Quantitative Assessment Study

PALO ALTO BUSINESSES
& ECONOMIC ACTIVITY

May 2020




2

This report was prepared prior to the COVID-19 pandemic, the
subsequent shelter-in-place order implemented March 17, and
shutdowns of all non-essential businesses statewide, implemented
March 19. At the time of publishing this study, the City of Palo Alto
was no longer considering a business tax in the near-term.
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Forward

The City of Palo Alto—like other Silicon Valley cities—is continually looking to find the right balance
between the activities and contributions of businesses, residents, and the collective community that
they create. At the crux of the issue is the value the business community brings as compared to its
externalities borne by the residential community in terms of traffic, housing, and the overall sense of
wellbeing within a city.

The issue becomes especially intense in a place like Palo Alto, which hosts a world-class university, a
booming tech sector, and a large (and contentious) jobs-to-housing ratio. Owing to this, City staff, the
City’s Finance Committee, and the City Council have been examining the viability of a ballot measure
that would impose a local business tax. The proceeds would be used to implement a variety of policy
objectives, presently focused on transportation and affordable housing, and allow the City to invest
more aggressively in its strained infrastructure.

As a major stakeholder in this process and active community participant, Stanford University
commissioned the Silicon Valley Institute for Regional Studies to provide detailed information about
the existing business mix (Section 1 of the report), conduct an impartial assessment of the existing
impact of the City’s businesses and key contributing industries to overall economic activity (Section 2),
and city tax revenues (Section 3). Additionally, as an addendum to this study, the Institute conducted
a scenario analysis of the economic impacts of potential job losses.

Having a thorough understanding of the available data relating to local businesses is highly valuable
to the community and local decision-makers alike. To that end, this study will be utilized by Palo Alto
stakeholders across every sector. We also expect the study will be a valuable resource to other cities

grappling with similar issues.

Yours,

/WM

Russell Hancock

President
Silicon Valley Institute for Regional Studies
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Introduction

The purpose of this study is to provide an overview of economic activity in the City of Palo Alto and
an analysis of the contributions of local businesses to the City’s economy and tax revenue. This study
provides a snapshot of economic activity based on the 2018 calendar year, and presents additional
analysis of the business community’s contributions to the City’s General Fund through existing tax
revenue streams during Fiscal Year 2018-19.

Joint Venture Silicon Valley’s Institute for Regional Studies conducted this research in an effort to
provide a wide range of audiences - residents, business owners and employees, and civic leaders -
with a foundation for understanding the economic environment in which a potential new business tax
is currently being debated. It is the intention of the authors to provide a holistic view of the economy
through an overview of the industry segments operating in Palo Alto, an analysis of the key economic
indicators, and an accounting of the current tax structure and existing business contributions.

Summary of Findings

The City of Palo Alto has a longstanding tradition of entrepreneurship, higher education, and research
and development, yet is also a city that offers a wide range of amenities and retailers for its more than
66,600 residents,’ employees, and visitors from neighboring communities. As a result, Palo Alto has a
rich mix of businesses that serve as a foundation for its economic vitality.

This study was divided into three sections, each providing a perspective on Palo Alto’s economy. Key
takeaways for each section are as follows:

Section 1: The Business Mix

The Palo Alto business community - even the “tech” industry - is primarily made up of
small businesses (92 percent of all for-profit businesses in Palo Alto have fewer than 20
employees).

Depending on the data source (California Employment Development Department data or EconoVue
data), Palo Alto has between 4,100 and 7,000 businesses, and 92,000 to 114,000 employees (not
including Public Administration). This range is likely due to several distinctions in methodology
between data sources including the counting of sole-proprietorships, reliance on self-reported data,
data reporting year, and assumptions made to estimate suppressed or unavailable data. If looking at
for-profit businesses only (excluding those entities legally tax-exempt through state or federal law such
as hospitals, schools, and nonprofit organizations), Palo Alto has between 3,100 and 5,400 businesses
and 65,000 and 69,000 employees.

1. United States Census Bureau, 2018.

Palo Alto Businesses & Economic Activity | May 2020

5



6

Business concentrations - by industry, geography and size — are important characteristics of the
business community in Palo Alto.

« The top industries in terms of number of businesses and employees in Palo Alto (grouped by two-
digit North American Industry Classification System? (NAICS) code are: Professional, Scientific,
and Technical Services (NAICS code 54); Information (NAICS code 51); Accommodation and Food
Service (NAICS code 72); Manufacturing (NAICS code 33); and Retail Trade (NAICS code 44-45).

« Business activity is primarily concentrated in three zip codes in the City: 94301, 94303, and 94304.
Both Stanford Research Park (SRP) and Stanford Shopping Center (SSC) are located in zip code
94304 which leads to the area’s high concentration of large employers in the Manufacturing and
Professional, Scientific and Technical Services industry segments and also a high concentration of
retail trade.

« Ninety-two percent of all for-profit businesses in Palo Alto have fewer than 20 employees. This
small business dynamic holds true across all industries, even the leading technology industries
that also represent some of the largest employers in Palo Alto (only 15 companies have 500 or
more employees).

Section 2: A Model of Economic Activity

Direct economic output of Palo Alto businesses totaled $35.1 billion in 2018, 65% of
which was accounted for by the top ten (of 236 total) industries.

Utilizing IMPLAN,? an input-output modeling software, economic activity was quantified in 236 out of
546 IMPLAN-defined industry segments in Palo Alto.* Together these industries have an overall Output
(total value of goods produced by industry) of over $35.1 billion and a Value Added (wealth created by
industry activity) of $25.2 billion. The top industries in terms of Output include Internet Publishing and
Broadcasting and Web Search Portals; Software Publishers; and Scientific Research and Development
Services. The top ten industries account for 65 percent of Output across the entire City’s economy.

Section 3: Business Contributions to Palo Alto’s General Fund
Revenues

Palo Alto’s business community contributed 68 percent of the City’s General Fund revenue
from its five major tax revenue sources, totaling $90.5 million in FY 2018-19.

The City of Palo Alto’s General Fund revenue for FY 2018-19 totaled $197.1 million. Five primary tax
revenue sources contributed 67 percent of General Fund revenues: property tax, sales tax, transient
occupancy tax (TOT), documentary transfer tax (DTT), and utility user tax. The business community

2.The North American Industry Classification System (NAICS) is an industry classification scheme that groups establishments by similarity in production process. NAICS is
the standard used by Federal statistical agencies in classifying business establishments for the purpose of collecting, analyzing, and publishing statistical data related
to the U.S. business economy. Revised every five years to reflect a changing economy, the current system was updated in 2017. NAICS reports five levels of Industry
detail, ranging from the 2-digit detail (the most aggregate) to the 6-digit (the most detailed).

3.The IMPLAN (IMpact analysis for PLANning) model is an input-output economic impact assessment software system that combines a set of extensive databases,
economic factors, multipliers, and demographic statistics with a highly refined modeling system in order to provide insights. It utilizes roughly 100 datasets and a
backward-linkage approach (how the model views the interconnection of an industry to other industries from which it purchases its inputs in order to produce its
output), and is used widely by academics at universities across the country.

4.IMPLAN'’s current 546-sector scheme is based on aggregated NAICS codes. IMPLAN pulls data from the Bureau of Economic Analysis’ Regional Economic Accounts
(REA). At the state level, REA reports in 3-digit NAICS detail for employment and income. At the county level, income is reported at 3-digit NAICS but employment
is provided at the 2-digit NAICS detail. The Bureau of Economic Analysis' (BEA) Input-Output tables (showing flow of goods and services making up the production
processes of industries in the US) are updated every five years with the most recent update released in 2018. Other IMPLAN datasets are updated annually.
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contributed approximately 68 percent of the revenue generated from these five taxes or a total of
$90.5 million in tax revenue. In total, businesses contributed 46 percent of the overall General Fund
revenues.

Section 1: The Business Mix

Study Approach and Methods

As a first step in understanding the foundation for economic activity in Palo Alto, multiple sources were
used to identify the businesses located within the city, their industries, and associated employment
levels. Although Palo Alto launched a business registry in March 2015 requiring businesses with a
physical presence in the City of Palo Alto to obtain/renew a Business Registry Certificate (BRC) annually,
a 2018 audit of the business registry found that it was unreliable and understated the number of
businesses in Palo Alto and the number of jobs compared to U.S. Census figures.® It is for this reason
that we examined additional sources.

The two primary sources used in this study included the California Employment Development
Department (EDD) and EconoVue/Dun & Bradstreet®. Each of these sources draws upon different
information to determine the number of businesses and employees as well as to categorize the
primary industry of businesses through the North American Industry Classification System (NAICS).
See Appendix A for NAICS definitions.

« The California EDD data for the number of businesses and employees is obtained on a quarterly
basis through state payroll tax submissions. For the purposes of this study, we relied on the
EDD data compiled by Matrix Consulting Group and presented in the City of Palo Alto Finance
Committee Staff Report (December 17, 2019).° As noted in the staff report, several caveats apply
to the data including assumptions made for missing or suppressed employee data. In addition,
Stanford-related entities could not be filtered out of the EDD data. Lastly, sole proprietorships
without employees were not included since these businesses do not pay state payroll tax. For
businesses with multiple locations in California, EDD integrates the US Bureau of Labor Statistics
(BLS) data collected on the “Multiple Worksite Report - BLS 3020” that requires employers with
multiple locations to report the number of employees at each location. EDD data were from 4"
quarter, 2018.

« EconoVue is a subscription-based platform designed to assist policy makers and economic
development professionals by combining business and labor trends data. EconoVue supplements
the Dun & Bradstreet® database of detailed company information (obtained through public
records, 3™ party verified self-reported data, and information reported directly from vendors
and collection agencies) for each unique business location with additional labor market sources,
including: Quarterly Census of Employment and Wages from the Bureau of Labor Statistics (BLS),

5. Business Registry Audit, City Auditor, City of Palo Alto, August 2018.
6. City of Palo Alto Finance Committee Staff Report, December 17, 2019 (https://www.cityofpaloalto.org/civicax/filebank/documents/74437).
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National Establishment Time Series (NETS), CareerOneStop.org, and Indeed.com. Data were
provided by zip code for the City of Palo Alto, which included zip codes 94301, 94302, 94303,
94304 and 94306 (zip codes 94305 and 94309 are Stanford-specific and were not included in
EconoVue data), allowing for a geographic analysis of industries and their respective businesses.
Data from EconoVue is available at the six-digit sub-sector NAICS code level allowing for a more
refined analysis of the primary industries. Data included sole proprietorships in its accounting of
the number of businesses and employees. EconoVue data were from December 2019.

In addition, entities that are legally exempt from taxation due to state and/or federal laws, including
many of those that are categorized as Health Care and Social Assistance (NAICS 62), Educational
Services (NAICS 61), and Religious, Grant-making, Civic and Social Organizations (NAICS 813) were not
included in a portion of the following analysis.”

Discussion

The City of Palo Alto has a diverse mix of businesses and organizations that contribute to the economic
vitality of the city and the region as a whole. Depending upon the data source, the total number of
businesses ranged from approximately 4,100 to 7,000 (not including Public Administration, NAICS 92)
and the number of employees ranged from approximately 92,000 to 114,000. The two data sources
indicated that between 23 and 25 percent of businesses/organizations were potentially tax-exempt
based on state and federal mandates. When tax-exempt entities were excluded, Palo Alto had between
3,100 and 5,400 businesses and 65,000 and 69,000 employees. Figure 1.1 below provides a comparison
of the number of businesses and employees by broad two-digit NAICS classification by data source
for both for-profit companies and legally tax-exempt organizations. The wide estimate range of the
number of Palo Alto businesses was primarily due to differing data collection methodologies and
sources, the variation in data time period,® and the inclusion/exclusion of sole-proprietorships (in
addition to the inherent uncertainties embedded in any dataset).

7. Both the EDD and EconoVue data do not indicate whether an entity is nonprofit, so all entities within the NAICS codes of 61, 62 and 813 were considered legally tax-
exempt and were removed from a portion of the analysis even though a small number may be for-profit and subject to taxation.

8.The EDD data is from Q4, 2018, EconoVue is from December 2019 (although data collection time periods are unknown).
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Figure 1.1

Number of Businesses and Employees in the City of Palo Alto

Industry

54 - Professional, Scientific and Technical Services
51 - Information

72 - Accommodation and Food Service

33 - Manufacturing

44-45 - Retail Trade

55 - Management of Companies and Enterprises
52 - Finance and Insurance

81 - (excl. nonprofits) Other Services except Public
Administration

56 - Administrative and Support and Waste
Management

53 - Real estate and Rental and Leasing

42 - Wholesale Trade

71- Arts, Entertainment, and Recreation

23 - Construction

48-49 - Transportation and Warehousing

31 - Manufacturing

32 - Manufacturing

11 - Agriculture, Forestry, Fishing and Hunting
22 - Utilities

21 - Mining, Quarrying, and Oil and Gas Extraction
TOTAL FOR-PROFIT:

62 - Health Care and Social Assistance

61 - Educational Services

813 - Religious, Grantmaking, Civic, Professional
and Similar Organizations (Non-profit)

TOTAL TAX-EXEMPT:
TOTAL:

Firms
996
247
21

76
241
19
237

549

126

179
79
50
87
N

16

n/a
n/a
3,141
866
100

60

1,026
4,167

Employment
22,247
14,689
6,005
5,481
5123
3,678
3,016

2,371

2,092

1,302
1,202
875
808
222
132
46
12
n/a
n/a
69,301
23,387
21,307

902

45,596
114,897

EconoVue/Dun&Bradstreet

Firms
1,783
345
272
17
487

51

206

733

317
173
125
185
49
19
61
23

5,475
1,035
225

349

1,609
7,084

Employment
17,895
3,362
4,607
14,962
5,283

n
8,244

1,010

2,823

1,79
2341
703
726
492
91
1,248
M
65
6
65,706
20,747
4,156

1,472

26,375
92,081

Sources: (alifornia Employment Development Department, 4" Quarter, 2018 as presented in City of Palo Alto Finance Committee Staff Report (12/17/2019); EconoVue/Dun &

Bradstreet®, December 2019
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Analysis for the remainder of this section is focused on for-profit industries only to better understand the
business tax base.

The two data sources - EDD and EconoVue - were consistent in identifying the top industry segment
(NAICS 54 - Professional, Scientific and Technical Services) in the City of Palo Alto in terms of the
number of businesses and employment, although there was variation in the actual numbers. According
to EDD data, the top five industries by employment included: Professional, Scientific and Technical
Services (e.g., law offices, computer systems, research and development); Information (e.g., software
publishers, data processing and hosting); Accommodation and Food Service (i.e, hotels and
restaurants); Manufacturing (e.g., computer electronics, medical devices, satellites); and Retail Trade
(including both large stores, such as Tesla and the Apple Store, and smaller shops). EconoVue data
mirrored these same industries with the following exception: instead of Information, Finance and
Insurance (e.g., commercial banking, investment advice, and securities brokerage) was in the top five
industry segments by employment.

Thetwo data sources - EDD and EconoVue - were consistent in
identifying the top industry segment (NAICS 54 - Professional,
Scientific and Technical Services) in the City of Palo Alto in
terms ofthenumber ofbusinesses and employment, although
there was variation in the actual numbers.

Figure 1.2

Top Five Industries by Number of Firms
and Employment by Source - City of Palo Alto

EDD EconoVue/Dun&Bradstreet
Industry Firms Employment | Industry Firms Employment
54 - Profes'swnal, Sflentlﬁc 996 247 54- Profes;mnal, S.ﬂentlﬁc 1783 17,895
and Technical Services and Technical Services
51 - Information 247 14,689 33 - Manufacturing 171 14,962
DL 2 6,005 52 - Finance and Insurance 511 8,244
Food Service
33 - Manufacturing 76 5,481 44-45 - Retail Trade 487 5,283
44-45 - Retail Trade W 513 DAL I m 4,607

Food Service

TOTAL: 1,771 53,545 TOTAL: 3,224 50,991

Sources: (alifornia Employment Development Department, 4" Quarter, 2018 as presented in City of Palo Alto Finance Committee Staff Report (12/17/2019); EconoVue/Dun &
Bradstreet®, December 20719
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The EconoVue data allowed for more refined analysis at the six-digit sub-segment NAICS code level,
which is embedded within each two-digit NAICS code. For example, a detailed view of the industry
category - Professional, Scientific and Technical Services (NAICS 54) - at the six-digit sub-segment level
reflects nearly 5,000 employees at more than 500 Custom Computer Programming Services firms,
even more employees (5,255) among 238 law offices, and just over 1,000 employees at 135 Computer
Systems Design Services companies (such as those focused on hardware/software systems integration).

Figure 1.3

Top Five Industry Segments within NAICS 54
Number of Businesses and Number of Employees by 6-Digit NAICS

NAICS Code NAICS Description Employees
541511 Custom Computer Programming Services 517 4982
541110 Offices of Lawyers 238 5255
541512 Computer Systems Design Services 135 1044
541715 R.esear'ch and Development in the Physical, anineering, and 6 1287
Life Sciences (except Nanotechnology and Biotechnology)

541720 :z:e‘::‘cil:i::d Development in the Social Sciences and 29 708
TOTAL: 982 13,276

Source: FconoVue/Dun & Bradstreet®, December 2019

Of the 45 six-digit industry sub-segments within the broad industry category of Professional, Scientific,
and Technical Services (NAICS 54), the top five sub-segments accounted for over half of all firms and
over 70 percent of employees in this industry.

Employer Size

Overall, 92 percent of for-profit companies had fewer than 20 employees. For example, within NAICS
code 54 (Professional, Scientific and Technical Services), the industry segment with the most number
of firms and the greatest number of employees among for-profit industries, 92.3 percent of businesses
had fewer than 20 employees. Although some of Palo Alto’s largest employers, such asVMware, Palantir,
Tesla, and HP Inc., are categorized in NAICS 54 and other technology-related industry segments and
sub-segments such as NAICS 51 (Information) and NAICS 33 (Manufacturing), these and other industry
segments primarily consist of small employers. The top 15 for-profit employers - all of which are in one
of these three industry segments—represent between 0.3 and 0.5 percent of all for-profit businesses
but a disproportionate share (29 to 31 percent) of employees.’

9.The range is based on the total number of for-profit businesses in Palo Alto from two sources: EconoVue/Dun & Bradstreet®, December 2019 and California
Employment Development Department, 4th Qtr. 2018..

Palo Alto Businesses & Economic Activity | May 2020

1



12

Figure 1.4

For-Profit Industry Segments and Percent of Firms with Fewer than 20 Employees

Industry Percent with fewer than 20 Employees
54 - Professional, Scientific and Technical Services 1,783 91%
56 - Administrative and Support and Waste 733 98%
Management

52 - Finance and Insurance 51 93%
44-45 - Retail Trade 487 89%
51 - Information 345 91%
53 - Real estate and Rental and Leasing 317 93%
72 - Accommodation and Food Service 272 85%
23 - Construction 185 97%
42 - Wholesale Trade 173 91%
33 - Manufacturing 171 84%
71- Arts, Entertainment, and Recreation 125 91%
32 - Manufacturing 61 82%
48 - Transportation and Warehousing 42 95%
11 - Agriculture, Forestry, Fishing and Hunting 23 100%
31 - Manufacturing 19 95%
22 - Utilities 7 86%
49 - Transportation and Warehousing 7 71%
55 - Management of Companies and Enterprises 6 98%
21 - Mining, Quarrying, and Oil and Gas Extraction 2 100%
TOTAL: 5,475 92%

Source: FconoVue/Dun & Bradstreet®, December 2019

Geographic Mix: Zip code concentrations

Businesses are located throughout the City of Palo Alto, defined at the zip code level for this section
of the study as 94301, 94302 (P.O. Box only), 94303, 94304, and 94306. The Stanford University campus
and businesses that are located in 94305 and 94309 (P.O. Box only) were not included in this analysis.
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Figure 1.5
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The zip code of 94304 accounted for 37 percent of all employees and nine percent of all businesses in
Palo Alto. The relatively large percentage of employees given the relatively small proportion of
businesses is reflective of the high concentration of large employers in the 94304 zip code, including

...94304 accounts for 37 percent of all employees working
in Palo Alto and nine percent of all businesses... reflective of
the high concentration of large employers in the 94304 zip
code including both Stanford Research Park... and Stanford
Shopping Center.
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both Stanford Research Park (SRP, which is home to many of the City’s largest employers), and Stanford
Shopping Center. Figure 1.6 indicates the top ten industry segments by two-digit NAICS code and
employment in zip code 94304.

Figure 1.6

Top Ten Industry Segments in Zip Code 94304

By Number of Businesses and Employment by 2-Digit NAICS Code

NAICS Code Employment
54 - Professional, Scientific and Technical Services 164 6,939
44 - Retail Trade 77 1,946
33 - Manufacturing 43 11,127
52 - Finance and Insurance L) 424
51- Information 35 672
53 - Real estate and Rental and Leasing 22 271
72 - Accommodation and Food Service 21 650
45 - Retail Trade 20 772
42 - Wholesale Trade 16 283
32 - Manufacturing 10 512
TOTAL: 450 23,596

Source: FconoVue/Dun & Bradstreet®, December 2019

When analyzed at the six-digit NAICS level, the businesses captured by the Manufacturing (NAICS
33) industry segment primarily consisted of electronic computer manufacturing, other electronic
component manufacturing, and surgical or medical-related manufacturing.

Two key centers of business activity in zip code 94304 are Stanford Research Park (SRP) and Stanford
Shopping Center (SCC):

Stanford Research Park (SRP) currently has approximately 200 tenants (see Appendix B for a map
and directory of major tenants) and a 10 percent vacancy rate.’” Most of its tenants are engaged in
activities reflected in the top two NAICS categories based on employment (see Figure 1.6) —
Manufacturing (NAICS 33), and Professional, Scientific, and Professional Services (NAICS 54). Most of
the largest private-sector employers in Palo Alto are located at SRP, accounting for 11 of the 15
companies identified through EDD data as having 500 or more employees." A list of these companies
appears in the Addendum of this study.

10. Stanford University, January 2020.
11. City of Palo Alto, Comprehensive Annual Financial Report (CAFR), FY 2018-19
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Most of the largest private-sector employers in Palo Alto are
located at [Stanford Research Park], accounting for 11 of the
15 companies identified through EDD data as having 500 or
more employees.

Stanford Shopping Center (SSC) is one of the leading shopping centers in the region, attracting
shoppers from Palo Alto and nearby communities. As of January 2020, Simon Property Group indicated
that there were 138 tenants at the shopping center, including the following major categories: 54
apparel/shoe retailers, four anchor stores, and nine restaurant/fast food or other food retailers. In
addition, several significant retailers in terms of sales revenue are located at SSC, including the Apple
Store and Tesla (See Appendix C for a listing of the number of tenants by retail category). Retail
segments 44 and 45 were two of the top industry segments in the 94304 zip code driven in large part
by the tenants at the SCC.

...several significant retailers in terms of sales revenue are
located at [Stanford Shopping Center], including the Apple
Store and Tesla.

In addition to 94304, zip codes 94301 (including downtown, Old Palo Alto, and the California Avenue
area) and 94303 (encompassing Palo Verde, Duveneck/St. Francis, Triple El) also represented substantial
business activity in Palo Alto:

+ 94301 accounted for 36% of businesses and 27% of employees
+ 94303 accounted for 22% of businesses and 17% of employees

+ 94304 accounted for 9% of all businesses and 37% of all employees

Zip codes 94301 (including downtown, OIld Palo Alto, and
the California Avenue area) and 94303 (encompassing
Palo Verde, Duveneck/St. Francis, Triple El) also represent
substantial business activity in Palo Alto.
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Section 2: A Model of Economic Activity
Across All Industry Segments

Study Approach and Methods

IMPLAN, an input/output modeling software, was used to model the economic activity in the City of
Palo Alto.?The smallest geographic unit available in the IMPLAN software to define a region is zip code;
thus, the parameters used to define Palo Alto included zip codes: 94301, 94302, 94304, and 94306.
Zip code 94303 was not included in this portion of the analysis since the majority of the geographic
territory in 94303 is in East Palo Alto, and therefore outside of the Palo Alto city limits. In addition, as
in Section 1 of this study, zip codes 94305 and 94309 - Stanford University campus and businesses
located in these zip codes outside of the city limits — were also not included. All IMPLAN data are for
2018, and are reported in 2018 dollars.™

In this overview model of the Palo Alto economy, we have not excluded industries such as health care,
educational services, and other traditionally not-for-profit industries that are tax-exempt through state
and federal laws. These industry segments, although not subject to the same tax laws as for-profit
industries, are included in the analysis because they are an integral part of the economic engine of
Palo Alto.

The economic indicators of output and value added were the focus of the IMPLAN analysis. Output is
a measure of the total value of all goods produced within a region in a given year. An industry buys
goods and services (inputs including intermediate expenditures and labor) and uses those goods
and services to create a product of greater value (output) than the sum of the inputs. Output is a
strong measure of economic activity, whereas value added (a subset of output) is an indicator of the
wealth generated or gross regional product in the local economy as a result of industry activity. Value
added is the sum of employee compensation, proprietor income, other property income, and taxes on
production and imports.

Discussion

The regional IMPLAN model generated for the City of Palo Alto supports the business and employment
data presented in Section 1 with respect to the many industry segments that contribute to the City’s
economy.

Total employment was estimated at 115,800 employees with activity in 236 of the 546 IMPLAN industry
segments. Two measures — output (total value of goods produced by industry) and value added (wealth

12. Data in IMPLAN is collected from over 100 national and state data sources, including employment data at the zip code level through the U.S. Census County Business
Pattern (CBP) data. A ratio is determined between employment within a zip code to employment in the county for each industry segment, and this ratio is then
applied to determine other zip code level data.

13. See Appendix D for information regarding the bridge between the 2017 NAICS industry definitions and the 2018 IMPLAN industry definitions. Also included is a
complete list of IMPLAN terms, definitions, and sources.
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created by industry activity) — are key metrics to understanding the breadth of economic activity. The
IMPLAN analysis indicated an overall output of more than $35.1 billion, $25.2 billion of which was
generated in value added which amounted to an estimated value added per Palo Alto employee of
$217,600. For comparison, estimated value added per employee throughout Santa Clara County in
2018 was $241,000."

The top industries in terms of output included Internet Publishing and Broadcasting and Web Search
Portals ($6.3 billion), Software Publishers ($4.6 billion), and Scientific Research and Development
Services ($2.8 billion). The top ten industries had a total output of $22.9 billion and accounted for 65
percent of output across the entire City’s economy. Hospitals and higher education were part of this
top ten list; although these industries in general are tax-exempt through state and federal laws, they
are significant contributors to the economic engine of Palo Alto. When compared to business entity

The IMPLAN analysis indicated an overall output of more
than $35.1 billion and value added of $25.2 billion, which...
amounted to a value added per Palo Alto employee of
$217,600.

data presented in Section 1, the top ten output segments as defined by IMPLAN corresponded directly
to the top ten employment industries as defined by NAICS codes. For comparison purposes, the
corresponding six-digit NAICS codes are presented alongside the IMPLAN industry codes.

The top ten industries had a total output of $22.9 billion and
accounted for 65 percent of output across the entire City’s
economy.

When compared to business entity data presented in Section
1, the top ten output segments as defined by IMPLAN
corresponded directly to the top ten employment industries
as defined by NAICS codes.

14. Joint Venture Silicon Valley, Institute for Regional Studies. 2020 Silicon Valley Index (www.jointventure.org) using data from Moody’s Economy.com.
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Figure 2.1

City of Palo Alto Economic Activity, 2018
Top Ten Industries by Output

Total Value
Added ($)

Industry

NAICS Code(s) Code

Description Output ($)

Employment

Internet publishing and
519130 438 broadcasting and web $6,228,213,848 $3,891,317,990 4,061
search portals

511210 428 Software publishers $4,609,881,023 $4,276,271,270 4,939

541713; 541714; Scientific research and

541715; 541720 £ development services $2,841,702,392 $2,139,774,347 S50

541511 | SECLCTTE $2,048,541,928 $1,684,139,429 7,202
gramming services

622120; 622310 490 Hospitals $1,432,856,931 $964,897,444 5,679

::::;3;541191; 455 | Legalservices $1,348,112,528 $1,050,684,541 4,450

Junior colleges, colleges,
611210; 611230 481 universities, and profes- $1,344,919,540 $1,149,896,436 6,969
sional schools

531120; 531130;

531190; 531210;

531311, 531312 447 Other real estate $1,227,654,440 $782,749,970 3,863

531320; 531390

SR L Other financial investment

523930; 523991; 442 ert $995,022,569 $409,009,262 7316
activities

523999

518210 436 LU L DEIIC $847,288,552 $570,857,087 1,207

and related services

$22,924,193,751 $16,919,597,776 51,223

Source: IMPLAN, 2018

As indicated in Figure 2.2, value added includes four components: employee compensation, proprietor
income, other property income, and taxes on production and inputs. Employee compensation
(defined as total income to the labor factor of production including wages & salaries, other labor
related income like health and retirement benefits and both employee and employer contributions
to social insurance) accounted for 56 percent of value added, followed by other property income at
37 percent (defined as gross operational surplus including profits, capital consumption allowance,
payments for rent, royalties and interest income). Proprietor income refers to income generated by
sole proprietorships; taxes include sales tax, property tax, custom duties, and other taxes and fees less
government subsidies.
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Figure 2.2

City of Palo Alto Value Added, 2018

Component Value ($)
1- Employee Compensation $14,178,780,288
3 - Other Property Income $9,232,708,872
2 - Proprietor Income $1,171,745,395
4 - Taxes on Production and Imports $612,766,808

$25,196,001,363

Source: IMPLAN, 2018

Percent of Total
56%
37%
5%
2%

The top two industry segments with the highest value added were Software Publishers (4.3 billion)
and Internet Publishing and Broadcasting and Web Search Portals ($3.9 billion). Together, these two
segments accounted for nearly one-third of value added generated in Palo Alto. See Appendix E for a
detailed breakdown of all 236 industries active in Palo Alto and their respective indicators.

The top two industry segments with the highest value
added were Software Publishers ($4.3 billion) and Internet
Publishing and Broadcasting and Web Search Portals ($3.9
billion). Together, these two segments accounted for nearly

one-third of value added generated in Palo Alto.
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Figure 2.3

Industry
Code

428

438

464

459

481

455

490

447

436

469

Top Ten Industry Segments by Value Added, City of Palo Alto, 2018

Description

Software
publishers

Internet
publishing
and broad-
casting and
web search
portals

Scientific
research and
development
services

Custom
computer
program-
ming services

Junior
colleges,
colleges, uni-
versities, and
professional
schools

Legal services
Hospitals

Other real
estate

Data process-
ing, hosting,
and related
services

Management
of companies
and enter-
prises

TOTAL:

Source: IMPLAN, 2018

Employee

Compensation

4

$1,553,103,742

$1,749,565,290

$1,443,922,573

$1,477,980,177

$846,334,872

$560,579,788

$803,963,863

$103,676,650

$317,346,461

$404,414,473

$9,260,887,889

Proprietor
Income

)

$4,678,117

-$847,991

$9,357,671

$42,649,974

$2,254,902

$74,362,161

$10,140,627

$188,369,406

$2,440,583

-$2,662,560

$330,742,889
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Other Property

Income

4

$2,683,589,916

$2,100,118,656

$665,748,195

$146,858,609

$282,008,873

$389,931,850

$136,450,002

$470,915,051

$243,612,289

$51,288,602

$7,170,522,043

Tax on
Production

and Imports

)

$34,899,495

$42,482,035

$20,745,909

$16,650,668

$19,297,789

$25,810,743

$14,342,952

$19,788,863

$7,457,754

$3,874,670

$205,350,877

$4,276,271,270

$3,891,317,990

$2,139,774,347

$1,684,139,429

$1,149,896,436

$1,050,684,541

$964,897,444

$782,749,970

$570,857,087

$456,915,184

$16,967,503,698



Section 3: Business Contributions to Palo
Alto’s General Fund Revenues

Study Approach and Methods

Businesses located in Palo Alto contribute to the City’s General Fund revenues primarily through five
tax streams. This section focuses on actual General Fund revenues for the City of Palo Alto during
FY 2018-19 (July 1, 2018 to June 30, 2019) and estimates the contributions by the City’s businesses

through those tax streams.

The City of Palo Alto’s Comprehensive Annual Financial Report (CAFR) for fiscal year ending June 30,
2019, other City staff documents, and the City’s Opengov website were the primary sources used
to understand the City’s General Fund revenues and five primary tax streams. In addition, City staff
estimates of the proportion of tax revenues attributed to nonresidential sources were used to estimate

business contributions to General Fund revenues.

The main components of the City’s General Fund revenues include the following:'

Property Tax: “Under current law, all taxable real and personal property is subject to a basic tax rate of one percent of
assessed value collected by local jurisdictions and school districts for general service purposes. Of the one percent property
tax that is assessed on the property owner, the City of Palo Alto receives 9.4 percent, or 9.4 cents for every property tax
dollar paid to the county. The majority of the tax dollars paid (56.6%) goes to the school district, community college,
and county school service, 15.9% goes to the county, and the remaining goes to special districts and to the state. There
are other taxes and levies on a typical property tax bill such as a parcel tax, General Obligation (GO) bonds, and special
assessments. In Santa Clara County, four countywide levies totaling 1.5 per 100 dollars of valuation and one GO bond
specifically for Palo Alto at 0.01106 per 100 dollars of valuation are levied in addition to the one percent”

Sales Tax: “Sales tax rates are comprised of state, regional, and local assessments and typically vary slightly by city
because of this. Administered by the State of California and the newly established California Department of Tax and Fee
Administration (CDTFA), cities are apportioned their receipts based on the point of sale or for internet sales based on
county pools. Currently the City of Palo Alto has a tax rate of nine percent paid for goods sold within Palo Alto. The City
receives one percent point of the purchase price or 11.1% for each tax dollar paid. The remaining sales tax dollars are
distributed as follows: State of California (5.75 percentage points), Santa Clara County (0.125 percentage point), Santa Clara
Valley Transportation Districts (1.625 percentage points), and the Public Safety Fund (0.5 percentage points).”

Transient Occupancy Tax: “The rate in Palo Alto is 15.5% and is applied to the daily rate charged by a hotel, motel, or
lodging establishment. Most recently, City voters approved two ballot measures, one in November 2014 and one in
November 2018 - increasing the rate from 12% to 15.5%."

Documentary Transfer Tax (DTT): “This tax is applied to the sale of real property within Palo Alto at the time property
ownership is transferred. The State of California has a standard base rate of $1.10 per $1,000 of sale price of which the City
and the County split these proceeds 50/50, each receiving $0.55 per $1,000 of the sale price. The City of Palo Alto has a
non-conforming rate, and the current rate is $3.30 per thousand dollars of sale value. This tax is collected by Santa Clara
County and then remitted to the City.”

15. Finance Committee Staff Report #10392, 6/18/2019.
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Utility User Tax: “The current tax rate for electricity, gas, and water is 5%, and 4.8% for telephone service. These taxes are
charged directly on the monthly billing, and therefore receipts are not transferred or submitted via any separate tax return
except from the utility providers”

Discussion

The City of Palo Alto’s General Fund revenue for FY 2018-19 totaled $197.1 million with a $13 million
surplus. The primary driver of this surplus was higher than expected revenues in sales and property
tax.'® Five primary tax revenue sources contributed 67 percent of General Fund revenues: property
tax, sales tax, transient occupancy tax (TOT), documentary transfer tax, and utility use tax. The
remaining 33 percent of revenues is generated through charges for services, permits and licenses,
rental income, and charges to other funds."” Based on City of Palo Alto estimates for the proportion of
residential/nonresidential contributions for each of the five primary General Fund revenue tax streams,

The City of Palo Alto’s General Fund revenue for FY 2018-19
totaled $197.1 million with a 513 million surplus. The primary
driver of this surplus was higher than expected revenues in
sales and property tax.

the business community (including nonprofits where applicable, such as some sales/use tax, utility
user tax, and DTT) contributed approximately 68 percent of the revenue generated from these five
taxes. For comparison purposes, these five similar taxes accounted for approximately 56.4 percent of
Mountain View'’s General Fund revenue in FY 2018-19.'8

The business community contributed approximately 68
percent of the revenue generated from these five [property,
sales, transient occupancy, documentary transfer, and utility
use]j taxes.

16. Finance Committee Staff Report #10655, 12/17/2019.
17. See paloalto.opengov.com for a breakdown of General Fund revenue sources.
18. City of Mountain View, CAFR, FY 2019.
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Figure 3.1

City of Palo Alto Primary General Fund Revenue by Source, FY 20

Percent of Tax Non-residential Percent of
FY 2018-19 Taxes Tax Revenue ($) to General Fund Contribution through Nonresidential
Revenue Tax Stream ($) Contribution to Total
Property Tax $47,327,39%4 24% $14,908,129 1%
Sales/Use Tax $36,507,728 19% $36,507,728 27%
Transient Occupancy 0 0
Tax (T0T) $25,648,696 13% $25,648,696 19%
Utility User Tax $16,402,044 8% $11,481,431 9%
Documented
Transfer Tax 96,922,609 4% $1,938,331 1%
TOTAL: $132,808,471 67% $90,484,314 68%

Source: City of Palo Alto Comprehensive Annual Financial Report, FY 2018-19

Property Tax: The largest contributing tax stream to the General Fund revenues, accounting for 24
percent in FY 2018-19. Residential land use represented 68.6 percent of the total taxable assessed
value.” For the purposes of this analysis, the remaining 31.4 percent of taxable assessed value was
assumed to be nonresidential amounting to $14.9 million in property tax revenue to Palo Alto.
Companies on Stanford University lands in Palo Alto comprised 34 percent of all non-residential
property tax revenue, including tenants such as VMware, SAP Labs, Tesla, and Google.?®

Sales Tax: Sales tax revenue accounted for 19 percent of total General Fund revenues in FY 2018-19.
Overall sales tax revenues that year were higher than the previous year, largely due to an increase in
sales by auto sales and leasing and restaurants.?’ The “All Other” segment, which accounted for 61
percent of taxable transactions, includes (but is not limited to) health services, government, nonprofit
organizations, non-store retailers, businesses with less than $20,000 in annual gross sales, auctioneer
sales, and mortuary services and sales.?? Included in the “All Other” segment are several SRP tenants —
including HP Inc., Varian Medical, and Tesla — that contribute significantly to Palo Alto’s sales tax revenue
by designating their respective Palo Alto locations as their main point of sale.

Overall sales tax revenues [in FY 2018-19] were higher than
the previous year, largely due to an increase in sales by auto
sales and leasing and restaurants.

19. Finance Committee Staff Report #10392, 6/18/2019
20. Stanford University, January 2020

21. Finance Committee Staff Report #10655, 12/17/2019
22. City Council Staff Report #11020, 3/2/2020

23. Stanford University, Stanford Research Park, April 2020
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Figure 3.2

Restaurants Apparel Stores
12% 6%

Department Stores
5%

Furniture/Appliances
5%

Drug Stores 2%
Service Stations 2%

61%

Source: ity of Palo Alto Comprehensive Annual Financial Report, FY 2018-19

Concentrations of business activity were reflected in the generation of sales tax throughout the City of
Palo Alto. Among the locations for which data was available, both Stanford Shopping Center and

Stanford Research Park contributed significantly to overall sales tax revenue in Palo Alto (26 and 19
percent, respectively).

Among the locations for which data was available, both
Stanford Shopping Center and Stanford Research Park
contributed significantly to overall sales tax revenue in Palo
Alto (26 and 19 percent, respectively).
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Figure 3.3
Sales Tax Revenue by Transaction Location, Palo Alto, FY 2018-19

Location Sales Tax Revenue (millions) Percent of Total
Stanford Shopping Center $7.7 26%
Stanford Research Park $5.4 19%
Downtown University Avenue $3.9 13%
California Ave/Park Blvd/Lambert Ave $0.9 3%

Town and Country $0.6 2%

All Other Areas $10.6 36%
TOTAL: $29.1 100%

Sourece: (ity of Palo Alto Staff/Avenu Consulting, February 2020

Transient Occupancy Tax (TOT): Transient occupancy tax was the third largest contributor of revenue
to Palo Alto’s General Fund (13 percent). TOT increased in FY 2018-19 over the prior year mainly due to
a voter-approved tax increase from 14 to 15.5 percent, effective April 1,2019.2

Transient occupancy tax was the third largest contributor
of revenue to Palo Alto’s General Fund (13 percent)... utility
user tax accounted for eight percent.

Utility User Tax: The City of Palo Alto provides utilities (electricity, gas, and water) to its resident
and business community. Based on the assumption that 70 percent of utility usage overall was
from nonresidential customers,® the utility user tax accounted for eight percent of nonresidential
contributions to General Fund revenue in FY 2018-19.

Documentary Transfer Tax (DTT): Documentary transfer tax is an unpredictable source of tax revenue
dependent upon a mix of residential and nonresidential property sales. Nonprofit entities contribute
to DTT when they sell property that they own. In addition, when ground leases are sold on Stanford-
owned property, DTT is collected. DTT revenues decreased by $2.3 million (or 25 percent) year-over-
year to $6.9 million in FY 2018-19, accounting for four percent of overall General Fund revenue. An
estimated 28 percent of DTT revenue was generated from non-residential transfer of property.?

24. Finance Committee Staff Report #10392, 6/18/2019
25. City of Palo Alto 2030 Comprehensive Plan, 2017.
26. Ibid
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ADDENDUM: Scenario Analysis of Potential
Job Losses

What would happen if Palo Alto businesses had a negative response to a new business
tax or other circumstances that caused either business and/or job loss within the City?

While there is no way to know whether a negative reaction would occur (or to what degree), the
analysis is useful to understand the range of potential impacts. At the time of publication, we were
in the midst of a very uncertain time as a result of the COVID-19 pandemic. The scenarios presented
below were constructed and analyzed prior to the pandemic and resulting shelter-in-place order in
March, 2020.

Various job-loss scenarios are explored within the context of the existing economy to assess the
possible economic impacts of a business tax. Modeled effects on local tax revenues and overall
economic activity are important data points for understanding potential impacts; the results may also
apply should job losses occur due to other economic factors.

Introduction

Throughout 2019 (and as of the time of preparing this reportin early 2020), the City’s Finance Committee
and finance staff have been studying various business tax options. Through this process, consultants
have been engaged to research business taxes that exist in other cities in the region (most recently
Mountain View passed a headcount taxin 2018 that took effect in a phased approach in January 2020).%
Based on this research, consultants determined that the employee headcount business tax model is
the most commonly used business tax type, and perhaps the simplest form of a business tax. As such,
the most recent focus of a potential City of Palo Alto business tax, per directives from the City Council,
has been to explore a general tax based on employee headcount. More specifically, this headcount
tax is aimed at raising approximately $10 million per year; being used for transportation projects and
services, or transportation and affordable housing; having tiers with no additional exemptions and
that charges small businesses a flat minimal amount; and includes an annual reporting requirement
and an escalator clause.?®

The employee headcount model would apply a tax rate, either flat or tiered, to the number of people a
business employs within the City’s boundaries.? The City may choose to make exemptions for certain
types of businesses in addition to the legally required exemptions that include: Nonprofit or charitable
organizations (e.g. nonprofit hospitals), banks and other financial institutions that pay the state in-lieu
tax, small residential care facilities, and small home childcare facilities.?® Per the latest directive from
the City Council, no additional exemptions are being considered as of January 27, 2020.

27. City of Mountain View (www.mountainview.gov/civicax/filebank/blobdload.aspx?BloblD=30747)
28. City Council Action Items, City Council meeting on 1/27/2020

29. Finance Committee Staff Report #10655, 12/17/2019

30. Ibid
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As is noted in City documents, an employee head count tax is “directly related to how many businesses
are in the city and the number of employees at each business. Depending on how the policy is
developed and how the tax definitions are written, the basis will be impacted as companies transition
to alternative employment models (i.e., outside consultants, employees working from offsite locations
outside of city boundaries), which is becoming a trend in consulting and high-tech companies.?" It
is within this context that the following scenarios of potential job loss are presented to expand the
discussion of the proposed employee headcount tax to include possible negative impacts that might
result as a consequence of reactions to a new business tax.

Summary of Findings:

Based on three hypothetical (but not unrealistic) scenarios of potential job losses result-
ing from reactions to a business tax (or other contributing factor), the City of Palo Alto
could face anywhere from 200-2,000 job losses and a decrease of $160 million - $1.6
billion in economic activity, on an annual basis.

The three scenarios focused on a range of job losses at 15 large employers primarily in technology
industries (one percent, five percent, and ten percent job losses across these 15 companies). The range
of impacts on the Palo Alto economy included 200 to more than 2,000 direct job losses and $160
million to $1.6 billion losses in direct output.

Study Approach and Methods

The California Employment Development Department (EDD) data is the primary source that the
City has used to evaluate the employee headcount tax thus far, and is viewed as the future source
of employee data for tax implementation purposes. Based on this EDD data, 15 companies within
Palo Alto were identified as having 500 or more employees (not including legal exemptions such as
hospitals and nonprofits).3? These companies are primarily technology companies that are engaged
in a range of industry segments including: manufacturing of computers, data processing, software
publishers, custom computer programming and research and development, among others. Through
additional research including the list of “Principal Employers”in Palo Alto’s FY 2018-19 CAFR, a review of
company websites and discussions with community and business leaders, the following 15 companies
were identified as the likely 15 large employers in the EDD data. They include (in alphabetical order):

1. Amazon

. Cloudera

. Communications and Power Industries, LLC (CPI)
. Google, Inc.

. Hewlett Packard Inc.

. Machine Zone (MZ), Inc.

N O i hwN

. Palantir Technologies, Inc.

31. Ibid
32. Finance Committee Staff Report - #10655, 12/17/2019, Appendix A
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8. SAP
9. Space Systems Loral (SSL)
10. Tesla Motors, Inc.
11. Tibco Software, Inc.
12. Varian Medical Systems
13. VMware, Inc.
14. Wilson Sonsini Goodrich & Rosati, P.C.

15. Xerox Parc

While there is no certainty that a business tax will result in a loss of employers or any downsizing, the
three scenarios in this analysis are varied enough as to provide a range, but are all within the realm
of theoretical possibility. To model the impact of potential job losses across these 15 companies, we
relied on company employment data presented in the City of Palo Alto FY 2018-19 Comprehensive
Annual Financial Report (CAFR) for “Principal Employers,” and conservative estimates (lowest number
in range) based on the EDD employee ranges of 500-999 and 1000+ for the remaining companies not
listed in the CAFR. Additional sources such as the Palo Alto Business Registry and EconoVue were used
to determine which employee range a company was in and their industry segment.

Through past City-led studies of business tax options, various revenue goals were identified by the City
of Palo Alto based on the following ranges: one percent of General Fund revenue ($2.3 million), five
percent ($11.6 million), and ten percent ($23.2 million).®* These same percentages were used as the
basis for creating three job loss scenarios.

IMPLAN was used to model three job loss scenarios based on losses at 15 large employers (excluding
legal exemptions) and the ranges of one percent, five percent, and ten percent employee reductions.
Direct and indirect impacts are presented to show the broad scope of these job-loss scenarios. Data is
from 2018 and is in 2018 dollars. Direct impacts occur from a change in an industry, in this case a loss
of jobs, and how the City of Palo Alto’s economy would be impacted. The indirect impacts represent
the implications for the supply chain as a result of the direct impacts. The model looks at backwards
linkages in the supply chain and IMPLAN does not assume that the supply chain is solely from local
businesses; the proportion of local vs. non-local purchases varies by commodity and is built into the
IMPLAN system. Induced impacts (those caused from a change in household spending due to a direct
impact) were not included in this model because many employees in Palo Alto live outside the city
limits, resulting in significant leakage (see Appendix D for IMPLAN definitions.)

33. Finance Committee Staff Report #10655, 12/17/2019
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Discussion

Given the recent directives of the City Council to focus on a tiered headcount tax, without additional
exemptions, that would impose a tax increase for each additional employee and that would charge
small businesses a flat minimal amount?, the mix of company size in the economy is significant on
two fronts: the tax revenue-generating outlook for the headcount tax, and which companies and
sectors will be most impacted by the tax. Fifteen large Palo Alto employers were used as the basis
for this scenario analysis. In total, a conservative estimate for employment at these 15 firms is 20,200
(out of the total estimate of 65,700% of employees working at for-profit companies, representing
31 percent of employees). The companies represent three broad NAICS categories: Manufacturing
(33), Information (51), and Professional, Scientific and Technical Services (54). There are thousands of
additional companies operating in Palo Alto that would be subject to a headcount tax, but the EDD
dataindicated that the overwhelming majority of these companies are small employers. EconoVue data
was in agreement, indicating that 92 percent of Palo Alto businesses have fewer than 20 employees.

The tax revenue goal most recently stated by the City Council was $10 million.?® To estimate the
headcount tax revenue that would be generated from these 15 large employers, we used the Business
Tax Head Count model developed by city staff that most closely reflected the $10 million revenue
target (see table in Appendix F - 5% of GF level). The fifteen large employers would generate
approximately $6.9 million in additional revenue (or four percent of FY 2018-19 General Fund revenue).
For comparison purposes using Mountain View’s tiered tax rate® (see table in Appendix G), these same
15 large employers in Palo Alto would generate approximately $2 million in additional General Fund
revenue. These estimates are notwithstanding any potential job losses that may be brought about by
the new tax. If job losses were to occur, not only would the employee headcount tax revenue decrease,
but there would be much larger implications for the Palo Alto economy as a whole, as illuminated in
the following three scenarios.

Based on a directive from the Palo Alto City Council to
generate $10 million in additional revenue as the basis
for further study of a headcount tax in Palo Alto (see table
in Appendix F), the fifteen large employers would generate
approximately $6.9 million in additional revenue (or four
percent of FY 2018-19 General Fund revenue).

34, Palo Alto City Council Meeting, 1/27/2020.
35. Based on EconoVue/Dun & Bradstreet®, December 2019 total number of for-profit businesses in Palo Alto.
36. Palo Alto City Council Meeting, 1/27/2020; Presentation by City Finance Staff to Stanford Research Park, 3/3/2020.

37.The City of Mountain View’s tiered tax rate was used in this analysis because its employee head count tax has been used by the City of Palo Alto as a model to
determine the potential revenue associated with a business tax.
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Scenario 1: One percent job loss

Across the 15 companies, a one percent job loss would result in the direct loss of 202 employees,
and an indirect loss of an additional seven employees in supply chain industries. The resulting impact
across the economy is a loss of 209 employees and a combined economic output loss of $162.5 million
or 0.5 percent of overall economic output. Included in the output loss is a decrease in tax revenue to
the City of Palo Alto through declines in both sales and property tax revenue. Utilizing IMPLAN, this
loss is estimated at $63,546 in sales tax revenue and $342,367 in property tax revenue at the local level.

Figure 4.1

Scenario 1: Impact of 1% job loss at the 15 large employers in Palo Alto

Employment Labor Income Value Added
Direct -202 -$51,555,998 -$94,402,194 -$160,340,271
Indirect -7 -$987,265 -$1,562,078 -$2,187,081

-$52,543,264 -$95,964,273 -$162,527,352

Source: IMPLAN, 2018

Scenario 2: Five percent job loss

A five percent job loss across the 15 companies would result in a combined (direct and indirect) loss of
1,047 jobs, and a total decrease in economic output of $812.6 million or 2.3 percent of total economic
output. Tax revenues at the local level would decline by an estimated $317,728 in sales tax revenue and
$1.7 million in property tax revenues.

A five percent job loss across the 15 companies would result
in a combined (direct and indirect) loss of 1,047 jobs, and a
total decrease in economic output of $812.6 million or 2.3
percent of total economic output.
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Figure 4.2

Scenario 2: Impact of 5% job loss at the 15 large employers in Palo Alto

Employment Labor Income Value Added
Direct -1,010 -$257,779,992 -$472,010,971 -$801,701,354
Indirect -37 -$4,936,327 -$7,810,392 -$10,935,404

-$262,716,319 -$479,821,364 -$812,636,758

Source: IMPLAN, 2018

Scenario 3: Ten percent job loss

A ten percent job loss across the 15 companies would lead to a loss of 2,020 jobs with 74 additional job
losses in the supply chain. The loss of output, both direct and indirect, totals $1.6 billion or a decrease
in economic output in Palo Alto of 4.6 percent. In this ten percent job loss scenario, local tax revenues
would decline for both sales tax (-$635,456, a decline of 1.7 percent from FY 2018-19 levels) and
property tax (-$3.4 million, a decline of seven percent from FY 2018-19 levels).>®

In this ten percent job loss scenario, local tax revenues would
decline for both sales tax (-5635,456, a decline of 1.7 percent
from FY 2018-29 levels) and property tax (-$3.4 million, a
decline of seven percent from FY 2018-19 levels).

Figure 4.3

Scenario 3: Impact of 10% job loss at the 15 large employers in Palo Alto

Employment Labor Income Value Added
Direct -2,020 -$515,559,983 -$944,021,943 -$1,603,402,708
Indirect -74 -$9,872,655 -$15,620,785 -$21,870,808

-$525,432,638 -$959,642,727 -$1,625,273,516

Source: IMPLAN, 2018

38. Percentages based on IMPLAN estimates for tax losses (numerator) and actual sales and property tax revenues (denominator) sourced from Palo Alto CAFR, FY 2018-
19
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Appendix A

North American Industry Classification System (NAICS), 2-Digit Sector Definitions

North American Industry Classification
System (NAICS), 2-Digit Sector Definitions

Sector(s) | Description

N Agriculture, Forestry, Fishing and Hunting*
21 Mining, Quarrying, and Oil and Gas Extraction
22 Utilities
23 Construction

31-33 Manufacturing
42 Wholesale Trade

44-45 Retail Trade

48-49 Transportation and Warehousing
51 Information
52 Finance and Insurance
53 Real Estate and Rental and Leasing
54 Professional, Scientific, and Technical Services
55 Management of Companies and Enterprises
56 Administrative and Support and Waste Management and Remediation Services
61 Educational Services
62 Health Care and Social Assistance
71 Arts, Entertainment, and Recreation
72 Accommodation and Food Services
81 Other Services (except Public Administration)
92 Public Administration*

* There are twenty sectors included in the 2017 NAICS. All sectors, except for 11 and 92, are covered by the Economic Census.

Source: United States Census Bureau
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Appendix B

Stanford Research Park Map and Tenants

900 Arastradero Road Uber 1500 Page Mill Road _ Stanford University Hospital & Clinics
1050 Arastradero Road ~ Astellas Pharma Technologies, Ine. 1501 Page Mill Road  HP Inc,
1050 Arastradero Road - Stanford School of Medicine 1501 Page Mill Road  Trip Actions
1070 Arastradero Road - Stanford School of Medicine 1510 Page Mill Road ~ Reed Smith LLP
Califomia Avenue ~ University Terrace 1530 Page Mill Road ~ Mercari
505 California Avenue  Wells Fargo Bank 1530 Page Mill Road  SNR Denton US LLP
601 California Avenue  King & Spalding LLP 1651 Page Mill Road  Stanford School of Medicine
601 California Avenve ~ Wilson, Sonsini, Goodrich & Rosati 1661 Page Mill Road  Moore Foundation
777 California Avenue  Marcus & Millichap Inc 1661 Page Mill Road ~ Polsinelli LLP
777 California Avenue  Vera Security 161 Page Mill Road Vi
alifornia Avenue  Wilson, Sonsini, Goodrich & Rosati 1701 Page Mill Road  Stanford School of Medicine
California Avenue  Donnelley Financial LLC 1801 Page Mill Road  Amold & Porter LLP

55 California Avenve  Stanford Genome Technology Center 1801 Page Mill Road  Frank, Rimmerman & Co.
ohme

fonia Avenue  Merck Sharp & D 1801 Page Mill Road ~ Gibson, Dunn & Crutcher LLP
975 California Avenue  Merck Sharp & Dohme 1801 Page Mill Road ~ Kenyon & Kenyon L

975 Califoria Avenue  Google 1801 Page Mill Road ~ Squire Patton Bogas

1117 California Avenue Symphony Communication Services il Road  Willke Farr & Gall
1117 California Avenue Paul Hastings Janofsky & Walker 1341 Page Mill Road  Manatt, Phelps, &

3333 Coyote Hill Road - Color Change Technology 1841 Page Mill Road  Perkins Coic, LLP

3333 Coyote Hill Roa 1841 Page Mill Road  Womble Bond Dickinson LLP
3333 Coyote Hill Road ~ Xerox PARC 1891 Page Mill Road  Luminar Technologies

3380 Coy 3145 Porier Drive  Stanford School of Medicine
3475 Do 3150 Porter Drive  Perkins Coic

3495 Deer Creek Road  Pivotal Software 3155 Porter Drive  Stanford School of Medicine
3495 Deer Creek Road  Rubrik 3160 Porter Drive

3500 Deer Creek Road ~ Tesla Motors 3165 Porter Drive  Stanford School of Medicine
2500 El Camino Real ~ Fabrini's Cafe 3170 Porter Drive  Jazz Pharmaceuticals

2500 I Camino Real  Mayfield Place Below Market Housing 3172 Porter Drive

2500 El Camino Real  Vista Center for the Blin 3174 Porter Drive  FX Global Inc.
2600 El Camino Real _ [Under Construction] 3176 Porter Drive
26502780 EI Camino Real Stanford - Palo Alto Community 3180 Porter Drive

Playing Fields 3181 Porter Drive

3000 El Camino Real ~ AlBrain 3210 Porter Drive
3000 EI Camino Real  Bain & Co

3000 EI Camino Real - Bank of America

3000 El Camino Real  Bridges & Mavrakakis LLP
3000 El Camino Real ~ CB Richard Ellis

3000 EI Camino Real  Cooley LLP
3000 EI Camino Real -~ Covington & Burling LLP

3000 El Camino Real  Federal Express
3000 EI Camino Real  First Technology
3000 EI Camino Real - Kaye Scholer
3000 El Camino Real  Major Lindsey & Affica
3000 El Camino Real  Map Royalty

3000 EI Camino Real  Mavrakakis Law Group LLP
3000 EI Camino Real - Brown

3000 EI Camino Real an & Lewis & Bockius
3000 E Camino Real ant Consulting

3000 El Camino Real  Nixon Peabody

3000 EI Camino Real - Orbital Insigh, Inc.
3000 EI Camino Real
3000 EI Camino Real
3000 El Camino Real
3000 EI Camino Real
3000 EI Camino Real
3000 EI Camino Real
3000 El Camino Real

eral Credit Union

Rosewood Family Advisors LLP
Simpson Thacher & Bartlett
Symphony Technology Group
2550 Hanover Street Pillsbury Winthrop, Shaw, Pittman LLP.
2625-31 Hanover Street. Kodiak

et Marcus & Millichap
2627 Hanover Street StartX.
2631 Hanover Street  Oligasis
2675 Hanover Street  Mayfield Fire Station

t

600 Hansen Way  Baker and McKenzic LLP
600 Hansen Way Sauire Paton Boges (US) LLP
620.630 Hansen Way ~ K&L Gates LLP

PsiQuantum
Integral Development

sen Way  Var
3075 Hansen Way ~ McKinsey & Company
3075 Hansen Way  Bank of America
31003140 Hansen Way Varian

3200 Hillview Avenue Ford Motor Company
3200 Hillview Avenue  Lyft

32013251 Hillview  Ford Motor Company
3240 Hillview Avenue  Enjoy Technology

3300 Hillview Avenue  Finnegan, Henderson, Farabow, Garrett,
& Dunner LLP

3300 Hillview Avenue  Genpact LLC
3300 Hillview Avenue  Stanford School of Medicine
3301 Hillview Avenue ~ Docomo Inovations, Inc
33013307 Hillview  TIBCO

3330 Hillview Avenue  Kirkland & Ellis

3340 Hillview Avenue  Venrock

3373 Hillview Avenue  Stanford School of Medicine
3375 Hillview Avenue  Stanford Hospital & Clinics
3400 Hillview Avenue

3420 Hillview Avenue  Electric Pawer Rescarch Institute
3431 Hillview Avenue  VMware

3440 Hillview Avenue  SAP Labs

3450 Hillview Avenue ~ SAP Labs

3460 Hillview Avenue  SAP Labs.

3277 Miranda Avenue  University Club of Palo Alto

3351 Miranda Avenue ~ Foothills Tennis & Swimming Club
Avenue  Google

Avenue  WeWork

Google
Wilson Sonsini Goodrich & Rosati
Bank of New York Mell

Morrison & Foerster

Genencor Interational Inc. (Dupont)
Wilmer, Cutler, Pickering, Hale, & Dorr LLP
Sand Hill Property Company

1001 Page Mill Road  Rubrik Inc.

1001 Page Mill Road ~ Sidley Austin

1100 Page Mill Road ~ [Under Construction]
Zone

1200 Page Mill Road  Machine Zo

1250 Page Mill Road  Machine Zone 8
Graphic Scale: Stanford University Maps & Records

1290 Page Mill Road Graphic Scale: ;z f; Uy mg Maps & Record:

1400 Page Mill Road  Morgan Lewis & Bockius e — evised: June

1400 Page Mill Road  Morgan Stanley Smith Barney 0 250 500 1000 M:\cad-gis\products\basemaps\Stanford Rescarch Park,

Stanford Research Park June 2019.dwg

1450 Page Mill Road__ Argo Al

Source: Stanford Research Park
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Appendix C

Stores by Retail Category, Stanford Shopping Center

Appendix C: Stores by Retail Category,
Stanford Shopping Center

Retail Category Number of Stores
Apparel - Family Miscellaneous 25
Apparel — Women's Better 12
Restaurants - Miscellaneous n
Other GAFO Miscellaneous Categories 10
Wares & Decor 9
Other Food Category - Miscellaneous 9
Personal Services Miscellaneous 9
Personal Care 7
Jewelry - Miscellaneous 7
Fast Food Services - Miscellaneous 7
Apparel —Women'’s Specialty/Access. 5
Home Entertainment & Electronic 5
Anchors 4
Apparel — Men's Miscellaneous 3
Sporting Goods/Bicycle 3
Apparel — Children’s Miscellaneous 2
Shoes —Women'’s 2
All Other Non-GAFO Category - Miscellaneous 2
Apparel — Women's Moderate 1
Shoes — Men’s 1
Stationery/Card/Gift/Novelty 1
Supermarkets - Miscellaneous 1
Automotive - Miscellaneous 1
TOTAL: 137

Source: Simon Property Group, January 2020
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Appendix D

Bridge Between IMPLAN 546 Industry Segments and NAICS Codes (2017)
IMPLAN Description and Glossary of Terms

Bridge Between IMPLAN 546 Industry Segments and NAICS Codes (2017)

IMPLAN data contains 546 sectors representing all private industries in the United States as defined by the North American Industry Classification
System (NAICS) codes.

Link to bridge:

https://implanhelp.zendesk.com/hc/en-us/articles/360034896614-546-Industries-Conversions-Bridges-Construc-
tion-2018-Data

IMPLAN Description and Glossary of Terms

IMPLAN (IMpact analysis for PLANning) is an Input-Output economic impact assessment software system that
combines a set of extensive databases, economic factors, multipliers, and demographic statistics with a highly
refined modeling system in order to provide insights into an industry's contributions to a region, quantify the
impact of a shock to an economy, examine the effects of a new or existing business, model the impacts of

About IMPLAN expected growth or changes, or study the impacts of any other event specific to the economy of a particular
region. The system was originally developed in the 1970s through a collaboration between the U.S. Forestry
Service and the University of Minnesota, and is now maintained by the Minnesota IMPLAN Group (MIG). It uti-
lizes roughly 100 datasets, and utlizes Backward-Linkages (the interconnection of an industry to other industries
from which it purchases its inputs in order to produce its output). For more information about IMPLAN, visit
www.implan.com. Most recent data year is 2018.

Glossary of Terms Used:

Industry Total Industry Output (TI0) is the value of production by industry in a calendar year (Output = Value Added +

Output Intermediate Expenditure)

Value Added Employee Compensation + Proprietor Income + Other Property Income + Tax On Production and Imports

Employee Total income to the labor factor of production. Total cost of labor including wages & salaries, other labor related

Compensation | income like health and retirement benefits and both employee and employer contributions to social insurance.

Proprietor . . . p "

Income Total income to a sole proprietor or self-employed “employee

Other Provert (also known as Gross Operational Surplus) All money collected by an industry that isn't paid into the operations

Tvoe In corl:l o Y| ofthe company. This would include profits, capital consumption allowance, payments for rent, royalties &

» interest income.

Taxes on

Production (Sales tax, property tax, custom duties, and other taxes and fees) less government subsidies

and Imports

Intermediate Repeating everyday materials required to make a final product

Expenditures
"The set of expenditures applied to the predictive model (i.e., I/0 multipliers) for impact analysis. It is a series (or
single) of production changes or expenditures made by producers/consumers as a result of an activity or policy.

Direct Impacts | These initial changes are determined by an analyst to be a result of this activity or policy. Applying these initial
changes to the multipliers in an IMPLAN model will then display how the region will respond, economically to
these initial changes."
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IMPLAN Description and Glossary of Terms

Indirect
Impacts

Local Tax
Definitions

"Effects stemming from business to business purchases in the supply chain taking place in the region.

The impact of local industries buying goods and services from other local industries. These purchases are also
known as intermediate expenditures. The cycle of spending works its way backward through the supply chain
until all money leaks from the local economy, either through imports or by payments to value added. The
impacts are calculated by applying Direct Effects to the Type | Multipliers.

For example, if the direct impact is the construction of a building, the first round of indirect effects will include
a purchase of ready-mix concrete. This purchase of ready-mix concrete spurs the ready-mix concrete manufac-
turing industry to in turn purchase more sand and gravel. This purchase of sand and gravel is part of the second
round of indirect effects. This cycle of spending continues to work its way backward through the supply chain,
with each round of impacts getting smaller and smaller until all money leaks from the local economy by way of
imports, taxes, and profits, which do not generate additional impacts locally.

IMPLAN does not assume that all input purchases are made from local businesses; the proportion of local vs.
non-local purchases varies by commodity and is built into the IMPLAN system."

Geographic definition for tax allocations: The "City" table estimates revenue collected by the City of Palo Alto
based on zip codes 94301, 94302, 94304, 94306, and 94309.

0PI sales taxes paid to Local Governments: The U.S. value comes from NIPA Table 3.5. The U.S. value is distributed
to states based on each state’s proportion of Total General Sales Tax from the Annual Survey of State and Local
Government Finances (SLGF). State government values are then distributed to counties based on total retail
output.

TOPI property taxes paid to State and Local Governments: The U.S. value comes from NIPA Table 3.5. The U.S.
value is distributed to states based on each state’s proportion of Total Property Tax from the SLGF. State govern-
ment values are then distributed to counties based on total Personal Income from the BEA's CAO5 table.

IMPLAN Data Sources:

Output

Value Added

Employment
and Earnings

Total Industry Qutput (TI0) is the value of annual calendar year production. It can be measured either as the
total value of purchases by intermediate and final consumers or as intermediate outlay plus value-added. Output
data for most sectors come from the BEA's Annual Industry Accounts and the Annual Survey of Manufacturers.
Retail output data come from the U.S. Census Bureau’s Annual Census of Retail Trade. Certain other sectors use
information from various other surveys and censuses.

Other Property Income (OPI) primarily consists of corporate income and depreciation, and is one of the most
difficult items to estimate. The BEA releases state-level 3-digit NAICS GDP data, which include the break-out of
GDP into Employee Compensation (EC), Taxes on Production and Imports (TOPI), and Gross Operating Surplus
(GOS). GOS includes both Proprietor Income (P1) and OPI, so OP! for each 3-digit NAICS sector is derived by
subtracting our estimate of Pl from GOS. These control values are distributed to IMPLAN industries based on the
BEA benchmark I-0 characteristics for GOS.

In general, BLS's annual totals from the Quarterly Census of Employment and Wages (QCEW) data provide the
county-level industry structure for the IMPLAN database. The Census Bureau’s County Business Patterns (CBP)
data, along with other data, are used to estimate values for non-disclosed data. QCEW and CBP include only
wage and salary (W&S) employment and income data. Projected BEA Regional Economic Accounts (REA) data
are used to incorporate proprietors, non-covered sectors, and supplements to wages.
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IMPLAN Description and Glossary of Terms

Production
Functions

Taxes

The U.S. production functions, i.e., the list of intermediate goods and services used by an industry to produce

its output, are based on the BEA's Benchmark input-output (I-0) tables (released every 5 years). The U.S.

gross absorption coefficients are adjusted to sum to new output and value-added totals each year. To obtain
sub-national absorption coefficients, the national absorption coefficients are adjusted to match regional Value
Added-to-Output ratios. The assumption is that the local data are correct and the national coefficients need

to adjust to fit the local situation. Applying the trade flow assumptions, i.e., the rate at which each good and
service is procured locally, will then further modify the regional absorption coefficients by removing the imports
(which vary by region and year).

The tax impact report values are based on the existing relationships of the data found in the IMPLAN database.
The sources for these data are listed below, followed by a detailed description of each data element in the tax
impact report.

NIPATables. All items in the IMPLAN data sets are ultimately controlled to the U.S.-level values from the Bureau
of Economic Analysis’ (BEA) National Income and Product Accounts (NIPA). Section 3 of the NIPA tables covers
Government Current Receipts and Expenditures.

Consumer Expenditure Survey (CES). The U.S. Census Bureau annually conducts surveys and diary samplings

of household expenditure patterns (the CES). The survey data are reported for nine different categories of
household income, which we control to the NIPA' Personal Consumption Expenditure (PCE) totals (which are
not split out by income category). From these data, we can establish the tax-to-income relationships for the
nine different household income categories. It is based on these relationships that we can distribute many of the
national-level tax data to states and state-level tax data to counties, using the number of households in each of
the nine household categories in the state or county.

Annual Survey of State and Local Government Finances (SLGF). The U.S. Census Bureau also collects annual
State/Local Government receipts and expenditures data. These data act as preliminary controls for state-level
values (subject to controlling to the national NIPA values).

They also give us the proportional split of the TOPI value amongst the various types (sales, property, etc.). The
actual value of total TOPI (at the state level) comes from the BEA's REA series.

Regional Economic Accounts (REA). The BEA collects and reports income, wealth, tax, and employment data on
aregional state and county basis also. The REA data from these two tables are used to distribute the U.S. NIPA
values to states and counties: Table CAO5 -- Personal Income by Major Source and Earnings by Industry and Table
SA50 -- Personal Tax and Non-tax Payments
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Appendix E

2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Industr Total Employee Proprietor biizs LG
y Description Total Output ployee P Property Production Value Added
Code Employment Compensation Income
Income and Imports

TOTAL: 115,885 $35,143,751,459 | $14,17t8,780,288 $1,171,745395  $9,232,708,872 $612,766,808 $25,196,001,363
Internet publishing

438 vl e 4,061 $6,228,213,848 |  $1,749,565,290 847,991 $2,100118,656 | $42,482,035 | $3,891,317,990
and web search
portals
Software

428 oublishers 4,939 $4,609,881,023 $1,553,103,742 $4,678,117 $2,683,589,916 934,899,495 $4,276,271,270
Scientific research

464 and development 5,539 $2,841,702,392 $1,443,922,573 $9,357,671 $665,748,195 $20,745,909 $2,139,774,347
services
Custom computer

459 programming 7,202 $2,048,541,928 $1,477,980,177 942,649,974 $146,858,609 $16,650,668 $1,684,139,429
services

490 Hospitals 5,679 $1,432,856,931 $803,963,863 $10,140,627 $136,450,002 914,342,952 $964,897,444

455 Legal services 4,450 $1,348,112,528 $560,579,788 $74,362,161 $389,931,850 $25,810,743 $1,050,684,541
Junior colleges, col-

481 1o RS 6,969 §1,344,919,540 $846,334,872 $2,254902 $282,008,873 §19.207,789 | $1,149,896,436
and professional
schools

447 Other real estate 3,863 $1,227,654,440 $103,676,650 $188,369,406 $470,915,051 $19,788,863 $782,749,970
Other financial

442 investment 7316 $995,022,569 $354,479,999 $35,481,563 $8,130,669 $10,917,031 $409,009,262
activities
Data processing,

436 hosting, and 1,207 $847,288,552 $317,346,461 $2,440,583 $243,612,289 $7,457,754 $570,857,087
related services
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468

393

469

M

483

449

43

394

509

46

457

462

2018 IMPLAN Indus

Marketing research
and all other
miscellaneous
professional, scien-
tific, and technical
services

Wholesale -
Professional
and commercial
equipment and
supplies

Management of
companies and
enterprises

Monetary
authorities and
depository credit
intermediation

Offices of
physicians

Owner-occupied
dwellings

Retail - Nonstore
retailers

Wholesale - House-
hold appliances
and electrical and
electronic goods

Full-service
restaurants

Funds, trusts, and
other financial
vehicles

Architectural,
engineering, and
related services

Management con-
sulting services

6,736

998

1,363

847

2,012

742

579

4,110

a7

953

1,918

y Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

$596,944,739

$581,645,060

$542,871,845

$492,621,979

443,596,059

$430,208,589

$406,609,641

$370,579,693

$348,217,905

$311,536,651

$304,052,267

$301,549,393

$167,838,288

$249,720,278

$404,414,473

$119,937,946

$246,826,532

$0

$98,372,994

$101,068,840

$148,048,293

$29,072,679

$175,292,160

$174,149,754

$294,334,236

$2,040,833

-$2,662,560

$290,650

$20,790,217

$4,528,985

$1,852,326

411,565,155

$6,540,057

$8,040,715

$41,505,911
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-$41,435,064

$169,381,483

451,288,602

$239,774,939

$53,730,830

$291,578,996

$238,564,464

$109,610,257

453,923,827

416,029,632

942,438,677

-$4,163,313

$4,259,558

$21,842,708

$3,874,670

$6,367,217

$4,143,049

$48,913,746

$11,887,377

$18,356,141

$21,885,703

$1,598,937

$1,359,126

$1,870,587

$424,997,019

$442,985,303

$456,915,184

$366,370,752

$325,490,627

$340,492,742

$353,353,819

$230,887,565

$235,422,978

$53,241,305

$227,130,679

$213,362,939
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2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Securities and com-
modity contracts
intermediation and
brokerage

440 915 $269,309,289 $159,769,163 $3,635,179 -$14,594,747 $2,031,120 $150,840,715

Computer systems

460 - :
design services

1,012 $244,330,338 $195,326,816 $5,558,004 $4,288,130 $1,873,646 $207,046,595

Other electronic
310 component 733 $236,692,887 $103,460,694 -$18,741 $9,269,425 $2,263,918 $114,975,296
manufacturing

Environmental and
463 other technical 1,666 $225,139,704 $152,142,602 $40,772,210 -$23,517,217 $1,515,906 $170,913,502
consulting services

Semiconductor
307 and related device 222 $214,854,893 $74,780,112 -$4,854 945,496,772 $2,115,493 $122,387,524
manufacturing

Nondepository
139 EUTEEET: 383 $161,275,557 $89,482,862 $1,291,975 $37,237,229 $2,377,150 $130,389,218
ation and related

activities

511 lcitainserd 1,951 §149,596,013 §72,580,764 §13,747,306 $16,716,083 $6,463,712 $109,507,865
drinking places

Hotels and motels,
507 including casino 908 $143,200,127 $63,151,044 $4,353,856 $33,930,580 $4,971,118 $106,406,597
hotels

Pharmaceutical
172 preparation 69 $139,623,996 $15,458,286 $97,736 $62,239,462 $3,343,767 $81,139,251
manufacturing

Retail - Clothing
409 and clothing 1,349 $132,730,803 $37,523,651 $3,903,933 $8,649,906 $22,576,535 $72,654,025
accessories stores

193 IiiferiUeler 3477 §132,392,912 §77,655,087 §11,149,644 42,601,110 §876,317 §87,079,938
family services

Outpatient care

486
centers

605 $129,835,445 $88,552,344 $581,407 $3,555,541 $914,193 $93,603,486

Wireless tele-
34 CITIELS 62 $128,667,732 $7,220,831 $2432 $58,726,534 §1,155,135 §67,104,932
carriers (eX(ept

satellite)
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2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Accounting, tax
preparation,
bookkeeping, and
payroll services

456 79 $128,128,331 $55,515,066 $13,415,398 $30,554,336 $816,205 $100,301,004

Employment

472 )
services

774 $127,976,662 $62,314,828 $600,804 $36,592,276 $400,534 $99,908,442

Grantmaking,
giving, and
social advocacy
organizations

522 430 $125,817,902 $33,785,342 885,432 452,351,495 $2,131,357 489,153,626

484 Offices of dentists 745 $124,898,540 $64,514,353 $6,175,647 $21,729,883 $905,667 $93,325,550

Retail - Electronics
404 and appliance 1,015 $124,144,736 $77,530,902 $2,617,051 -$8,910,633 $15,854,510 $87,091,830
stores

Oiland gas

2 5
b extraction

462 $119,531,387 $0 -$91,576 %0 $14,675,329 $14,583,754

510 t:;:jfa;f:‘“‘e 1,291 §117,938,875 $37,153,464 §5,999,921 §15,009,442 §8,621,690 §66,784,518

Tenant-occupied

wE housing

194 $111,081,761 42,547,986 $8,765,603 482,975,788 $9,043,914 $103,333,290

Irradiation appara-

IE tus manufacturing

196 $109,816,085 $21,802,392 -$6,839 417,388,895 $1,548,592 440,733,040

Nursing and
491 community care 1,150 $107,653,344 $59,188,542 $5,363,359 $3,334,880 $1,857,780 $69,744,561
facilities

* Employment and
542 payroll of local 950 $106,652,103 $97,212,967 %0 $9,439,136 $0 $106,652,103
govt, education

Other computer
related services,
including facilities
management

461 149 $104,566,002 $47,963,104 $630,959 436,785,801 $707,840 $86,087,705

Satellite, tele-
communications
435 resellers, and all 209 $103,305,113 $40,317,906 $7,780 $18,270,334 $812,816 459,408,835
other telecommu-
nications

Maintenance and
repair construction
of nonresidential
structures

60 389 $98,638,087 $28,818,675 $8,953,197 415,476,516 $808,081 $54,056,469

433 Ve Bteaemi- 153 $98,631,051 $24,002,184 $2,717 $35,398,775 §1,231,753 §60,725,429
nications carriers

Wholesale - Drugs
397 and druggists’ 82 495,580,147 $21,587,147 $219,133 936,812,718 $1,907,502 960,526,500
sundries

* Employment
and payroll of
local govt, other
services

544 659 $91,497,703 $83,262,902 %0 $8,234,801 %0 $91,497,703
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2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Business support

473 ;
services

1,012 $90,820,916 $56,248,606 413,847,812 -$9,195,328 $760,529 $61,661,618

Other local govern-

534 ;
ment enterprises

183 $89,416,643 $37,046,587 $0 $27,719,420 -$4,275,250 460,490,757

Construction of
new commercial
55 structures, 527 $88,896,702 $37,896,842 $11,429,625 $9,224,848 $749,570 459,300,885
including farm
structures

Wholesale - Other
39 durable goods mer- 298 $78,179,605 $25,848,034 $1,249,603 $11,294,783 $5,678,524 $44,070,944
chant wholesalers

Wholesale -
400 Wittt 27 §72,849,833 §16,765,681 §1,016,235 §9,859,394 $14,078,109 $41,719,419
goods merchant

wholesalers

Construction of
54 new highways and 264 $70,310,440 $20,300,156 $5,738,089 918,633,442 $315,094 944,986,781
streets

Construction of
new power and
communication
structures

52 290 $70,118,264 $21,438,235 $6,635,985 $20,655,127 $429,368 $49,158,716

Construction
56 CTHraTEy 660 $68,368,153 $48,867,138 §14795710 | -$25339,915 §396,183 §38,719,116
nonresidential

structures

Search, detection,
and navigation
instruments
manufacturing

312 182 $65,724,469 $15,377,185 -$7,337 $9,604,993 $875,959 $25,850,800

Electronic comput-

E er manufacturing

LY $65,712,032 $16,056,393 -$62 $16,003,605 $819,564 $32,879,500

485 Uinasaiiaiit 778 $64,500,051 $22,668,157 $26,601,821 42,749,773 §1,048,737 §47,568,942
health practitioners

Retail - Health
407 and personal care 679 $63,341,594 $30,280,268 $5,233,318 $3,002,312 $5,738,609 $44,254,508
stores

Specialized design

458 q
services

670 $62,037,485 $26,302,530 $22,828,562 $594,829 $1,519,383 $51,245,304

Construction of
53 IRUGHEEE 332 $59,807,800 §25,634,519 $6,251,702 $10,996,367 §262,214 §43,144,802
and vocational

structures

340 Wil 28 $57,789,104 $9,294128 -$472,102 $12,657,014 $247,479 §21,726,519
manufacturing

Construction of
new single-family
residential struc-
tures

57 286 $56,710,844 $20,785,794 $6,734,407 $11,763,054 $475,593 $39,758,847

Retail - Furniture
403 and home furnish- 492 $56,694,546 $25,272,825 $3,837,154 $2,647,787 $7,753,600 439,511,367
ings stores
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2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Travel arrangement
474 and reservation 230 $54,667,377 $20,149,118 $1,944,837 47,643,452 $253,011 $29,990,418
services

Wholesale
399 B % $54,139,478 $2,118,620 $65,200 $3,622,49 $44,137,053 §49,943,370
and petroleum

products

182 ?;:‘V?E:f”‘a"""a' 945 $52,162,070 $23,488,123 $8,453,871 43,870,693 §1,492,920 §29,564,220

m | Retal-Generl 573 51,239,013 22,886,736 325,845 182065 | $10262011 | $35656858
merchandise stores

Construction of
59 other new residen- 199 $51,115,898 $14,847,436 $4,518,837 $9,829,879 $407,741 $29,603,893
tial structures

Lessors of non-
454 financial intangible 8 $50,028,038 $2,018,687 $107,734 944,433,226 $249,346 $46,808,994
assets

517 ::r';:’c';zl are 1,448 $48,247,050 $16,559,332 $35,638,100 515,990,205 §1,625,024 §37,832,251

* Employment and
546 payroll of federal 177 $44,926,431 $28,460,734 %0 416,465,697 0 $44,926,431
govt, non-military

Advertising, public
465 relations, and 198 $44,841,440 $15,745,607 $3,707,818 99,877,364 $496,718 $29,827,506
related services

Child day care

494 5
services

671 $42,882,729 $22,018,667 $5,787,576 $7,185,747 $282,726 $35,274,716

Construction of
51 new manufactur- 218 $41,703,449 $16,175,836 $4,664,785 $5,324,126 $212,140 $26,376,887
ing structures

Elementary and

i secondary schools

681 $41,652,593 $38,786,974 $2,189,421 -$6,289,085 $899,708 $35,587,018

Wholesale -
Grocery and
related product
wholesalers

398 222 $41,399,063 $14,358,991 $610,417 $4,437,627 $1,264,011 $20,671,045

Computer
terminals and
300 other computer pe- 47 $40,149,774 $12,884,648 -$2,164 47,969,774 $386,308 $21,238,565
ripheral equipment
manufacturing

406 -t 39 $38,192,297 $16,243,864 $2,900,091 $3,385,430 $4,298,599 $26,827,984
beverage stores

Wholesale -
Machinery,
equipment, and
supplies

395 19 $36,523,758 $12,303,349 635,885 $7,681,167 $2,519,349 $23,139,751

Wholesale - Motor
392 RIS L I 70 §33,068,388 §7,867,974 §285,061 68,838,141 §1,725,950 §18,717,125
vehicle parts and

supplies
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2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Retail - Miscel-
412 laneous store 31 $28,737,522 $11,535,594 45,535,908 -$188,625 43,881,848 $20,764,726
retailers

All other food

e manufacturing

85 $28,191,508 93,285,727 $44,928 $958,173 $303,682 $4,592,509

Bread and bakery
93 product, except fro- 200 $27,594,322 $7,378,615 $456,244 $1,967,998 $1,102,667 $10,905,523
zen, manufacturing

Insurance agencies,
445 brokerages, and 145 $27,408,538 96,187,330 $466,829 $1,194,905 $280,373 $8,129,437
related activities

Medical and diag-

7 nostic laboratories

88 $26,145,632 $11,238,79% $749,854 $7,704,369 $202,242 $19,895,261

526 Postal service 223 $25,989,731 $23,890,668 %0 $27,241 %0 $23,917,909

Surgical appliance
377 and supplies 62 $25,619,802 45,801,299 $80,685 $3,893,848 $281,193 $10,057,025
manufacturing

Automotive repair
512 and maintenance, 205 $24,906,094 $11,419,178 $5,373,763 -$1,105,150 $2,853,990 418,541,781
except car washes

Fitness and
505 recreational sports 509 $23,518,138 $12,110,181 $453,710 1,448,840 $842,155 914,854,886
centers

470 Gt i 302 $23,380,223 $27,554,786 $3,828,388 -$19,436,708 §93,748 §12,040,714
tive services

513 Car washes 153 $21,722,467 48,767,393 $1,653,525 $1,933,344 $3,417,501 $15,771,763

Religious organi-

521 )
zations

235 $20,685,081 $16,177,451 $136,375 -$11,408,103 %0 $4,905,723

524 lefsemiletit 166 $19,456,185 $5,004,960 $216,308 $5,397,036 $489,186 $11,107,490
organlzatlons

Insurance carriers,

s except direct life

31 $19,443,766 43,864,567 $18,917 $2,552,643 $1,258,327 $7,694,454

Personal and

household

516 . 220 $19,366,571 94,328,126 $17,701,382 -$6,879,910 $1,124311 $16,273,908
goods repair and

maintenance

Other leather and
131 allied product 164 $18,958,677 96,848,652 $1,720 $98,728 $215,610 $7,164,711
manufacturing

Retail - Motor
402 vehicle and parts m $18,278,921 $7,834,579 $805,563 $1,769,965 $3,524,915 913,935,022
dealers

Maintenance and
repair construction
of residential
structures

61 64 $17,300,955 94,687,851 $1,355,171 $3,293,707 $290,443 $9,627,171

425 Book publishers 29 $17,251,389 43,441,480 $55,891 $7,963,561 $160,304 $11,621,237
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2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Maintenance and
repair construction
62 of highways, 141 $17,067,090 $10,503,977 $3,201,467 -$4,580,326 $195,717 $9,320,836
streets, bridges,
and tunnels

* Employment and
539 payroll of state 191 $16,750,473 $15,352,529 %0 $1,397,944 0 $16,750,473
govt, education

508 3;2?:3@'“’“0' 100 §15,399,508 §10,196,416 §588,278 §2,294,514 §233,094 §13,312,302

Business and
523 professional 62 $14,803,943 96,679,804 $164,109 $2,781,497 $296,236 $9,921,647
associations

Construction of
new multifamily
residential struc-
tures

58 88 $14,555,469 96,485,294 $2,061,797 $3,817,784 $87,107 $12,451,982

Other support

478 "
services

94 $14,502,051 96,526,691 $1,025,605 $1,777,290 $98,194 $9,427,781

Retail - Sporting
goods, hobby,
musical instrument
and book stores

410 185 $14,279,744 96,641,631 $1,057,540 856,372 $1,708,185 $10,263,728

* Employment and
payroll of local
govt, hospitals and
health services

543 102 $13,458,309 $12,331,807 %0 $1,126,502 %0 $13,458,309

Commercial
and industrial
453 machinery and 36 $12,404,703 $2,172,905 $1,361,721 $4,045,964 $702,635 $8,283,226
equipment rental
and leasing

Other amusement
504 and recreation 198 $12,336,750 47,201,602 $219,894 -$32,588 $391,966 $7,780,874
industries

Facilities support

an "
services

77 $12,324,907 43,566,754 848,152 $1,392,901 $55,629 $5,863,436

Motion picture and

= video industries

63 $11,963,199 $1,447,283 $576,916 $1,509,687 $677,801 $4,211,688

Scales, balances,
and miscellaneous
297 general purpose 45 $11,928,097 $2,375,532 $79,076 $1,002,274 $139,158 $3,596,042
machinery manu-
facturing

Natural gas

& distribution

12 $11,145,822 $1,738,202 $1,015,636 $2,420,298 $1,047,873 $6,222,009

Local government

S electric utilities

16 $10,679,280 93,158,176 %0 $3,089,456 %0 $6,247,632

Other
miscellaneous
185 chemical product 16 $10,414,045 41,838,472 $75,106 $1,421,969 $147,441 $3,482,987

manufacturing

Other ambulatory

459 health care services

80 $10,404,302 $4,092,586 $2,292,520 $502,089 $91,823 $6,979,017
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2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Wholesale -
Wholesale
401 electronic markets 183 99,897,626 $20,322,916 $1,765,682 -$13,857,595 $166,884 $8,397,886
and agents and
brokers

Heavy duty truck

e manufacturing

9 49,868,643 41,344,970 -$13,348 550,514 $38,931 $1,921,067

Periodical
424 iidhes 42 49,750,019 $4,273,527 $23,100 $2,128,211 $97,697 $6,522,535

News syndicates,
libraries, archives
and all other infor-
mation services

437 50 49,432,266 43,920,131 $316,224 $1,740,912 $103,399 $6,080,666

Retail - Building
405 TEIRAL 68 $9,406,176 $3,359,904 $281,835 $1,449,080 §1,94,564 §7,035,384
garden equipment

and supplies stores

* Employment and
545 payroll of federal 93 $9,405,962 $4,070,421 %0 $5,335,541 %0 $9,405,962
govt, military

16 lcé’g"g‘ir:;"'a' 66 $9,143,803 $5,916,932 $586,515 $270,821 $170,551 $6,944,820

Broadcast and

302 A - 2 $8,986,284 $3,328,886 4522 §1,192,434 §93,320 $4,614,118
cations equipment

manufacturing

Newspaper

E publishers

58 $8,653,901 94,064,725 $106,766 $2,735,107 $81,833 $6,988,430

Performing arts

49 5
companies

107 47,537,545 $1,213471 $834,667 $415,847 $211,128 $2,675,114

Surgical and
376 medical instrument 13 $7,393,320 42,354,290 48,128 $1,536,344 $61,417 $3,960,178
manufacturing

408 ;ﬂ'ﬁa‘“""e 31 §6,939,608 §1,141,35 §3,013,233 §325,004 $902,058 §5,381,650

518 Death care services 59 96,553,286 93,845,187 $102,272 $544,079 $230,572 $4,722,110

152 Printing 45 96,468,667 41,822,398 $187,689 529,192 $63,102 $2,602,380

Motorcycle,
362 bicycle, and parts 13 96,450,230 $262,293 -$37,646 $698,800 $77,693 $1,001,141
manufacturing

467 Veterinary services 46 96,125,446 42,651,435 $250,721 $1,456,774 $54,263 $4,413,192

476 EE:;’(;IC;;S“’ 95 $5,644,024 $2,703,683 $1,108,179 $44,156 §70,636 $3,926,654

Community food,
housing, and other
495 relief services, 51 45,211,408 $2,312,927 $61,124 $349,151 $26,475 $2,749,678
including rehabili-
tation services

Vegetable and

melon farming 40 45,015,269 41,046,582 $1,449,349 $132,928 -$467 $2,628,393
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2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Ice cream and
86 frozen dessert 12 4,876,545 $632,322 43,069 $291,890 $66,615 $993,897
manufacturing

Greenhouse, nurs-
6 ery, and floriculture 21 94,481,012 $1,122,899 $947,854 $401,814 -$760 $2,471,807
production

Construction of
50 new health care 21 94,442,547 91,604,564 $473,556 $1,019,690 $21,367 $3,119,178
structures

525 Private households 205 94,406,254 94,406,254 %0 %0 %0 $4,406,254

Other personal

520 .
services

123 $4,221,512 41,886,449 $3,698,922 -$2,624,701 $166,120 $3,126,791

116 Fabric coating mills 10 $4,184,510 $1,074,792 $18 $337,213 $39,664 $1,451,687

Residential mental

retardation, mental
492 health, substance 52 $4,171,262 $2,537,757 $369,937 $53,838 $47,121 $3,008,654
abuse and other

facilities

Cheese manufac-

82 . 4 $4,059,565 $333,744 993 $108,707 $42,998 485,543

Cutand sew appar-

& el contractors

36 $3,928,917 $2,725,610 $43,687 $27,121 $34,773 $2,831,191

Photographic

466 "
services

67 93,825,024 $420,958 $3,098,286 -$1,108,815 $165,876 $2,576,306

Independent
499 artists, writers, and 146 43,820,263 41,000,083 $1,467,229 356,837 $173,138 $2,997,287
performers

Nonchocolate
74 confectionery n 93,792,585 $181,564 $26,219 967,943 $47,572 $323,298
manufacturing

Landscape and
477 horticultural 53 43,731,639 $1,704,786 $659,529 $57,610 $55,376 $2,477,302
services

Commercial Sports

B Except Racing

14 43,677,574 $2,914,138 $111,044 $17,217 $43,229 $3,085,627

Military armored
vehicle, tank, and
tank component

manufacturing

363 4 43,556,471 $699,548 -$5,373 $954,229 $26,521 $1,674,925

3 Ea':fetrls'fe nsurance 1 §3,141,460 §1,293,389 $446 $344,827 §264,003 §1,903,165

All other
391 miscellaneous 23 42,985,145 $476,749 $104,671 $48,510 $36,408 666,337
manufacturing

Other communi-
303 cations equipment 10 $2,913,209 $462,425 -$924 $218,607 $45,846 $725,953
manufacturing

o Quigsa 25 $2,902,416 $1,186,983 §59,993 $446,873 §27,406 §1,721,255
messengers
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2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Electromedical and
electrotherapeutic
apparatus manu-
facturing

3m 5 82,114,417 $734,051 -$188 $671,211 $34,866 $1,439,940

Automotive
450 equipment rental 10 42,608,073 $428,765 $180,352 $944,760 $233,709 $1,787,586
and leasing

Pesticide and other
170 agricultural chemi- 2 $2,529,897 $128,055 94,491 $365,519 $40,540 $538,604
cal manufacturing

Flavoring syrup
100 and concentrate 1 $2,460,635 961,753 $486 $405,608 $29,037 $496,884
manufacturing

380 Dental laboratories 34 $2,301,97 $874,286 $129,452 -$61,277 $29,375 $971,836

Iron, steel pipe and
tube manufactur-
216 ing from purchased 5 $2,224,201 $502,737 $7,608 486,562 $29,698 $626,605

steel

Dry-cleaning and

519 .
laundry services

30 $2,081,945 $1,224,542 $205,943 $19,717 $89,454 $1,539,656

Truck transpor-

Ay tation

13 $2,073,118 $483,320 371,329 $47,862 $29,963 $932,473

Plastics packaging
materials and

186 unlaminated 4 $1,980,532 $283,750 965,211 $160,669 $14,905 $524,535
film and sheet
manufacturing

38 GitnrenreEe 8 $1,953,663 ) -$1,546 50 $238,698 $237,152
minerals services

Support activities
19 for agriculture and 27 $1,623,495 $1,336,851 $68,164 -$17,523 $36,041 $1,423,534
forestry

Chocolate and
confectionery
manufacturing
from cacao beans

75 2 41,603,521 $171,739 $221 $152,272 $20,697 $344,928

* Employment
and payroll of
state govt, other
services

541 9 $1,277,365 41,165,933 $0 $111,432 $0 $1,277,365

Scenicand

sightseeing
420 transportation and 8 $1,264,487 $434,362 $118,025 $42,748 $19,074 $614,209
support activities
for transportation

Women's and girls'
126 cutand sew appar- 7 $1,177,626 $78,273 $28,719 $16,609 $20,292 $143,893
el manufacturing

Other federal
528 government 5 41,162,338 $382,718 %0 $128,243 -$130,844 $380,117
enterprises
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2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Photographic and
photocopying
equipment
manufacturing

27 2 $1,135,328 $220,491 94,523 $153,405 $9,090 $387,509

Water, sewage and

® other systems

1 $1,036,424 965,829 $794,726 $54,767 $22,813 $938,135

4 Fruit farming 10 41,020,809 $271,666 $403,992 -$30,711 -$64 644,883

Promoters of
performing arts
500 and sports and 7 $988,667 $169,078 $26,988 $128,320 $31,521 $355,907
agents for public
figures

Copper rolling,
224 drawing, extruding 1 $977,795 $106,956 $359 $16,709 $11,226 $135,250
and alloying

Special tool, die,
277 jig, and fixture 7 $940,610 $220,992 $10,185 $97,313 $13,276 $341,766
manufacturing

Transit and
418 ground passenger 28 $929,740 $185,177 $162,741 $157,088 $21,731 526,736
transportation

Paperboard
147 container manu- 2 $843,089 $150,384 48,366 $62,895 98,410 $230,056
facturing

Sign manufac-

385 ;
turing

9 $804,732 $138,845 $47,603 -$33,231 $9,925 $163,143

Household
refrigerator and
home freezer
manufacturing

326 2 $796,148 $7,59%6 $981 47,825 $13,192 $29,595

Metal barrels,
244 drums and pails 3 $777,639 $167,920 $1,281 438,928 $7,107 $215,235
manufacturing

Ship building and

360 -
repairing

3 $762,580 $226,690 -$2,028 $53,652 $4,281 $282,59

Men's and boys' cut
125 and sew apparel 4 $749,324 $322,837 $7,258 441,886 $14,549 $386,529
manufacturing

Aircraft engine
355 and engine parts 1 $742,383 $78,213 -$2,742 487,855 96,609 $169,935
manufacturing

Metal coating
250 and nonprecious 3 $677,005 $150,515 95,652 $122,510 $6,409 $285,087
engraving

Synthetic rubber

[ manufacturing

1 $653,923 $49,155 $4,929 $39,059 $9,927 $103,070

Farm machinery
260 and equipment 2 $648,148 468,529 93,782 $35,384 48,879 $116,575
manufacturing

Construction
262 machinery 1 $639,936 $19,810 $2,473 $24,59 $11,667 $58,545
manufacturing
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Cut stock, resawing
lumber, and
planing

Electroplating,
anodizing, and
coloring metal

Oil and gas field
machinery and
equipment
manufacturing

Analytical labora-
tory instrument
manufacturing

Beef cattle ranch-
ing and farming,
including feedlots
and dual-purpose
ranching and
farming

Local government
passenger transit

Boat building

Directory, mailing
list, and other
publishers

Rail transportation

Household
laundry equipment
manufacturing

Investigation and
security services

All other petroleum
and coal products
manufacturing

Wood kitchen cabi-
net and countertop
manufacturing

Museums, histori-
cal sites, zoos, and
parks

Motor vehicle body
manufacturing

Household
cooking appliance
manufacturing

Prefabricated
metal buildings
and components
manufacturing

Fluid milk manu-
facturing

166

y Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

$524,483

$502,349

$482,162

$478,891

$464,516

$464,468

$411,755

$394,288

$390,578

$377,537

$364,665

$344,208

$321,079

$312,405

$310,397

$309,341

$299,504

$291,162

$101,166

$212,897

$91,369

$141,946

$12,137

$21,726,931

61,451

$77,487

$127,423

$7,156

$289,121

955,504

489,047

$175,437

468,256

45,831

964,254

935,328

-$802

43,564

$2,964

-$21

$234,315

30

-$3,491

$2,313

-$573

$306

45,283

$3,680

$21,607

$634

-$20,132

$340

$2,573

$62

$105,158

$23,833

$21,345

$85,484

$18,175

-$45,862,795

$15,083

$174,852

$58,140

4,406

$1,697

$83,390

$23,529

$14,394

$8,264

$4,334

$27,385

$18,693

$4,295

94,187

47,638

95,677

-$56,563

-$3,260

$3,938

$5,030

-$28,672

95,340

$2,180

$1,351

$1,472

$4,018

$1,510

45,272

$3,167

43,521

$209,818

$244,481

$123,315

$233,086

$208,064

-$24,139,123

$76,980

$259,681

$156,318

$17,207

$298,282

$143,924

$135,655

$194,483

$57,898

$15,776

$97,379

$57,604



263

210

208

921

201

387

189

28

294

328

267

63

105

488

122

123

2018 IMPLAN Indus

Mining machinery
and equipment 1
manufacturing

Abrasive product
manufacturing

Lime manufac-
turing

Rendering and
meat byproduct 1
processing

Glass container
manufacturing

Musical instrument
manufacturing

Laminated plastics
plate, sheet (except
packaging), and 1
shape manufac-
turing

Stone mining and
quarrying

Industrial process
furnace and oven 1
manufacturing

Other major house-
hold appliance 1
manufacturing
Sawmill, wood-
working, and paper 1
machinery

Dog and cat food
manufacturing

Dairy cattle and
milk production

Poultry and egg
production

Manufactured ice 1

Home health care
services

Commercial hunt-
ing and trapping

All other crop
farming

Hosiery and sock
mills

Other apparel
knitting mills

Tree nut farming 3

y Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

$285,749

$283,937

$281,777

$278,223

$274,083

$260,409

$256,231

$243,525

$226,323

$184,554

$169,901

$167,440

$160,136

$154,085

$142,089

$136,281

$119,486

$115,191

495,656

495,216

494,787

453,630

$28,862

$21,795

$48,070

450,381

$22,631

445,742

432,025

$13,556

$3,533

%617

$4,888

$12,995

$14,800

67,318

$66,301

$3,404

459,868

$26,264

426,259

$137,351

$2,106

$2,003

$2,782

$2,084

93,620

$14,293

$18,782

-$5,537

$2,261

$235

$2,965

$239

$30,319

47,760

$650

$64,425

$252

$36,942

$2,607

$2,570

$34,146
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$19,102

$45,642

$25,038

$999

$29,156

-$157

$34,335

$39,198

$5,347

3172

$68

$10,715

-$6,588

-$6,628

-$46,268

-$20,326

$109,911

-$29,633

$4,878

$3,214

-$106,439

$4,193

$4,126

94,190

$4,159

$2,944

93,719

41,866

$14,097

$3,597

$3,153

43,362

$6,288

-$1,226

-$828

$2,577

$1,290

$2,906

-$6,745

$11,420

96,383

$8

$79,032

$80,633

$53,805

$55,312

$86,101

$40,485

$100,725

$79,783

$24,762

$10,093

$7,012

$22,131

$35,500

$15,104

$24,271

$111,690

$116,473

$60,433

$45,170

$38,426

$65,065
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2018 IMPLAN Industry Detail, Palo Alto (94301, 94302, 94304, 94306)

in order of total output from highest to lowest

Forestry, forest
products, and
timber tract
production

1 $94,348 $76,959 %0 95,231 $807 $82,997

Animal production,
14 except cattle and 0 $79,944 $9,926 $96,976 98,013 -$52,049 $62,866
poultry and eggs

2 Grain farming 0 $29,249 94,668 $29,210 -$10,179 -$1,784 $21914
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Appendix F

City of Palo Alto Business Tax Headcount Model

& Passage Rate

Special Tax:  2/3 supermajority vote

Method/Unit of Business Tax — Head Count
Measure Assessed on a business based on number of employees
General/Specific | General Tax: simple majority vote (30 percent plus one additional voter)

Legally Required

Non-profit or charitable organizations (e.g. non-profit hospitals), banks and other financial institutions

Revenue Estimate

Exemptions that pay the state inieu tax, small residential care facilities, and small home childcare facilities.
Flat Rate Tier Rate Structure
Rate Structure {modified EE count Small Medium Large
40,625) 7 employees 375 employees 700 employees
Avg fee: 5855 Avg fee: 583 Avg fee: 519,530 Avg fee: $42,505
x 1% of GF . , . i
o Zé2.3m Tax Rate: S57/EE | Tax Rate: $59+54/ Tax Rate: $355+559/ Tax Rate: $26,305+578/ EE
& = ) EE over 1 EE over 50 over 500
E = 5% of GF Avg fee: 54,290 | Awvgfee: $406 Avg fee: 596,623 Avg fee: $210,923
T2 Tax Rate: $286/EE | Tax Rate: $292+519/ | Tax Rate: $1,723+5292/ | Tax Rate: $133,123+5389/ EE
g =511.6M
& .g EE over 1 EE over 50 over 500
< 10% of GF Avg fee: 58,565 | Avgfee: 5818 Avg fee:  5193,270 Avg fee: $421,870
Y Tax Rate: 5571/EE | Tax Rate: $584+4539/ | Tax Rate: 53,470+5584/ | Tax Rate: 5266,270+5778/ EE
< =523.2M
EE over 1 EE over 50 over 500
N/A Information, Finance, | Professional, Scientific, Information, Professional,
Insurance, Real Technical Scientific, Technical
Examples of
., Estate, Rental,
Businesses . i
Leasing, Professional,
Scientific, Technical
By NAICS code:
- Retail/Trade: 241 businesses, 5,123 employees; 5144K total tax revenue
. - Accommeodation and Food Service: 211 businesses, 6,005 employees; 5145K total tax revenue
Exemptions by - - . -
Coundil policy | 2% 6F $634K | 1% GF:  $284,677 Retail/Trade: $141K
10% GF: 56.4M Accommodation/Food Service = $143K
10% GF: 52,839,467 Retail/Trade: $1.4M
EE’s: 11,128 Accommodation/Food Service = $1.4M
Revenue generated would depend on the tax rate adopted and exemptions chosen. The rates modeled
Total Annual above include the following assumptions/adjustmeants:

- Legally required exemptions
- Exemptions by Council Palicy

Data Source

The primary data source for this tax method and unit of measure would be data from the EDD or self-
reported. The EDD collects business data that is categorized by NAICS code, number of businesses,
number or employees, and tiers businesses/employee head count. In-lieu of self-reported data as staff
recognizes the gaps in current business data verified databases, such as InfoGroup and the California
Secretary of State, are also available.

- Analysis is modeled based on data provided by EDD

This tax model would directly relate revenue to the daily phenomena of the influx of daytime population
"...E' within the City's boundaries and tax this activity as such. However, businesses that are labor driven will
E‘ 2 E hawve a higher employee head count and, based on EDD data, have lower average wages, will be bear a
= ow higher tax based on employee head count. Examples of these industries are retail, social assistance, and
g = food service/hospitality.
3 § Establishing criteria that sets the definition of an employee should be included so that businesses are able
‘% E to accurately report data and remit tax.
i o= - Self-reported employee head count by the business owner would be the simplest method of
= administering this tax, however there is a higher risk that data is reported incorrectly.
E lﬁ A - Structure for this tax model would need to define how to address alternative employea definitions
E‘ a such as working from home, contractor, etc.
=§ "é Administrative Costs: Consultant services and internal staff would be needed in order to administer this
- B tax — the ratio of staffing to consultant would need to be determined.
.E S Tax revenue driver is directly related to how many businesses are in the City and the number of
employees at each business. Depending on how the policy is developed and how the tax definitions are

Source: City of Palo Alto
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Appendix G

City of Mountain View Business License Rates Beginning January 2020

City of Mountain View Business License Rates
Beginning January 2020

i Business Registration and License Tax
Employees
1 $75
2-25 $75 + $5/employee

over 26 to 50 $195 + $10/per employee over 25
510500 $445 + $75/employee for each employee over 50 employees
501 to 1,000 $34,195 + $100/employee for each employee over 500 employees
1,001 to 5,000 $84,195 + $125/employee for each employee over 1,000 employees
5,001+ $584,195 + $150/employee for each employee over 5,000 employees

Source: City of Mountain View, Measure P; Business Registration and License Tax Ordinance
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Silicon Valley Institute for Regional Studies

Housed within Joint Venture Silicon Valley, the Silicon Valley Institute for Regional
Studies provides non-partisan research and analysis on a host of issues facing Silicon
Valley’s economy and society. The Institute also serves as a forum to identify problems
and their underlying facts, and promote dialogue about their solutions.

Joint Venture Silicon Valley

Established in 1993, Joint Venture provides analysis and action on issues affecting
the Silicon Valley economy and quality of life. The organization brings together
established and emerging leaders—from business, government, academia, labor
and the broader community—to spotlight issues, launch projects and work toward
innovative solutions. For more information, visit

www.jointventure.org.

JOINT VENTURE
SILICON VALLEY

INSTITUTE for
REGIONAL STUDIES

100 West San Fernando Street
Suite 310
San Jose, California 95113

P: (408) 298-9330
F: (408) 404-0865

institute@jointventure.org
www.jointventure.org



