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WASHINGTON — Social Security checks 
would still go out. So would tax refunds, but only 
for e-filed returns. Soldiers would remain on duty 
in Afghanistan and Iraq, and sailors off the coast 
of Libya. FBI agents would stay on the job, and the 
mail would be delivered.

Those are some of the ser-
vices that would continue even 
if the federal government runs 
out of money at 12:01 a.m. EDT 
Saturday with no agreement be-
tween Republicans and Demo-
crats in Congress and the White 
House to extend the budget.

But much of the government would shut down.
About 800,000 federal employees would be 

furloughed, including many civilian workers in the 
Defense Department, much of the White House 
staff, and at least some staff in Congress. National 
parks would close. Hand-mailed tax returns would 
go unopened.

BUDGET IMPASSE

In a federal
shutdown, what
actually shuts?
Not the FBI or the Postal Service,
but say goodbye to parks, IRS audits

By John Boudreau
jboudreau@mercurynews.com

SHANGHAI — While many Western re-
tail giants have failed to import their Ameri-
can success to this booming economy, Apple
is winning simply by being Apple.

Not far from the massive glass cylinder 
and spiral staircase that 
lead to Apple’s always
crowded underground
store in the heart of
Shanghai’s gleaming 
financial center of high-
rises and high-end stores
is a shuttered Best Buy.
Home Depot has re-

treated as well, closing a number of outlets as 
its successful American strategy sputtered 
in this emerging economic giant. Mattel re-
cently abandoned its flagship Barbie store in 
this metropolis of 19 million people.

Apple is bucking that trend.
The Cupertino-based company, which

plans to have 25 retail stores open in China 
in coming months, has imported its retail 

CHINA’S APPLE
INFATUATION

Fanatical following helps
valley powerhouse thrive as
other Western retailers flop

By Tracy Seipel
tseipel@mercurynews.com

San Jose’s Redevelopment Agency, the power-
ful body that helped revive the city’s once-mori-
bund downtown, went on life support Wednesday 
as almost half of its remaining 
staff was laid off.

Short of a miracle, city offi-
cials say, most of the 31 that are 
left may be let go by the end of
June, leaving only a handful of 
people to oversee the few proj-
ects left.

“It’s a historic moment for 
San Jose and the Redevelopment 
Agency,” said Terry Christensen, 
a San Jose State political science 
professor. He said the agency, 
born 11 years after World War 
II ended, played a central role
in the city’s maturation from a 
sleepy suburban town into the 
nation’s 10th largest city. Its investment in what is 
now North San Jose’s tech corridor, Christensen 
added, “helped us become the capital of Silicon 
Valley.”

The stunning turn of events had been hinted at 
in the agency’s own budget projections last year,

REDEVELOPMENT

Layoffs 
nearly
halve
agency
Office that helped revitalize
San Jose expected to ax most of 
remaining staff by end of June
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By Sandeep Ravindran 
sravindran@mercurynews.com
Spring is in the air, and 

for many people that means 
sneezing, itchy eyes and runny 
noses. This year’s allergy sea-
son has been slow to start, but
with the weather warming up,
Bay Area residents can expect
to stock up on Kleenex through
April and May.

And, yikes, allergists warn,
maybe even into June.

“Mother Nature came in
this year with the rain and
cooled temperatures down, so 
pollen counts haven’t been that 
high yet,” said Alan Heller, an
allergist in San Jose. “Once
it’s warmer, drier, and a little
more windy, we expect a ro-
bust allergy season.”

As the weather has warmed
up over the past couple of

Bless you, gesundheit, salud: It’s allergy season!
SPRING SNEEZING

As weather warms, allergists predict robust season

INTRODUCING

ONLINE EXTRA: Have you noticed that your allergies are worse
this year than last? Vote in our poll at www.mercurynews.com/extra.
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An Apple Store lights up the Shanghai sky last month. The Cupertino-based tech giant has four stores in China so far.

Apple employee Punk Wu assists Zi Wang, center, and her mother, Yu 
Jing Gong, in Shanghai. Wang says she likes the store’s sophistication.

Mavrogenes
Agency’s
chief said his 
staff “knew
something was
coming.”

ONLINE EXTRA
View photo
slide show
and get more 
Apple coverage
at www.
siliconvalley.com.

$1,000 25 10%
Price on the black
market for an iPad 2,
which is not officially
on sale yet in China
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to come from China
within five years

WHAT YOU CAN DO
Minimize exposure to pollen
from trees, grass and weeds, 
particularly on dry, windy days.
Keep car windows closed, wear
sunglasses.

Prepare for flare-ups in May 
and June, when grass pollen 
counts rise.
MCCLATCHY-TRIBUNE
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weeks, Heller already is seeing 
an increase in allergy patients. 
 He expects a busy April, with 
the allergy season peaking in 
May. That’s when the air is full 
of pollen from both trees and 
grasses.

Epi Ceja, a San Jose resi-
dent, said he’s already suffer-
ing, even though he usually 
doesn’t get allergies until May. 
“It’s been a crazy year; I’ve 
never had allergies before at
this time,” he said.

Seasonal allergies, usually 
called “hay fever,” often occur 
in spring. But they can appear 
throughout the year. They oc-
cur when the body’s immune 
system overreacts to an ir-
ritant, such as pollen, and re-
leases chemicals that produce 
an allergic reaction.

Prevalence increasing
According to the American 

Academy of Allergy, Asthma 
and Immunology, about 60 mil-
lion people in the United States 
suffer from seasonal allergies, 
and their prevalence is increas-
ing. From 2000 to 2005, the 
cost of treating these allergies 
almost doubled from about $6 
billion dollars to more than $11 
billion, more than half of which 
was spent on prescription med-
icines.

Aimee Frizell, who has lived 
in San Jose all her life, said the 
dry weather here makes her 
runny nose and sneezing worse. 
Her allergies initially were sea-
sonal, but now she suffers the 
whole year, she said.

The main causes of allergies 
change from month to month, 
said Anjuli Mehrotra, an aller-
gist with the South Bay Allergy 
and Asthma Group. The tree 
allergy season starts in Janu-
ary or February, fi rst with ce-
dar and juniper, then pine, and 
currently oak and mulberry, 
she said.

“Tree pollen counts are re-
ally high in the South Bay. And 
we should soon see grass pollen 
in April and early May,” Meh-
rotra said.

And while most people are 
waiting for warmer weather, if
you’re allergic to tree pollen, it 
may be time to do a rain dance. 

“If it were to begin raining
again, that would be the best al-
lergy medication,” said James 
Wolfe, a clinical professor at 
Stanford University.

But even that relief would be 
temporary. “In May and June, 
this valley has the highest grass 
pollen counts in the world,” 
Wolfe said. “It’s dreadful.”

Season lasting longer
People with seasonal aller-

gies should try to minimize 
their exposure to pollen from 
trees, grass and weeds, Mehro-
tra said.

“Wear sunglasses, keep your 
car windows closed, and limit 
your outside exposure, particu-
larly on dry, windy days when 
there’s a high pollen count,” 
Mehrotra said.

Local pollen counts are 
available at the American 
Academy of Allergy, Asthma 
and Immunology’s website:
http://pollen.aaaai.org/nab/in-
dex.cfm?p=pollen.

“One concern is that allergy 
season is starting to extend lon-
ger, probably because of global 
warming,” Mehrotra said. A 
recent study found that milder 
winters and warmer weather 
have been increasing the length 
of ragweed pollen seasons in 
North America since 1995.

Heller suggested that pa-
tients prepare themselves for 
a sudden fl are in allergies once 
both tree and grass pollen 
counts rise.

“Pollen counts get so high 
that everyone’s going to have 
problems at the same time,” he 
said.

Contact Sandeep Ravindran
at 408-271-5064.

Allergies

well before Gov. Jerry
Brown’s proposal in Janu-
ary to kill 425 redevelopment
agencies statewide and seize
the $5 billion they annually
collect in property tax, di-
verting that money to schools
and local governments.

“It’s a very sad day,”
agency chief Harry Mavro-
genes said, adding that he had
prepared the staff for the bad
news in the past few weeks.
“They knew something was
coming.”

He blamed the agency’s
woes on several factors, in-
cluding a huge drop in prop-
erty assessments caused by
the economic crash, large
debt, raids by the state to

help balance its budget and 
what he called an “unsus-
tainable agreement” to pay 
$300 million to Santa Clara 
County over the past decade 
to make up for lost property 
tax revenue.

Focus of contention
Redevelopment agencies

collect the difference between
thepropertytaxlevelofanarea
when’s it’s declared blighted
and the subsequent increase 
in property tax after the area
is revitalized. But schools and
counties have long complained
that they siphon off desper-
ately needed revenue.

The predicament of
San Jose’s Redevelopment
Agency, said Steve Stavis,
Santa Clara Unified School
District superintendent,
“doesn’t surprise me because
of the way they do business.

They made promises they 
could not keep, and they 
knew it.”

Stavis was referring to ne-
gotiations he has participated 
in between the district, the 
redevelopment agency and 
housing developers.

Despite the district’s ap-
parent agreement with the 
agency, he said, “We never 
got a dime.”

The layoffs represented 
the third major round of cuts 
in the past 18 months. Mavro-
genes said the reductions are 
necessary to “right size” the 
agency, which in recent years 
has witnessed an ever-dwin-

dling workload.
Other than a much-hoped-

for baseball stadium in down-
town San Jose, a 700-plus-
unit housing development in 
the area north of downtown’s
San Pedro Square and in-
frastructure improvements 
within the agency’s 21 project 
areas, there isn’t much left on 
the agency’s plate.

The to-do list stands in 
marked contrast to the agen-
cy’s importance in the past 
several decades, when more 
than $1 billion in agency funds
helped reshape the city’s core 
with projects such as the HP 
Pavilion, the Fairmont Hotel,
the Tech Museum and the
city’s convention center.

Unless the economy turns 
around quickly, the agency 
will soon be left with only 
enough cash to service its 
$2.5 billion debt.

But Mavrogenes said it’s 
too early to write the agen-
cy’s epitaph.

“There’s a lot of uncer-
tainty right now about the 
future of redevelopment in 
California,” he said. “But at 
this moment, it looks like it 
may survive.”

End may not be near
Not only does  Brown

not have the handful of Re-
publican votes he needs to 
eliminate redevelopment 
agencies, but the California 
Redevelopment Association 
is pitching alternate propos-
als to keep the agencies alive
— and some legislators have 
reacted positively.

Brown has rebuffed the 
proposed compromises. As-
suming his own proposal 
goes forward, agencies could 
be eliminated as early as July 

1 by a two-thirds vote of the 
Legislature, said H.D. Palmer, 
a state Finance Department 
spokesman.

Palmer said the legislators 
could vote to keep the agen-
cies, “but they’ll have to fi nd
$1.7 billion somewhere in the 
budget to offset that amount,” 
whether it’s from education, 
public safety or health and 
human services.

Christensen, the San Jose 
State professor, said for all 
the great things the agency 
has done, it was never sup-
posed to last forever.

“Their goals should be 
achieved and they can fade 
away,” he said.

But, he wondered aloud, 
“I’m not quite sure we’re 
there yet in San Jose.” 

Contact Tracy Seipel
at 408-275-0140.

Layoffs ONLINE EXTRA
More San Jose politics at 
www.mercurynews.com/
politics-government.

philosophy to four stores in China so 
far — two in Beijing, two in Shang-
hai — and has created an instant fol-
lowing among consumers who can 
be as fussy and demanding as any in 
the world.

Its first China store, a split-level 
space located in a pricey shopping 
and nightclub area of Beijing called 
Sanlitun, is packed like a hot night-
club itself most evenings. The new 
16,000-square-foot Shanghai out-
let — located in the shadow of the
iconic Oriental Pearl Tower — has
the minimalist aura of an art gallery 
where customers carefully examine
iPhones, iPads and MacBooks as if
they were Van Goghs.

The Apple experience
As in the United States, Apple in

China has a certain corporate celeb-
rity status — though on this side of
the Pacific, the affection comes with 
a particular Chinese intensity. Shop-
pers pose for pictures in front of Ap-
ple’s products and logo. Last fall, the 
launch of the iPhone 4 created such
a frenzy that fighting broke out at 
the Sanlitun store, which was tem-
porarily shut down before reopen-
ing with a squad of security guards
posted throughout the outlet.

The iPhone 4 is still in short sup-
ply while Apple’s iPad 2, which has
yet to officially go on sale in China, 
is selling for at least $1,000 on the 
black market, hundreds more than 
its retail price.

Some Apple products are more 
expensive in China than in the
United States. For instance, the 13-
inch MacBook Air with 128GB of
flash storage sells for about $1,604 
in China, about $180 more than it 
does in the United States, including
tax. But prices of the first version of 
the iPad, still being sold in Apple’s
China retail stores, are about $100
less.

Apple’s stores — and the per-
sonal attention employees in T-
shirts shower on customers at the 
Genius Bar and during one-on-one 
tutorials — are well-known in the
United States, but there has never
been such a retail experience in
China, observed James Roy with the
China Market Research Group.

“It’s very awe-inspiring,” said Shi
Yong, 30, who visited Apple’s store
in Shanghai’s Pudong area two con-
secutive days last week. “Visually,
it’s very stimulating.”

The experience could not be
more different from typical elec-
tronics malls in China, where prod-
ucts are hawked by barker-like ven-
dors jammed in cubicle retail spaces 
along narrow aisles.

“Chinese people like to try things 
before buying them,” said Zi Wang, 
a 26-year-old postgraduate student
in environmental studies who was 
also visiting the Shanghai outlet. 
“It’s a very sophisticated way to in-
troduce your products.”

While Apple currently captures 
only a sliver of China’s consumers,
the country’s 300 million-mem-
ber middle class includes many 
upwardly mobile consumers with 
money to burn.

“Apple’s moment is here,” said 
retail analyst Paul French of the 
Shanghai-based firm Access Asia. 
“There is now enough of an urban 
middle class with enough money to 
afford Apple products. Five years 
ago — or even two or three years 
ago — there weren’t enough of 
those people.”

Increasingly, Apple is looking
to image-conscious Asia for new 
growth. During the company’s
most recently completed quarter,
“greater China” — which includes 
mainland China, Hong Kong and 
Taiwan — garnered Apple $2.6 bil-
lion in revenue, up four times from 
the same period a year ago. While 
it still represented only a slice of
the company’s quarterly sales of
$26.74 billion, Apple Chief Oper-
ating officer Tim Cook called the 
growth “phenomenal” during a con-

ference call with analysts.
“We, several years ago, identifi ed

China as our top priority and we put 
enormous energy into China,” he 
said. “The results of that have been 
absolutely staggering.”

Piper Jaffray analyst Gene Mun-
ster, who regularly visits Asia, be-
lieves mainland China alone —  ex-
cluding Hong Kong and Taiwan 
— will represent 10 percent of Ap-
ple’s revenue within fi ve years, up 
from about 2 percent now.

China-specific strategy
Munster, though, said Apple 

will have to devise a China-specifi c
strategy for the country’s economi-
cally tiered citizens by rolling out 
lower-end iPhones, much like it has 
done with its iPods, to tap into those 
lacking the buying power of fl ashy
entrepreneurs and newly wealthy 
professionals. iPhone 4s that don’t 
come with multiyear carrier con-
tracts and subsidies cost at least 
$600 each.

“That is prohibitively high for 
most people,” he said. “The iPhone 
is going to be huge in China. That’s 
a given. But if Apple wants it to fl ow
out across China, it has to come up 
with lower price points.”

For now, Apple has shown it
can do what many other American 
retailers can’t — succeed in China, 

analysts say.
Best Buy, for instance, tried to 

compete with two very strong lo-
cal competitors, Gome and Sun-
ing, which offered similar products 
at lower prices, Roy said, adding,
“They could not make money off 
software or video games like it can 
in the U.S. because the vast major-
ity of consumers in China buy pi-
rated versions.”

While many Chinese buy cheap 
knockoffs of Apple products, plenty 
of others are more than willing to 
pay top price for originals — and 
the reliability and status that comes 
with them.

At the Pudong outlet — a spa-
cious store awash in natural light 
that French calls “the Temple of Ap-
ple” — product adoration crossed a 
number of age groups one recent af-
ternoon, from teens sipping milk tea 
to professionals getting assistance 
on Macintosh software. Young cou-
ples cuddled over iPads as music, 
from hip-hop beats to the Beatles, 
filled the air.

“They’ve got great products and 
they are doing this at a time when 
Chinese consumers are feeling bull-
ish and have some money,” French 
said.

Contact John Boudreau
at 408-278-3496.

Apple
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Apple offers a tutorial in its Shanghai store. The attention employees shower on customers is a new experience for Chinese consumers.

“Apple’s moment is here. There is now enough of an urban middle class 
with enough money to afford Apple products. Five years ago — or even

two or three years ago — there weren’t enough of those people.”
— Paul French, retail analyst

 The underground Apple store in Shanghai is located near the iconic Oriental Pearl Tower.
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