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California isn’t alone - in the wake of 
the worst economic crisis since the 
Great Depression, the US economy is 
reeling from a broken banking system, 
huge numbers of foreclosed homes and 
too many lost jobs. Soaring debt, trade 
deficits and an unstable stock market 
are leading many to doubt the dollar 
and invest in gold, to the point where 
even the site of the Gold Rush is having 
trouble withstanding all the upset.
Home to about 36 million people, the 
Golden State’s unemployment rate rose 
from 10.6 percent to 12.6 percent over 
the last year, with the loss of 458,600 
jobs, according to the Bureau of La-
bor Statistics. With the state’s budget 
in crisis and the governor hunting for 
money to make ends meet, many key 
services have been placed on the chop-
ping block. Government employees 
have shorter workweeks and children 
are spending fewer days in school. In 
early May 2010 Governor Schwarzeneg-
ger called for budget reductions totaling 

. 

US$12.4 billion that include cutbacks in 
financial assistance for families in need, 
childcare, and mental health services, 
according to the New York Times. Rev-
enue collection is the complementary 
concern – the state is already increasing 
fees for parking and traffic violations, 
leading to wide discontent. As the sit-
uation goes from bad to worse, Cali-
fornians are stressed out and want the 
good times back again.

Historically one of the country’s most 
important sources of innovation, Silicon 
Valley is also feeling the effects of the 
recession. “Silicon Valley is feeling a lot 
of pain,” says Russell Hancock, chief 
executive of Joint Venture: Silicon Val-
ley Network. “We’re undergoing some 
pretty painful transitions.”
The area lost about 90,000 jobs from 
2008 to 2009, returning to the number 
of employed residents it had in 2005, 
according to the ‘2010 Index of Silicon 

Valley’ report, created by the Silicon 
Valley Network and the Silicon Valley 
Community Foundation. Several key 
indicators for the region’s success are 
slowing, includine venture capital fund-
ing and patent registration. 
Silicon Valley’s unemployment rate is 
11.5 percent, below California’s rate 
of 12.6 percent but above the national 
rate of 9.9 percent. The region’s aver-
age annual salary of $75,390 is signifi-
cantly higher than the statewide medi-
an household income of $49,894, but 
the cost of living matches these higher 
earnings. Rents and home prices remain 
high by national standards – a one-bed-
room apartment rental in the Bay Area 
can cost about $1800 per month. Home 
purchase prices are also high for these 
incomes – as of March 2010 the average 
single-family home in Santa Clara coun-
ty was valued at $700,329, compared 
with the state average of $407,235, ac-
cording to the RAND California data-
base. 
The number of patent registrations from 
Silicon Valley went down slightly (less 
than one percent) in 2008, compared to 
a decline in US patents of 2.6 percent. 
Still, Silicon Valley accounted for nearly 
half of the country’s patent registration 
in 2008, with six of the twelve top reg-
istering cities in the US. Venture capi-
talists are hesitant to invest following a 
decade in which the firms would have 
made more money by investing 
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in the S&P 500. There was a 37 percent 
slowdown of venture capital funding in 
clean technology from after a spike in 
the area in 2008, according to the re-
port. But this could still be the area that 
brings Silicon Valley back to life.

California has long relied on foreign 
talent, which makes up 60 percent of 
Silicon Valley’s scientists and engineers. 
But the area is increasingly failing to lure 
these skilled international workers to its 
companies. Total foreign immigration 
to the region was down by 34 percent 
between 2008 and 2009. The US is less 
hospitable than in the past, the cost of 
living is high, and workers’ home coun-
tries are offering more attractive oppor-
tunities. While total immigration num-
bers dwindle, talent from India, China 
and Korea is growing in importance as 
a percentage of total workers. Indians 
made up 20 percent of Silicon Valley’s 

scientists and engineers in 2000, and 
by 2008 had risen to 28 percent. India’s 
relationship with Silicon Valley is one 
of both collaboration and competition, 
Hancock says, with Bangalore becom-
ing a point of focus for entrepreneurs, 
but some suspect that it would be hard 
to replicate the breadth and depth of 
expertise present in Silicon Valley.

But parts of Silicon Valley are on the 
upswing – since 2002, the fields that 
have experienced the most growth are 
industry and energy, media and enter-
tainment, biotechnology and medical 
devices.
One notable area of hope for the future 
is green technology, which could lead 
the way out of the area’s current slump. 
Since 1995, businesses that help pre-
serve resources, provide alternative fuel 
sources and minimize pollution have 
increased by 50 percent, with an

expansion of eight percent between 
2007 and 2008, the Joint Venture re-
port says. There was an increase in 
jobs in the green sector of 24 percent 
from 2004 to 2008 – this area includes 
business services, agriculture, research 
and advocacy, transportation, recycling 
and waste, energy efficiency and green 
building, among many other areas that 
work toward a sustainable society. But 
more significant job creation could take 
time. “You’re not going to see prodigious 
job growth in Silicon Valley, you’re go-
ing to see steady, incremental growth,” 
Hancock says. Silicon Valley’s fortune-
making machine has been based on 
computers, microprocessing, and soft-
ware. In the case of software, develop-
ers could work cheaply on their own, 
then watch the money pour in.
But future innovation, if it moves to-
ward cleantech, is going to be slower 
and more expensive. This means that 
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entrepreneurs will be less independent 
than they used to be, as venture capital 
wanes and self-funding becomes near-
ly impossible, and reliance on Feder-
al funding increases. Some new areas 
of strength are likely to be in battery 
technology, a smart grid, alternative fu-
els and renewable energy. But Silicon 
Valley didn’t fare as well as hoped in 
receiving Federal stimulus dollars. The 
area receives only about one percent of 
the nation’s total federal R&D funding 
(Washington, DC receives 13 percent) 
and is seeing less of this funding stream 
over time.
Another strong area of Silicon Valley is 
the biotech sector. Like clean tech, bio-
tech developments are often long-term, 
as the Food and Drug Administration 
approval process can take a decade. 
Still, Silicon Valley is ripe for biotech 
because of its potential for synergy with 
different disciplines.

Another strength of the Golden State is 
its prodigious agricultural output. Cali-
fornia produces about half of the coun-
try’s fruit, nuts and vegetables, with 
$36.2 billion of output from 81,500 
farms and ranches in 2008, according to 
the California Department of Food and 
Agriculture. But the state’s agricultural 
sector is facing major challenges. Water 
shortages are causing a strident debate 
in which farmers, residential water users 
and environmentalists are competine 
for the same resource. Water availabil-
ity became a huge problem in recent 
years as water from the Sacramento-San 
Joaquin River Delta was limited for ag-
ricultural use because of an endangered 
species of fish, the delta smelt. These 
difficulties have encouraged farmers 
to explore ways to use less water and 
conserve what they have. Practices like 

unlimited groundwater extraction have 
been curtailed, and changes the in the 
US Farm Bill are encouraging farmers 
to use their land for multiple purpos-
es, like wildlife habitat, groundwater re-
charge and crop production, simultane-
ously.
Crop selection is another opportunity to 
save water. Rice and cotton use more 
water than orchards and vineyards, for 
example, and some crops have been 
genetically altered to use less water.
Most of the field labor in California 
is done by Mexican migrant laborers 
working for minimal pay, a large per-
centage of whom are thought to be 
in the country illegally. According to 
a 2004 report by the Oakland, Califor-
nia-based Food First Institute for Food 
Development and Policy, there were 
then roughly two million farm work-
ers in the US, including about 100,000 
children. About two-thirds of them are 
from outside the US, most commonly 
from Mexico, and most of these work-
ers earned less than $10,000 a year, the 
report says.
Immigration has long been an issue for 
farmers, who rely heavily on migrant la-
bor. But times are changing – in 2007 
the New York Times reported that US 
farmers were increasingly renting land 
in Mexico as an alternative to facing im-
migration issues for foreign workers in 
the US.

Another major California industry is en-
tertainment, which is mainly centered 
in Hollywood. The film and television 
industry generates about US$80 billion 
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per year, US$13 billion of which go to 
Federal and state taxes. It is the only 
US industry to run a positive trade bal-
ance in every country in which it does 
business, according to the Screen Ac-
tors Guild. The US entertainment indus-
try includes some 2.5 million people in-
cluding actors, makeup artists, stuntmen 
and many others. It’s a young crowd, 
with 54 percent of workers under 34 
years old. Many people are employed 
on a contract basis, which is known to 
be very competitive and a difficult way 
to earn a living.
Most people in the motion picture and 
video industries earn modest, middle-
class salaries. In 2008 the median hour-
ly wage for producers and directors was 
$41.32, film and video editors earned 
$27, and ushers and ticket takers earned 
$7.87 per hour. While some actors earn 
millions per film, the minimum daily 
rate for actors who are members of the 
Screen Actors Guild is $782, or $2,713 
for a five-day week, based on a union 
contract negotiated in 2009.

Hollywood’s continuing success is en-
couraging, but it remains to be seen 
if other parts of California’s economy 
will emerge from the recession in good 
shape. Silicon Valley has taken a major 
hit and faces international competition, 
but many believe that its combination 

of computing, biotech, and major uni-
versities would be nearly impossible to 
replicate and will retain lasting value. 
California’s agricultural sector contin-
ues to be the country’s largest source 
of produce, and water concerns can be 
addressed with better irrigation technol-
ogy and techniques as environmental, 
urban and agricultural water users ne-
gotiate to meet their needs. But most 
importantly, California has seen reces-
sions in the past. It has shown the re-
siliency and the energy to rebound 
according to the industrial and techno-
logical requirements of the future and 
remain competitive on both the nation-
al and global levels.
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