expect in the years ahead will help 
to resolve some of these concerns. 
Employment and wage growth will 
continue to boost consumer spending. 
Business revenues and municipal tax 
revenues in the East Bay will see an 
increase, in turn. Strong single-family 
residential construction will increase 
the available supply of homes, which 
should lead to even faster growth in 
the East Bay housing market. The 
growth of the labor and housing 
markets will continue to drive the 
growth of the East Bay economy 
overall in the coming years.  
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