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The California Economy and Emerging Domestic Markets
California is the eighth largest economy in the world, with a gross state product of over $1.5 trillion.  The state's significance in the global marketplace results from a variety of factors, including:  its strategic west coast location, providing direct access to the growing  markets in Asia; its diverse regional economies; its large, ethnically diverse population, representing both a ready workforce and significant consumer base; its access to a wide variety of venture and other private capital; its broad base of small and medium-sized businesses; and, its culture of innovation and entrepreneurship, particularly in the area of high technology. 

The state's economy is not dominated by a single industry; rather it is comprised of a variety of industry clusters throughout the state.  California's largest industry sectors are trade, transportation, and utilities, which encompass major retail outlets, import-export businesses, transportation, and warehousing.  The state leads the nation in export related jobs.  Other major nongovernmental industries include professional and business services, educational and health services, and manufacturing.  

In 2004, direct sales from California agriculture were approximately $32 billion, an increase of 10% from the previous year.  California has some of the most productive agricultural regions in the world.  Nearly 30% of California's agricultural production is exported.
California's business owners and workers are very diverse.  A 2000 report by the Milken Institute’s Center for Emerging Domestic Markets in collaboration with the U.S. Department of Commerce, found that minority-owned firms are surpassing the growth of all U.S. businesses, growing at a rate of 17% per year, six times the growth rate of all other firms.  Minority firms’ sales are growing 34% per year—more than twice the rate of all other firms.  

These findings should be expected as the general population of the U.S., and California, in particular, is becoming substantially more diverse.  The 2000 census reported California as being a state with no single majority ethnic group.  It is expected that when the 2010 census is undertaken, the Latino population will be reported to have grown to over 50% of the general population of California.

The Milken Institute’s report also found that of the estimated $95 billion in the private equity market in 1999 (nationwide), only $2 billion is managed by companies whose focus is supplying capital to entrepreneurs from traditionally underserved markets.  Despite advances in venture capital, mezzanine debt, and asset-backed securitization, the vast majority of minority firms do not have access to the types of financing available to larger companies.

These demographic shifts will likely have significant impact on California’s economy.  Aggressive new policies may be needed to enhance minority and women business owner’s access to credit and other types of business assistance.

Below is a summary of the legislation heard by JEDE during the 2005-06 Legislative Session relating to improving the state's economic development climate and increasing investments in emerging domestic markets.
AB 31 (Parra):  California Partnership for the San Joaquin Valley
This bill creates the California Partnership for the San Joaquin Valley for the purpose of increasing the living standards and the overall economic performance of the Central Valley.  Through executive order S-5-05, Governor Schwarzenegger created a substantially similar entity, which sunsets in November 2006.  A new executive order has been signed expending the California Partnership for the San Joaquin Valley for at least another year.  Status:  Held on the Senate Floor.

AB 237 (Arambula):  Economic Development and Infrastructure Finance

This bill makes numerous changes to California's economic development programs and services including:

1) Authorizing the Secretary of the Business, Transportation, and Housing Agency (BT&H) to join the Secretary of the Labor and Workforce Development Agency (Labor Agency) as a co-convener of the Economic Strategy Panel (ESP).
2) Authorizing the Secretary of BT&H to jointly develop with the Secretary of the Labor Agency the California Economic Development Strategic Plan.


3) Establishing a local assistance program for small and rural communities in need of technical assistance in applying for and obtaining financing for local infrastructure financing.
4) Authorizing ESP to be a policy advisor to the Infrastructure and Economic Development Bank, in addition to its other existing duties.

Status:  Held in the Senate Appropriations Committee.
AB 485 (Arambula):  Master Business License Center
This bill requires the State and Consumer Services Agency to conduct a feasibility study on creating a Master Business License Center (MBLC) for the purpose of simplifying the process of engaging in business in California.  The purpose of the MBLC is to increase regulatory compliance in the business sector, increase revenues to the state, and improve the customer service experience for businesses.  Status:  Held on the Senate Floor.

AB 732 (Leslie):  California Neighborhood Initiative
This bill enacts the California Neighborhood Initiative that would require the Governor to designate an agency that would certify, and annually recertify, up to 25 California renewal communities within the state.  These communities would be linked with available funding, public or private resources, and specified state resources.  Status:  Held in the Assembly Jobs, Economic Development, and the Economy Committee. 
AB 957 (Haynes):  California New Markets Venture Capital (CNMVC) Program
This bill authorizes the creation of the CNMVC Program and authorizes BT&H to enter into participation agreements with eligible companies, to guarantee the debentures of companies to facilitate investment in low- to moderate-income geographic areas, and to make grants to CNMVC companies.  Status:  Held in the Assembly Jobs, Economic Development, and the Economy Committee.
AB 1004 (Nava):  Commission for Economic Development
This bill requires the Commission for Economic Development to assess programs to further the economic development of the state.  Additionally, this bill specifies that one of the purposes of the commission is to provide continuing bipartisan assessment for the best overall economic development of the state to the legislative branch, executive branch, and private sector.  Status:  Held in the Assembly Jobs, Economic Development, and the Economy Committee.

AB 1139 (Dymally):  The Economic Development Incentives Act 

This bill requires the Department of Finance to submit an annual Unified Economic Development Budget to the Legislature that includes all expenditures for economic development during the previous fiscal year.  Status:  Failed passage in the Assembly Jobs, Economic Development, and the Economy Committee.

AB 1516 (Arambula):  Economic Strategy Panel (ESP) Membership
This bill requires at least two appointees to the ESP convened by the California Labor and Workforce Development Agency be local economic development practitioners.  Status:  Vetoed by the Governor.
Veto Message:

"I fully support the work of the Economic Strategy Panel to examine and report on California's diverse economic regions, industry clusters, and cross-regional economic issues.  The current requirements for appointments to the Panel are reflective of California's population and provide for the possibility of many different perspectives on California's economy.

Unfortunately, this bill unnecessarily limits the diversity of the Panel by requiring appointments from a specific organization whose purpose is not necessarily reflective of the Panel's broader goals.  In addition, I cannot support codifying a private organization's right to appoint individuals to a public board.  Not only is this questionable public policy, but it opens the door for similar organizations to request this authority."
AB 2052 (Haynes):  California New Market Venture Capital Program

This bill creates the California New Markets Venture Capital Program, which guarantees the debentures of certified companies to support investment in small enterprises located in low- or moderate-income geographic areas, and makes grants to community development corporations.  Status:  Held in the Assembly Jobs, Economic Development, and the Economy Committee.
AB 2570 (Arambula):  Community Reinvestment

This bill requires the Secretary of BT&H establish a statewide partnership with business and industry sectors to develop a strategy to attract new private investment to the state.  In addition, the bill requires public pension funds with assets over $4 billion to annually report to the state on their investments in California and emerging domestic markets, i.e., historically underserved areas and groups in the state.  Status:  Vetoed by the Governor.
Veto Message:

"I strongly support investing in California.  It strengthens our economy and provides jobs for California's hardworking people.  However, this bill would impose new administrative costs on city and county pension systems at a time when those systems are fighting [to] contain administrative costs and obtain a reasonable rate of return for their pensioners."

AB 2887 (Houston):  Identification of Development Ready Industrial Sites

This bill requires the Governor's Office of Planning and Research, working in conjunction with the Department of Housing and Community Development (HCD) and California Business Investment Services, identify and prioritize up to 30 sites suitable for development for industrial or traded sector uses by businesses locating to or expanding in the state and maintain a database with a list of the sites.  Status:  Held in the Assembly Appropriations Committee.
AB 3057 (Assembly Committee on Jobs, Economic Development, and the Economy):

Economic development: the California Small Business Expansion Fund

This bill enacts the "Assembly Committee on Jobs, Economic Development, and the Economy Omnibus Act of 2006," cleaning up sections of code that are outdated and providing definitions to terms currently used in statute without reference to definition.  Status:  Held in the Senate Appropriations Committee.
SB 4 (Murray):  The California Public Performance Facilities Act

This bill authorizes the Board of Directors of the California Infrastructure and Economic Development Bank to develop and finance public performance facilities by issuing revenue bonds.  Status:  Held in the Assembly Jobs, Economic Development, and the Economy Committee.
Enterprise Zones and Other Geographically-Targeted
Economic Development Areas
The California Enterprise Zone (CAEZ) Program and the other geographically-targeted economic development areas (G-TEDAs) are one of the largest state economic development programs in California.  HCD administers four G-TEDA programs including:  Enterprise Zones (EZs), Manufacturing Enhancement Areas (MEAs), Local Agency Military Base Realignment Areas (LAMBRAs), and a Targeted Tax Area (TTA).

The G-TEDA programs are based on the principle that targeting significant economic incentives to low-income communities allows these communities to more effectively compete for new businesses and retain existing businesses, resulting in increased tax revenues, less reliance on social services, and lower public safety costs.  Residents and businesses also directly benefit from these more sustainable economic conditions through improved neighborhoods, business expansion, and job creation. 

Under the G-TEDA programs, businesses and other entities located within targeted areas are eligible for a variety of local and state provided incentives.  Local governments often write-down the costs of development, fund related infrastructure improvements, provide job training to prospective employees, or establish a streamlined process of obtaining permits.  The state also offers a number of incentives, including: tax credits, special tax provisions, priority notification when selling state surplus lands, access to certain Brownfield clean-up programs, and preferential treatment for state contracts.  

Below is a chart comparing the state tax incentives offered to businesses located in a G-TEDA.
	Comparison of State Tax Benefits by Targeted Area (2005)

	
	Hiring Credit
	Longer NOL
 Carry- Forward Period
	Sales and Use Tax Credit
	Accelerated Depreciation
	Lender Interest Deduction

	Enterprise Zone
	X
	X
	X
	X
	X

	Manufacturing Enhancement Zone
	X
	
	
	
	

	Targeted Tax Area
	X
	X
	X
	X
	

	Local Agency Military Base Realignment Area
	X
	X
	X
	X
	

	Source:  Legislative Analyst’s Office


The Assembly Jobs, Economic Development, and the Economy Committee (JEDE), and the Revenue and Taxation Committee (R&T) undertook a comprehensive, four-month examination of the CAEZ Program and other G-TEDAs during the 2005-06 Session.  A summary of the hearings and the JEDE final list of recommendations can be found on the JEDE website at www.asm.ca.gov.

During the course of these hearings, the Committees reviewed current and best practices related to designation, management and monitoring, and use of business incentives available through the G-TEDA programs with the objective of putting forth an overall evaluation of the state's return on its investment (ROI).  While it was possible to estimate the cost of the business incentives, determining the value of the programs' broader impact upon individuals and communities could not be ascertained.

One of the primary impediments to determining ROI can be traced back to the establishment of the CAEZ Program over 20 years ago, when the state failed to establish benchmarks at either the state or local levels, develop metrics for measuring the ongoing success of the program, or place a single state agency firmly in charge of the CAEZ program.   

Below is a summary of the legislation heard by JEDE during the 2005-06 Legislative Session relating to the G-TEDA programs.
AB 199 (Tran):  Increase in Enterprise Zone Designations 

This bill increases the maximum number of enterprise zones receiving specified tax and regulatory incentives designated by HCD at any one time from 42 to 52.  Status:  Held in the Assembly Appropriations Committee.
AB 475 (Baca):  Local Agency Military Base Recovery Act

This bill expands the definition of a LAMBRA to include certain properties within 1,500 feet of any boundary of the former military base, or adjacent to and extending for not more than 1,500 feet from the boundaries of a military base, former military base, and other previously owned federal property.  Privately owned properties are also eligible, if certain criteria are met.  Status:  Held in the Senate Revenue and Taxation Committee.

AB 830 (Runner):  Transfer of Tax Incentives Across Zones

This bill authorizes an individual taxpayer operating in more than one enterprise zone to apply hiring credit and sales, and use tax credits derived in one enterprise zone, toward the tax liability their operations incur in another enterprise zone.  Status:  Failed passage in the Assembly Revenue and Taxation Committee.

AB 1361 (Dymally):  Extension of Enterprise Zones Designation Periods
This bill extends the designation period for all enterprise zones from 15 or 20 years to 25 years.  Status:  Held in the Senate Revenue and Taxation Committee.

AB 1497 (Baca):  Expansion of Agua Mansa Enterprise Zone
As referred to this committee, this bill expanded the existing multi-jurisdictional Agua Mansa Enterprise Zone located in portions of San Bernardino and Riverside counties, to include a specified area within the City of San Bernardino.  Status:  This bill was amended to reflect new subject matter relating to public contacts.  It was signed by the Governor – Chapter 541, Statutes of 2005.

AB 1550 (Arambula):  G-TEDA Reforms
This bill makes a number of significant changes to the management and oversight of the G-TEDA programs.  This bill is the result of extensive oversight hearings by JEDE and R&T, and extended discussions with stakeholder groups.  Key provisions include:
1) Authorizing cities and counties to apply for an EZ designation that includes noncontiguous boundaries, if HCD determines the area is needed to implement the applicant's economic development strategy and that areas between the noncontiguous areas were not excluded for discriminatory purposes.  This authority is also provided for EZ and TTA boundary expansions.
2) Requiring Targeted Employment Area boundaries be updated within 180 days of new census data becoming available.  Existing zones, which have not updated their boundaries using 2000 census data, are required to update those boundaries by July 1, 2007.  EZs, which expire prior to December 31, 2008, are exempted from updating their boundaries.

3) Authorizing an expiring EZ that applies for a new designation, and receives a conditional designation letter from HCD, to offer all EZ benefits until such time as HCD makes a final designation or declines to designate the EZ.  The effective date of new EZ designation shall be the expiration date of the old EZ designation.

4) Requiring applications in response to zone designation solicitations after January 1, 2007 be ranked based on their economic development strategy and implementation plan, including the extent the strategy:  sets reasonable and measurable benchmarks, goals, and objectives; identifies local resources, incentives, and programs; provides for the attraction of private investment; includes regional and community-based partnerships; and, addresses hiring and retention of unemployed or underemployed residents or low-income individuals.

5) Adding a new audit element that requires the review of an EZ's administrative support and whether financial commitments made in the G-TEDA application and memorandum of understanding (MOU) have been kept.   
6) Requiring G-TEDAs to biennially report to HCD on their progress in meeting the goals and objectives identified in their implementing MOU.  
7) Requiring G-TEDAs designated prior to January 1, 2007, update their goals and objectives by April 15, 2008, and meet the annual reporting requirements by October 1, 2009.  
Status:  Signed by the Governor - Chapter 718, Statutes of 2006.

AB 1563 (Assembly Committee on Jobs, Economic Development, and the Economy):  Enterprise Zone Report to the Legislature
This bill expands HCD's required report to the Legislature on the progress and effectiveness of each EZ to include a review of any efforts made in individual zones regarding the training of unemployed individuals.  This information will assist EZs in comparing the effectiveness of different unemployment training strategies.  Status:  Signed by the Governor – Chapter 518, Statutes of 2005.

AB 1766 (Dymally):  Economic Incentive Areas

This bill makes a number of changes to the CAEZ Program and other G-TEDA programs.  Among other provisions, the bill:
1) Increases the conditions for selecting Targeted Employment Area boundaries.
2) Authorizes noncontiguous boundaries for EZs.
3) Expands HCD's authority to collect a fee (maximum $10) to offset the costs of administering the G-TEDA programs.  
4) Extends the zone designation period for all zones for up to two additional five-year periods, which would provide a total designation period of 25 years.  Zone designation extensions may include changes in boundaries, including noncontiguous areas.

5) Revises eligibility criteria for the hiring tax credit, under the Personal Income Tax and Corporation Tax for businesses located in an EZ, TTA, LAMBRA, or MEA.

6) Increases the value of tax incentives offered under the EZ, TTA, LAMBRA, and MEA Programs. 
Status:  Held on the Senate Floor.
AB 2502 (Arambula):  Small Business Tax Credit Transfers

This bill authorizes a taxpayer who does business within a geographically-targeted employment area with fewer than 50 employees to apply excess income tax credits toward other types of tax liabilities, i.e., sales tax.  Status:  Held in the Assembly Revenue and Taxation Committee.
AB 2589 (Sharon Runner):  Transfer of Tax Incentives Across Zones
This bill authorizes a business that operates in more than one EZ to apply the aggregate value of all EZ-related income tax credits earned toward its aggregate tax liability from all EZs.  Additionally, the provisions of this bill apply to the sales and use credit and the hiring credit under the corporate tax and personal income tax.  Status:  Held in the Assembly Revenue and Taxation Committee.

AB 2709 (Maze):  Foster Youth Hiring Preference in Voucher Program
This bill requires the Franchise Tax Board, with the assistance of the Department of Social Services and Employment Development Department, to prepare a study by December 31, 2007, on the feasibility of developing a tax credit to encourage employers to hire former foster youth.  Status:  Held in the Senate Revenue and Taxation Committee.

SB 254
 (Torlakson):  Expansion of State Voucher Fee Authority
As referred to this committee, this bill authorized HCD to charge a fee in connection with administering provisions relating to the TTA and the LAMBRA programs and requires HCD to assess an enterprise zone, a manufacturing enhancement area, a targeted tax area, and a LAMBRA fee of not more than $10 for each application HCD accepts for the issuance of a specified tax certificate issued by a local government.  Status:  This bill was amended to reflect new subject matter and was not heard by the Assembly Jobs, Economic Development, and the Economy Committee.  This bill was held in the Assembly Business and Professions Committee.

SB 763 (Lowenthal):  Expansion of State Voucher Fee Authority
This bill expands HCD's fee authority for the purpose of off-setting the cost of administering the geographically-targeted economic development area programs.  Status:  Signed by the Governor - Chapter 634, Statutes of 2006.

SB 1008 (Ducheny):  Economic incentive areas

This bill makes a number of significant changes to the CAEZ and other G-TEDA programs including, but not limited to:
1) Authorizing noncontiguous boundaries for EZs.
2) Extending the term of an EZ designation up to two additional five-year periods (total of 25 years), if the zone meets the revised eligibility criteria.   
3) Revising eligibility criteria for the hiring tax credit, under the Personal Income Tax and Corporation Tax for businesses located in an EZ, TTA, LAMBRA, or MEA.

4) Increasing the value of tax incentives offered under the EZ, TTA, LAMBRA, and MEA Programs. 
Status:  Held in the Assembly Jobs, Economic Development, and the Economy Committee.
California's Technology Economy
Core to the growth of California's technology industries is the state's openness to innovation, its world class research facilities, and its supportive culture for venture capitalists.  

New technologies and innovative approaches define California's growth in almost all of the state's 11 major industry sectors including:

· Retail and Wholesale Trade – representing 22.4% of the state's economic base.

· Health Sciences and Services – representing 11.2% of the state's economic base.

· Administrative and Waste Services – representing 10.0% of the state's economic base.

· Food Chain – representing 9.4% of the state's economic base.

· Manufacturing Value Chain – representing 5.9% of the state's economic base.

· Entertainment and Tourism – representing 5.2% of the state's economic base.

· Science, Technology, and Management Services – representing 4.6% of the state's economic base.

· Construction – representing 4.3% of the state's economic base.

· Basic Information Services – representing 1.9% of the state's economic base.

Supporting its advanced technology economy requires the state to continually invest in the human and physical infrastructure necessary to support innovation.  While California is home to the world's largest life sciences cluster, the competition to keep this industry in California is fierce.  Similar challenges face California in bringing forth emerging industries and technologies such as nanotechnology, bioenergy, and other clean tech products and services.
Below is a summary of the legislation heard by JEDE during the 2005-06 Legislative Session designed to advance California's innovation and high technology economy.
AB 910 (Mullin):  Life Science Ombudsman

This bill establishes a Life Sciences Program and the position of Life Sciences Ombudsman within BT&H to serve as a liaison between the life sciences industry and the State.  Status:  Held in the Assembly.

AB 1901 (Shirley Horton):  Truck Retrofit Revolving Loan Program

This bill establishes the Truck Retrofit Revolving Loan Program at the California Energy Commission for the purpose of providing loans to trucking businesses for the purchase and installation of a SmartWay Upgrade Kit, as specified.  Status:  Held in the Assembly Appropriations Committee.
AB 2553 (Arambula):  California Air Quality Zones
This bill authorizes the establishment of a California Air Quality Zone Program within BT&H for the purpose of providing incentives for owners of mobile and stationary sources of air pollution to invest in air pollution control equipment that produce surplus emission reductions, and for owners of stationary sources of air pollution to invest in the production and utilization of renewable energy technologies.  The bill also provides incentives to establish facilities that manufacture equipment that can be used to reduce air pollution emissions.  Status:  Held in the Senate Appropriations Committee.
AB 2582 (Mullin):  California Government Online to Desktops (CALGOLD) Program

This bill requires the CALGOLD website to be updated periodically to include permitting and regulatory compliance information relevant to emerging and evolving industries.  The author is particularly interested in adding online resources for the life sciences industry.  Status:  Chaptered by Secretary of State - Chapter 283, Statutes of 2006.
ACR 7
(Runner):  State Space Tourism Industry

This resolution expresses the Legislature’s appreciation for the accomplishments of SpaceShipOne and its leadership team in completing the two human-piloted trips beyond the bounds of earth’s atmosphere.  Additionally, this resolution declares the space tourism industry as being elevated to a "viable industry" and privately-financed, human-piloted space flight a commercial reality as demonstrated by the success of SpaceShipOne.  Status:  Enrolled and filed with the Secretary of State – Resolution Chapter 37, Statutes of 2005.

HR 29 (Houston):  Joint Bio-Energy Institute

This resolution affirms the Assembly's support of the outstanding proposal developed by the national laboratory partnership of Sandia National Laboratories, Lawrence Livermore National Laboratory, and the Lawrence Berkeley National Laboratory to bring the Joint Bio-Energy Institute to California.  Status:  Approved by the Assembly, August 10, 2006.

SB 1230 (Florez):  San Joaquin Valley Clean Air Enterprise Zone Program

This bill establishes clean air enterprise zones within the San Joaquin Valley Unified Air Pollution Control District and provides expedited permitting, loan guarantees and low-interest loans to finance capital expenditures that meet and exceed air requirements.  Status:  Vetoed by the Governor.

Veto Message:

"This bill directs the California Infrastructure and Economic Development Bank (I-Bank) to establish a program that provides low interest loans for air quality projects in the San Joaquin Valley.

I support creative options aimed at reducing air pollution, however, this bill requires emission reductions for stationary sources that exceed federal standards by 30 percent, retrofit projects must be completed 50 percent sooner.  These overly prescriptive requirements will prevent intended recipients from qualifying.  Additionally, this bill does not contain a funding source.  With these requirements and no funding this bill would do nothing to clean the Valleys air? 
The San Joaquin Valley Partnership is currently developing a comprehensive action plan to address the Valleys air pollution challenges.  Following the release of that plan, I look forward to working with local air districts and the Legislature to fully implement the action items".
SB 1698 (Ashburn):  Military and Aerospace Enterprise Development

This bill extends the sunset on the Military and Aerospace Support Act from January 1, 2007, to January 1, 2009, and expands the duties of the Office of Military and Aerospace Support to include outreach to the aerospace industry for the purpose of fostering aerospace enterprises in California.  Status:  Signed by the Governor – Chapter 681, Statutes of 2006.

California Manufacturing and Logistical Systems

California manufacturing faces many challenges in maintaining its global and domestic competitiveness, including providing a skilled workforce to support the changing needs of manufacturing and goods movement, and maintaining cost-effective productivity in the face of lower safety and wage standards in emerging markets.  

Manufacturing currently employs 1.9 million workers in California with an average annual wage of $54,600.  Since December 2000, California has lost 342,000 manufacturing jobs to other states and countries.  Without a sustained coordinated workforce development effort, California’s manufacturing base and global competitiveness could further erode.  

During 2003-05, the California Workforce Investment Board, in conjunction with the California Economic Strategies Panel, assessed the manufacturing base of California's five largest urban areas including:  Greater Sacramento; the Bay Area; the San Joaquin Valley; Southern California; and, the San Diego Border region.  The study, "Logistics and Manufacturing Value Chains:  Meeting the Workforce and Infrastructure Demands of a 'Real Time' Economy" (Logistics Study), included a focused examination of the role of logistics in stimulating growth in manufacturing.  

Most significantly, the Logistics Study noted that manufacturing is rapidly changing from simply the production of goods into a globally dispersed, but highly integrated supply chain of designers, producers, packagers, and distributors.  This new global supply chain stays connected through a high-tech logistical system, staffed by skilled professionals.   

For California, this shift in the manufacturing model has resulted in a decline in the actual number of production jobs and an increase in employment opportunities in design and logistics to support this new value chain of interdependent business functions.  

In California, logistics added 73,000 jobs between 1990 and 2003.  Total employment related to logistics in 2003 was 390,506, paying an average yearly wage rate of $42,475.   California's growth (25%) in logistics outpaced growth in the same sector nationally (20%).  Logistics in California includes four sub-sectors:  transportation services; logistical support; warehousing and storage; and, supply chain management.

The California Employment Development Department (EDD) anticipates growth in logistics occupations.  As an example, in the area of transportation and materials moving, which represents 45% of current logistics workforce, EDD estimates an additional 156,000 new jobs between 2002 and 2012.  This projected growth is expected across all skill levels – from entry to higher skill-levels.  Unfortunately, only a handful of California colleges and universities offer training in logistics and funding for logistics has remained fragmented.  

Below is a summary of the legislation heard by JEDE during the 2005-06 Legislative Session relating to manufacturing and logistics.

AB 2595 (Arambula):  Logistics Worker Training Initiative
This bill requires the Secretary of Labor and Workforce Development and the California Workforce Investment Board to establish a Logistics Worker Training Initiative for the purpose of increasing California workers' competitiveness within the global manufacturing value chain.  The outcome of this initiative is a state strategy to support regionally-based workforce intermediaries that provide training in advanced logistical systems especially in the transportation and goods movement sectors.  Status:  Vetoed by the Governor.

Veto Message:

"This legislation is based on recommendations from a recent report about changes in the employment needs of California's manufacturing industry.  My Administration, through the California Workforce Investment Board, has already taken steps to implement these recommendations.  As such, this legislation is unnecessary."

AB 2860 (Lieu):  California Commission on Manufacturing Competitiveness and Innovation
This bill renames the California Commission on Industrial Innovation (Commission) the California Commission on Manufacturing Competitiveness and Innovation; specifies the Commission should avoid recommendations that could diminish certain worker protections; and, makes conforming changes to the enabling statute.  Status:  Held in the Senate Appropriations Committee.
Small Business Development and Operations

Small businesses form the core of California's $1.5 trillion economy, comprising more than 98% of all businesses, and are responsible for employing more than 50% of all workers in the state.  California's 2.6 million microenterprises, consisting of businesses with less than five employees, represent 88% of all businesses and are responsible for creating jobs, generating taxes, and revitalizing communities.  Microenterprises employed over 19% of all workers in California in 2003.  In 2002, the most recent data available, microenterprises generated $238 billion in taxable revenues.  

During the nation's economic downturn from 1999 to 2003, microenterprises created 318,183 new jobs (77% of all employment growth), while larger businesses with more than 50 employees lost over 444,000 jobs.  From 2000 to 2001, microenterprises created 62,731 jobs in the state, accounting for nearly 64% of all new employment growth.

Common types of microenterprises include:  engineering; computer system design; housekeeping; construction; landscaping; and, personnel services. 

There are varying definitions of microenterprise.  One of the most common definitions is a business that was started with less than $35,000 in equity, and has fewer than five employees.  Many microenterprises start as part-time or home-based businesses.  Due to their small size and limited business experience, many microenterprise owners have difficulty meeting the traditional credit and collateral requirements of mainstream financial institutions.
An Aspen Institute report estimates there are over 10 million microentrepreneurs in the U.S., offering services ranging from car repair to software design.  California benefits from microenterprise on three different levels.  First, microenterprise improves and stabilizes California's overall economy.  Second, microenterprise creates jobs and supports local and neighborhood economic development objectives.  Third, microenterprise creates wealth, thus alleviating poverty within lower income households.

During 2005-2006, JEDE held several hearings on small businesses and microenterprise.  Information on these hearings is summarized in the JEDE Information Hearings section and a background report may be obtained from the Committee.  Additional information on the state’s programs to assist businesses owned by disabled veterans may be found in the Disabled Veteran Business Enterprises and Small Business Certification section of this report.  
Below is a summary of the legislation heard by JEDE during the 2005-06 Legislative Session relating to small business and microenterprise.

AB 348 (Arambula and Bass):  Small Business Certification Reciprocity Program 

This bill authorizes the Department of General Services (DGS) to accept certification of a small business made by a local agency if it determines that the local agency has applied similar certification criteria and review processes as those applied by DGS.  Status: Signed by the Governor – Chapter 185, Statutes of 2005.

AB 409 (Yee):  Small Business Bidding Preference

This bill increases the bidding preference from 5% to 10% for certified small businesses submitting specified contract bids to state agencies.  This bill also increases from a 5% to a 10% maximum bidding preference for certified non-small businesses that provide for small business subcontractors in the bid.  Status:  Held in the Senate Government Modernization, Efficiency, and Accountability Committee.

AB 499 (Leno):  Small and Local Business Public Contract Preferences

This bill creates a pilot project authorizing the San Francisco Community College District (District) to grant bidding preferences of up to 5% in the award of specified contracts to District-defined “small and local businesses” and other businesses meeting established “small and local business” subcontracting goals.  Status:  Vetoed by the Governor.  

Veto Message:
"Encouraging the growth and stability of local business is an objective that I fully support.  However, this bill could increase the contracting and operating costs of the San Francisco Community College District.  Public agencies should focus on getting the most cost effective solution for taxpayers.  This bill would place geographic proximity as a higher priority than cost effectiveness.”

AB 820 (Strickland):  Reciprocity of Local Small Business Certification

As referred to this committee, this bill specifies if a qualified local government has certified a business as a small business or microbusiness, that certification applies for the purposes of the bid preference for state contracts.  Status:  This bill was amended to reflect new subject matter and was not heard by the Assembly Jobs, Economic Development, and the Economy Committee.  It was signed by the Governor – Chapter 698, Statutes of 2005.

AB 854 (Bass):  State Small Business Certification Reciprocity Program 

This bill authorizes DGS to accept certification of a small business made by a local agency if it determines that the local agency has applied similar certification criteria and review processes to those applied by DGS.  Status:  The author elected to leave the bill with the committee and co-author Chairman Arambula’s substantially similar bill, AB 348, which was signed by the Governor – Chapter 185, Statutes of 2005.

AB 2330 (Arambula):  Impact of Regulations on Small Businesses
This bill requires the Office of the Small Business Advocate to have a study prepared by October 1, 2007, regarding the costs of state regulations on small businesses, as specified.  Status:  Signed by the Governor – Chapter 232, Statutes of 2006.
AB 2502 (Arambula):  Small Business Tax Credit Transfers

This bill authorizes a taxpayer who does business within a G-TEDA with fewer than 50 employees to apply excess income tax credits toward other types of tax liabilities, i.e., sales tax.  Status:  Held in Assembly Revenue and Taxation Committee.
AB 3058 (Assembly Committee on Jobs, Economic Development, and the Economy):  Small Business Disaster Preparedness

This bill requires the Office of the Small Business Advocate, in cooperation with the Office of Emergency Services and the Department of Industrial Relations, to develop a web-based handbook for small businesses on emergency preparedness, emergency response, and recovery strategies.  This bill also requires at least three meetings be held in different locations in the state to share best practices for disaster preparedness for small businesses.  Status:  Signed by the Governor – Chapter 233, Statutes of 2006.
SB 1436 (Figueroa):  State Small Business Assistance
This bill enhances the state's technical assistance to small businesses by improving the state's Internet information for small businesses and requiring the designation of agency-level small business liaisons.  Status:  Signed by the Governor – Chapter 234, Statutes of 2006.
Disabled Veteran Business Enterprises (DVBE) and Small Business Certification
California's DVBE Participation Program (DVBE Program) was established in 1989 to acknowledge disabled veterans for their service through increased use of private contracts with businesses owned by disabled veterans.  Certification of DVBEs is done by DGS.  

California's current participation goal is minimally 3% of the total contract dollars expended each year by an awarding department.  Each state agency establishes its own method for attaining this goal and has the discretion to include the program goal within each individual contract.  Every year, state agencies must report to the Governor and the Legislature their total DVBE contracting participation.  If the minimum 3% goal is not met, the state agency must provide reasons for not meeting the goal and an implementation plan for future DVBE participation improvement.  They may also be required to stand before a legislative panel to further clarify their results and efforts.
According to a July 2003 report by the Bureau of State Audits (BSA), even after 13 years of experience in implementing the DVBE Program, the State continues to struggle with attaining 3% DVBE participation in its contracting.  For fiscal year 1999-2000, only 9 of 66 awarding departments met or exceeded the 3% goal, and an additional 79 such departments failed to report their DVBE participation levels as required by law.  The State's overall reported participation rate was 1.6%.  Statistics for fiscal year 2000-2001 showed modest improvement, with a reported participation rate of 1.8% and 40 awarding departments not reporting.  According to DGS, participation rates in 2003-2004 improved to 2.86% of contracts going to DVBEs.  However, for fiscal year 2004-2005, the participation rate fell back to 1.72%.

The 2003 BSA audit commented that the 3% participation goal may not be reasonable based on the limited number of DVBEs and the lack of a thorough study examining the ability of eligible businesses to meet the State's needs.   
As of May 8, 2002, DGS had certified only 797 DVBEs, yet BSA estimated 11,000 DVBEs may be eligible statewide.  Among the recommendations of the audit report:


· To determine if the 3% goal is reasonable, consider requiring either DGS or the Department of Veterans Affairs to commission a study on the potential number of DVBE-eligible firms in California, the services they provide, and their geographic distribution, and compare this information to the State's contracting needs.

· The Legislature should consider enacting a contracting preference for DVBEs similar to the one for the small business program - that is, allowing an artificial downward adjustment to the bids of contractors who plan to use a DVBE, thus making these bids more competitive.

· The Legislature should also consider providing awarding departments with the authority to withhold a portion of the payments due to contractors when they fail to use DVBEs to the extent specified in their contracts.
Additional information on small business certification, which may also affect DVBEs, can be found in the Small Business Development and Operations section prior to this section.  Below is a summary of the legislation heard by JEDE during the 2005-06 Legislative Session relating to DVBEs.
AB 410 (Yee):  Disabled Veteran Business Enterprises

This bill creates a 10% bidding preference for certified disabled veteran business enterprises submitting specified contract bids to state entities.  This bill creates a maximum 10% bidding preference for certified businesses that are not disabled veteran business enterprises, but provide for disabled veteran business enterprise subcontractors to participate in the bid when submitting bids to state entities.  Status:  Held in the Assembly Appropriations Committee.

AB 1905 (Villines):  Disabled Veterans Business Enterprises: Contracting Preferences

This bill lowers the requirement for a Limited Liability Company to be certified as a disabled veteran business enterprise from wholly owned by one or more disabled veterans to having at least 51% disabled veteran ownership.  Status:  Held in Assembly Veterans Affairs Committee.

SB 115
 (Florez):  California Disabled Veteran Business Enterprise Program
This bill makes various changes to the DVBE Program, including requiring DGS to establish a state agency wide mandatory DVBE participation incentive.  This bill also requires the DGS small business advocate to provide specified services to small businesses and certified disabled veteran business enterprises.  Additionally, this bill requires DGS to adopt a streamlined reporting procedure for state agencies to use in reporting their DVBE participation to the Department of Veterans Affairs.  Status:  Signed by the Governor - Chapter 451, Statutes of 2005.

SB 320
 (Machado):  Disabled Veteran Business Enterprise: Certification
This bill prohibits recertification of a potentially fraudulent DVBE for three years.  This bill also establishes a compliance procedure for determining whether the existing 3% participation goals are being met by contractors.  Compliance is ensured by requiring awarding departments to holdback 5% of a contract value until it can be determined whether or not compliance has been achieved.  Status:  Held in the Assembly Veterans Affairs Committee.

International Trade

International trade-related commerce represents approximately one-quarter of California's $1.5 trillion economy.  California-made exports directly account for about 8% of gross state product.  If California were a country, it would be the 11th largest exporter in the world.  

The state leads the nation in export related jobs.  According to U.S. Department of Commerce estimates, for every one million dollars of increased trade activity, 11 new jobs are supported.  Workers in trade related industries earn on average 13% to 28% higher wages than the national average.  Besides the production of the product being exported, foreign trade results in numerous jobs related to port-related activity, wholesale trade, warehousing, and transportation.  
California's land and sea ports of entry serve as key international commercial gateways for products entering and exiting the U.S.  In 2005, California was one of the top exporting states in the nation, ranking second to Texas.  Exports from California accounted for more than 14% of total U.S. exports.  Computers and electronic products are California's top exports, accounting for 36% of all state exports.  

Mexico is California's top trading partner, importing nearly 16% ($17.7 billion) of the state's total exports; Japan and Canada follow at 12% ($13.5 billion) and 11% ($13.2 billion) respectively.  Other top ranking export destinations include China, South Korea, Taiwan, the United Kingdom, Hong Kong, Germany, and Singapore.
The state's largest growth market in terms of dollars is in China, where California exports increased from $4.7 billion in 2001, to $7.9 billion in 2005.  During this same period, exports increased to Canada by $1.4 billion, Mexico by $1.4 billion, South Korea by $1.3 billion, and Hong Kong by $967 million.

California's fastest growing significant market is Vietnam.  Exports to Vietnam increased 515% from 2001 to 2005.  Other major expanding markets for California products include:  the United Arab Emirates (up 405%); India (up 111%); Israel (up 78%); and, Chile (up 78%), during the same five-year period.
Small and medium-sized businesses are an important part of California's export economy.  Of the almost 59,000 companies that exported goods from California in 2004, 95% were small and medium-sized enterprises (SME) with fewer than 500 employees.  SMEs generated more than one-third (41%) of California's exports in 2004.  Nationally, SMEs represented only 29% of total exports.

The U.S. is the largest recipient of foreign direct investment (FDI) in the world.  California receives more FDI than any other state in the U.S.  The California Chamber of Commerce estimates that more than $100 billion was invested in California in 2004, providing approximately 550,000 jobs or about 4% of all jobs in the state.  California has had the highest level of employment in foreign-owned firms since at least 1997.  Along with employment, foreign owned firms own more property, plants, and equipment in California than in any other state.

In 2003, leading sources of FDI in California were investors from the United Kingdom, Japan, Switzerland, Germany, and France.  Europe, in total, is the largest source of FDI in California.  Collectively, Asian Pacific countries have the second highest FDI in California, with a higher proportion of manufacturing employment and commercial property holdings than are held by European investors.  

The largest share of foreign activity in California is in non-manufacturing industries.  Research by the Public Policy Institute of California found there has been a steady reduction of relative employment in foreign-owned manufacturing since the late 1970s.  In 1979, the peak year, nearly 57% of all California workers in foreign businesses worked in manufacturing.  That figure was down to 35% in 1999, the most recent data available.  In 2004, manufacturing employment dropped to about 25% of the 550,000 total jobs related to FDI, or approximately 134,000 workers.  

According to the Organization for International Investment (OII), California ranks first in the U.S. in the number of employees supported by U.S. subsidiaries.  The OII attributes this number one ranking to the state's proven track record as an attractive location for international employers.

Below is a summary of the legislation heard by JEDE during the 2005-06 Legislative Session relating to international trade and foreign direct investment in California. 
AB 402 (Dymally):  Borders:  Mexico

This bill requires the Office of California-Mexico Affairs to establish a migrant advisory committee to focus upon issues confronted by people migrating from Mexico to California.  Status:  Held in the Senate Government Modernization, Efficiency, and Accountability Committee.

AB 1395 (Nuñez):  California-Mexico Relations
This bill requires the Secretary of the Environmental Protection and the Secretary of the BT&H to make various planning actions related to California-Mexico relations.  Specifically, this bill would require both agencies to develop a comprehensive, multidisciplinary strategic plan, coordinate the implementation of an interagency California-Mexico Relations Ten Year Plan and make recommendations on an appropriate governance structure to ensure the state's efforts are coordinated.  Status:  Vetoed by the Governor.

Veto message:
“Mexico is an extremely important economic and cultural partner to California.  Our proximity and shared history unite us.  The annual Border Governors Conference provides the ten border states in Mexico and United States a cooperative forum for discussing complex and important cross-border issues.  Since its start, the organization has enhanced joint border efforts addressing agriculture, border crossings, education, economic development, energy, environment, health, human trafficking, tourism, and border security issues.

I welcome the Legislature's involvement in my Administration's activities related to the annual Border Governors Conference.  Bi-national work groups have formed on topics ranging from agriculture to education to border security and almost every cabinet agency plays a role in the activities of the conference throughout the year.  The conference has spurred many accomplishments, but more work is yet to be done to achieve our shared goals.

Unfortunately, this bill's requirement for a California-Mexico Relations Ten Year Plan will not help accomplish those goals.  Many issues have arisen and continue to arise that could not have been foreseen ten years ago.  The Border Governors Conference provides the flexibility to address timely issues.  My Administration will continue to pursue avenues of common interest and mutual assistance and will do so as they need to be addressed.”

AB 1562 (Assembly Committee on Jobs, Economic Development, and the Economy):  International Trade
This bill designates BT&H as the responsible agency for coordinating and conducting international trade, investment programs, and activities in the state.  Status:  Held in the Assembly Appropriations Committee.

AB 2233 (Chan):  International Trade and Investment Offices:  Asia, Middle East, Europe, and Mexico

This bill requires the Governor to instruct the Secretary of BT&H to establish, on a contract basis, four international trade and investment offices.  Based on bi-partisan discussions with all Assembly authors of international trade related legislation, the provisions of this bill were modified and amended by JEDE into AB 2601.  The provisions of AB 2601 were further modified and amended by JEDE into SB 1513, which became the single, bi-partisan, bi-House international trade bill for the session.  Status:  Held in the Assembly Jobs, Economic Development, and the Economy Committee.
AB 2399 (Garcia):  California and Mexico Border Infrastructure

As referred to this committee, this bill requires BT&H to prepare a study by January 1, 2009, regarding infrastructure development along the California/Mexico border including an assessment of whether alternative financing mechanisms may be necessary to meet the development needs of the region.  Status:  This bill was amended to reflect new subject matter.  This bill was held on the Assembly Floor.
AB 2546 (Liu):  International Trade and Investment Strategy and Offices
This bill requires the BTH to develop an international trade and investment strategy report for the state and authorizes BT&H to establish international trade and investment offices.  Based on bi-partisan discussions with all Assembly authors of international trade related legislation, the provisions of this bill were modified and amended by JEDE into AB 2601.  The provisions of AB 2601 were further modified and amended by JEDE into SB 1513, which became the single, bi-partisan, bi-House international trade bill for the session.  Status:  Held in the Assembly Jobs, Economic Development, and the Economy Committee.
AB 2601 (Arambula):  Assembly Compromise International Trade and Investment Authority, Strategy, and Offices
This bill creates a comprehensive domestic and international trade and investment policy and strategy for California.  The final version of this measure was developed through bi-partisan discussions with all Assembly authors of international trade related legislation.  Later, the provisions of AB 2601 were further modified and amended by JEDE into SB 1513, which became the single, bi-partisan, bi-House international trade bill for the session.  Status:  This bill was amended to reflect new subject matter.  It was held in the Senate Appropriations Committee.

AB 2931 (Aghazarian):  International Trade and Investment Authority
This bill authorizes new authority for BT&H related to international trade.  Based on bi-partisan discussions with all Assembly authors of international trade related legislation, the provisions of this bill were modified and amended by JEDE into AB 2601.  The provisions of AB 2601 were further modified and amended by JEDE into SB 1513, which became the single, bi-partisan, bi-House international trade bill for the session.  Status:  Held in the Assembly Jobs, Economic Development, and the Economy Committee.
AB 2978 (Houston):  Coordination:  International Trade and Investment
This bill delegates responsibility for coordinating and conducting California's international trade and investment programs and activities in the state to BTH.  Based on bi-partisan discussions with all Assembly authors of international trade related legislation, the provisions of this bill were modified and amended by JEDE into AB 2601.  The provisions of AB 2601 were further modified and amended by JEDE into SB 1513, which became the single, bi-partisan, bi-House international trade bill for the session.  Status:  Held in the Assembly Jobs, Economic Development, and the Economy Committee.
AB 3021 (Nuñez):  California-Mexico Relations

This bill establishes the six-member California-Mexico Border Relations Council (Border Council) comprised of all Agency Secretaries and the Director of the Office of Emergency Services for the purpose of coordinating activities of state agencies.  The Border Council is required to report to the Legislature on its activities annually.  Status:  Signed by the Governor - Chapter 621, Statutes of 2006.

ACR 42 (Chu):  Province of Jeju, Republic of Korea: Sister-State Relationship
This resolution extends an invitation to the people of the Province of Jeju, Republic of Korea, to join California as a sister-state.  The sister-state relationship between California and the Province of Jeju is intended to:  promote international trade, commerce, and tourism; increase the potential for commercial relationships; and, foster cultural exchanges.  Status:  Enrolled and filed with the Secretary of State – Resolution Chapter 80, Statutes of 2005.

SB 348
 (Figueroa):  California Support for International Trade Agreements
This bill prohibits a state official, including the Governor, from binding the state, or giving consent to the federal government to bind the state, to provisions of a proposed International Trade Agreement, including, the government procurement rules, unless a statute is enacted that explicitly authorizes a state official to bind the state or to give consent to bind the state to that trade agreement.  Status:  Vetoed by the Governor.  

Veto message:
“This bill will not accomplish its intended goal because, under the Supremacy Clause of the United States Constitution, international trade agreements are treaties that preempt state law.

However, for advice from states and local entities on trade policy matters, the federal government has established the Intergovernmental Policy Advisory Committee on Trade (IGPAC) which is comprised entirely of state and local officials.  Appointed on a bipartisan basis, the Committee makes recommendations to the United States Trade Representative and the Administration on trade policy matters.  The IGPAC provides the appropriate venue for the Legislature to express its views on international trade agreements.”

SB 897
 (Scott):  International Trade and Investment Office in Yerevan, Armenia
This bill extends the sunset date allowing for the creation and operation of an international trade and investment office, on a contractual basis, in Yerevan, Republic of Armenia, from January 1, 2006 to January 1, 2008, and extends the reporting deadline regarding the success of this office from March 1, 2005 to June 1, 2007.  Status:  Signed by the Governor - Chapter 604, Statutes of 2005.

SB 1513 (Romero):  Final Compromise - California International Trade and Investment Act
Provides new authority for the BT&H to undertake international trade and investment activities, and as a condition of that new authority, directs the development of a comprehensive international trade and investment policy for California.  This bill reflects extended bi-partisan discussions between the Senate and the Assembly.  Based on these agreements, AB 2601 was dropped to allow a single consensus bill on international trade to be sent to the Governor.  More specifically, this bill: 

1) Provides an organizational structure for California's foreign relations. 

2) Requires BT&H develop an international trade and investment strategy (ITI) Strategy, by February 1, 2008, and submit it to the Legislature for public review.

3) Requires BT&H convene a statewide business partnership, no later than March 1, 2007, to advise the Secretary of BT&H on business needs and priorities for inclusion in the ITI strategy.

4) Prohibits the establishment of foreign trade and investment offices (Foreign Offices), unless certain conditions are met, including professional management of the Foreign Offices and extensive oversight by BT&H and the Legislature.  Failure to meet the reporting requirements will result in discontinuation of state funding to BT&H for international trade purposes.
5) Requires the Governor's Office of Planning and Research to maintain and update a comprehensive list of all state agreements made with foreign governments.  

6) Requires all state employees, within 30 days of traveling outside of the U.S. on official state business, submit a memorandum to their respective administrative agencies with specified information on the purpose and outcomes of the trip.  
Status:  Signed by the Governor - Chapter 663, Statutes of 2006.

SB 1525 (Murray):  International Trade Office in Johannesburg, Republic of South Africa

This bill establishes a foreign trade office in South Africa.  Status:  Held in the Assembly Committee on Jobs, Economic Development and the Economy. 

SB 1529 (Murray):  International Trade Office in Seoul, Korea
This bill establishes a foreign trade office in the Republic of Korea.  Status:  Held in the Assembly Committee on Jobs, Economic Development and the Economy. 

SB 1762 (Figueroa):  International Trade Agreements

This bill prohibits the Governor from binding California to provisions of international trade agreements without consent from the Legislature.  Based on bi-partisan discussions with all authors of international trade related legislation, the provisions of this bill were modified and amended by JEDE into SB 1513.  Status:  Held in the Assembly Committee on Jobs, Economic Development and the Economy.

Information Technology

Established by Executive Order (S-13-04), the Department of Technology Services (DTS) consolidated the Stephen P. Teale and California Health and Human Services Agency Data Centers, DGS, and the Office of Network Services in 2005.  This consolidation was prompted by recommendations by the Legislative Analyst's Office, which found that consolidating the state's existing data centers would create considerable savings by:  creating a sole executive and administrative structure; improving use of excess hardware and software; reducing hardware and software costs; reducing impact of pending retirements; and, increasing efficiencies in supporting existing computer systems.
DTS' purpose is to improve the performance of the Executive Branch in managing its information technology (IT) infrastructure.  Serving under the jurisdiction of the State and Consumer Services Agency, DTS has a two-fold mission to:

· Ensure the state receives best value in the acquisition, management, and operation of its IT infrastructure and resources;

· Protect the state's IT infrastructure through utilization of the most appropriate levels of security, quality, and risk management; and,

In January 2006, DTS released the first "Strategic Plan for the Department of Technology" (Strategic Plan).  The Strategic Plan enables DTS agencies, including the State and Consumer Services Agency, the Department of Finance, and DGS to evaluate the validity of the strategic initiatives by proving clear and consistent direction, goals, objectives, strategies, and measures.

Below is a summary of the legislation heard by JEDE during the 2005-06 Legislative Session relating to information technology.
AB 1564 (Assembly Committee on Jobs, Economic Development, and the Economy):  Citizen Complaint Act for Internet Web Sites 

This bill replaces the reference to the Department of Information Technology in the Citizens Complaint Act of 1997 with BT&H.  Specifically, this bill would make statutory changes to ensure that all state agencies, required to make online complaint forms available, comply with the statewide strategy for electronic commerce, as established by BT&H.  Status:  Held in the Senate Government Modernization, Efficiency, and Accountability Committee.

AB 2098 (Liu):  Electronic Payment System

This bill establishes the Electronic Funds Transfer Task Force (EFT Task Force) for the purpose of developing a plan to implement a new electronic payment dispersal system.

The EFT Task Force will be comprised of one representative from state agencies with key responsibilities related to information technology and the oversight and management of state funds.  Additionally, this bill requires the EFT Task Force to submit a plan to the 

Legislature, by April 1, 2008, on how to implement a new payment dispersal system utilizing electronic funds transfer technology.  Status:  Signed by the Governor - Chapter 818, Statutes of 2006.

SB 954
 (Figueroa):  Information Technology Goods and Services Procurement
This bill requires DGS to establish policies and guidelines for the procurement of IT goods and services on or before January 1, 2007.  This bill also requires DGS to prepare an IT procurement checklist and establish a centralized entity responsible for IT procurement methods.  Additionally, this bill requires the Governor to submit to the Legislature a proposal establishing a Chief Information Officer with specified duties.  Status:  Signed by the Governor - Chapter 556, Statutes of 2005.

JEDE INFORMATIONAL HEARINGS

In 2005, JEDE held a series of informational hearings and special orders of business on various topics (see below).  Unlike informational hearings, the special orders of business were conducted during JEDE's policy bill hearings and were brief in nature.  Additional information on these hearings or special orders of business can be obtained by contacting JEDE.

The Business Climate for Growth and Development of the California Economy February 9, 2005

On February 9, 2005, JEDE held an informational hearing to examine what resources are necessary to fast-track our state's economic recovery through expansion of new businesses, development of new technologies, and the creation of jobs.  Hearing participants, representing varying business interests, examined California's competitiveness in keeping and maintaining jobs, challenges to developing a ready workforce, and future directions and choices California can make to expand its economy.

Overview of the California Enterprise Zone Program

March 15, 2005
On March 15, 2005, JEDE convened a special order of business to examine the 2004 transition of the CAEZ and other G-EDA programs to HCD from the former Technology, Trade, and Commerce Agency.  The hearing additionally addressed the termination of 18 of the 42 current designations of the enterprise zones by the end of 2006.

The Deputy Director and the Section Chief for HCD provided testimony on the history of the enterprise zone and the other G-TEDA programs, changes implemented by HCD in administering the programs, and some of the difficulties presented by the quick transition of the programs to HCD.  The special order illustrated the need for further oversight of the program by the Legislature.  Further hearings were planned for during the interim recess.
Overview of Small Business and Microenterprise Development
April 5, 2005
On Tuesday, April 5, 2005, JEDE convened a special order of business to examine small businesses and microenterprises—businesses with five or fewer employees and a maximum initial capitalization of $35,000.
Testimony during the special order demonstrated the importance of microenterprises and small businesses to the overall California economy.  Hearing participants, representing microenterprises and small businesses, discussed training programs that help provide a skilled California workforce, regulations imposed on smaller businesses, and projected needs of smaller businesses in order to remain competitive.  Information presented during the special order also shed light on the important link between larger companies and smaller businesses, which large companies contract with for specialized work.  Participants noted that microenterprise businesses alone directly account for 19.2% of California’s employment, are 78% women-owned, and coupled with small businesses, provide an invaluable catalyst for the California economy.
20 Years of California Enterprise Zones:  A Review and Prospectus,
December 5, 2005

On Monday, December 5, 2005, JEDE and R&T convened the first in a series of four joint hearings to undertake an in depth review of the CAEZ Program and other G-TEDAs.  This first hearing addressed the state-level administration, responsibilities, scope, and cost of G-TEDA programs.  It also covered benchmarks and other appropriate metrics, in determining if California is receiving a good return on its investment.  The background paper for this series of hearings can be obtained through the Committee or online at www.asm.ca.gov.
20 Years of California Enterprise Zones: A Review and Prospectus,
Local Perspectives and Experiences

December 12, 2005

On Monday, December 12, 2005, JEDE convened its second hearing on G-TEDA programs, at the chambers of the Fresno Board of Supervisors, to ascertain information on local perspectives and experiences of local enterprise zone practitioners.  This second hearing included a discussion of how EZs affect local economic development, how locals administer EZs, and how the competitive designation process works.  The Fresno EZ was highlighted as a case study in how the program works and its implications for the local community.  The Committee heard testimony from many local businesses located in several of the Central Valley based EZs on their decisions and experiences within the EZ.  The background paper for this series of hearings can be obtained through the Committee or online at www.asm.ca.gov.
20 Years of California Enterprise Zones: A Review and Prospectus,
Program Accountability
February 28, 2006

On Tuesday, February 28, 2006, JEDE convened another joint hearing with the R&T Committee on the CAEZ and other G-TEDA programs.  The hearing focused on program accountability including the success of the current performance review process, hiring credit vouchering practices, and the de-designation process for poor performing G-TEDAs.  The Committees heard from a local economic development practitioner who discussed benchmarking of economic development projects, setting goals and objectives, and the importance of working in coordination with local governments.  The hearing also addressed G-TEDAs, which had not previously been reviewed by the Committees including Manufacturing Enhancement Areas, Tulare Targeted Tax Area, and the LAMBRA.  The background paper for this series of hearings can be obtained through the Committee or online at www.asm.ca.gov.
20 Years of California Enterprise Zones: A Review and Prospectus,
Review of Policy Issues and Recommendations
March 14, 2006
On Tuesday, March 14, 2006, JEDE convened its final joint hearing with the R&T Committee on the CAEZ and other G-TEDA programs.  The hearing summarized the key policy issues raised during the four-month oversight process and offered the public an opportunity to comment on draft recommendations from the hearings.  

The hearing was comprised of three public and private stakeholder panels who addressed a series of seven policy issues including:  the intent of the program; program accountability; program operation; the strategic mix of incentives; the return on the state's investment; and, the appropriate path forward.  AB 1550 was the result of these hearings and subsequent discussions with key stakeholder groups.  The background paper for this series of hearings can be obtained through the Committee or online at www.asm.ca.gov.

California Trade Prospectus:  Finding Our Way within a Global Economy

June 20, 2006
On Tuesday June 20, 2006, JEDE and the Senate Committee on Business, Professions, and Economic Development held an informational hearing on California and the global economy.  This hearing was in response to nearly a dozen bills having been introduced on international trade related issues.  Since the demise of the Technology, Trade, and Commerce Agency in 2002, the state has had no international trade authority.  The Committees heard testimony on the impact of trade agreements on the state's economy, trade and investment programs from other states, and global business trends.  SB 1513 was the result of this hearing and subsequent discussions with key stakeholder groups.  The background paper from this hearing can be obtained through the Committee or online at www.asm.ca.gov.
Microenterprise: The Engine of Regional Economies

July 26, 2006

On Wednesday, July 26, 2006, JEDE held a second hearing on microenterprise, at the chambers of the Fresno Board of Supervisors, to examine more closely the impact of microenterprise on regional economies.  The Committee heard from local practioners and business representatives on best practices in urban and rural areas, the need for additional technical assistance to microenterprises, and how public and private financial institutions are increasingly reaching out to small businesses.  The hearing resulted in a list of recommendations which are contained in JEDE's background paper.  The background paper and recommendations from this hearing can be obtained through the Committee or online at www.asm.ca.gov. 
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Glossary of Terms
Abbreviations

BT&H:  
Business Transportation and Housing Agency
CAEZ:  
California Association of Enterprise Zones
CalBIS:
California Business Investment Services
CalED:
California Association for Local Economic Development
CALGOLD:
California Government Online to Desktops
CALWORKS: The California Work Opportunity and Responsibility to Kids Program
CDFI:

Community Development Financial Institution
CEDP:
California Economic Development Partnership
DGS:

Department of General Services
DVBE:
Disabled Veterans Business Enterprise
EDC:

Economic Development Corporation
EDD:

Employment Development Department
ETP:

Employment Training Panel
EZ:

Enterprise Zone
FDI:

Foreign Direct Investment
G-TEDA:
Geographically-Targeted Economic Development Area
HCD:

Department of Housing and Community Development
I-BANK:
Infrastructure and Economic Development Bank
JEDE:

Jobs, Economic Development and the Economy Committee
JTPA:

Job Training Partnership Act
LAMBRA:
Local Agency Military Base Recovery Area
MASA:
Military and Aerospace Support Act
MEA:

Manufacturing Enhancement Area
MOU:

Memorandum of Understanding
OES:

Office of Emergency Services
OSBA:
Office of Small Business Administration
ROI:

Return on Investment
SBE:

Small Business Enterprise

SBLGP:
Small Business Loan Guarantee Program
TEA:

Targeted Employment Area
TTA:

Targeted Tax Area
WIA:

Workforce Investment Act
WIB:

Workforce Investment Board

Definitions:
BUSINESS TRANSPORTATION AND HOUSING AGENCY (BT&H):  BT&H oversees the activities of 13 departments consisting of more than 42,000 employees, a budget greater than $11 billion, plus several economic development programs and commissions. Its operations address financial services, transportation, affordable housing, real estate, managed health care plans, and public safety.
CALIFORNIA ASSOCIATION OF ENTERPRISE ZONES (CAEZ):  Non-profit organization that lobbies on behalf of EZs and works to foster economic development within those zones.

CALIFORNIA BUSINESS INVESTMENT SERVICES (CalBIS):  Housed in the Labor and Workforce Development Agency, CalBIS serves employers, corporate real estate executives, and site location consultants considering California for new business investment and expansion.
CALIFORNIA ASSOCIATION FOR LOCAL ECONOMIC DEVELOPMENT (CalED):  CalED is a statewide professional economic development organization dedicated to advancing its members’ ability to achieve excellence in delivering economic development services to their communities and business clients. CalED’s membership consists of public and private organizations and individuals involved in economic development.
CALIFORNIA GOVERNMENT ONLINE TO DESKTOPS (CalGOLD):   The CalGOLD database provides links and contact information that direct businesses to agencies that administer and issue business permits, licenses, and registration requirements from all levels of government.  The CalGold listings include descriptions of the requirements, the names, addresses, and telephone numbers of the agencies that administer those requirements and issue the permits and licenses, and in most cases a direct link to the agencies' Internet web pages. 

CALIFORNIA WORK OPPORTUNITY AND RESPONSIBILITY TO KIDS PROGRAM (CALWORKS):  Provides temporary financial assistance and employment focused services to families with minor children who have income and property below State maximum limits for their family size.  Most able-bodied aided parents are also required to participate in the CALWORKs GAIN employment services program.
COMMUNITY DEVELOPMENT FINANCIAL INSTITUTION (CDFI):  Nationwide, over 1000 CDFIs serve economically distressed communities by providing credit, capital, and financial services that are often unavailable from mainstream financial institutions. CDFIs have loaned and invested in distressed communities.  Their loans and investments have leveraged billions more dollars from the private sector for development activities in low wealth communities across the nation.  California offers tax credits for investments in CDFI’s under the Insurance Tax Law, as well as under the Personal and Corporate Income Tax Laws.

CALIFORNIA ECONOMIC DEVELOPMENT PARTNERSHIP (CEDP): The CEDP was formed by Gov. Schwarzenegger in 2005 as an interagency team to coordinate state government economic development activities.  It seeks seamless coordination between the state, regional/local economic development organizations, and public/private resources for the retention, expansion, and attraction of jobs in California.
DEPARTMENT OF GENERAL SERVICES (DGS): The department consists of six divisions, 23 operational offices, 4,000 employees, and a budget in excess of half a billion dollars. Its functions include:  e-commerce and telecommunications; siting, acquisition, development, leasing, disposal, and management of state properties; architectural approval of local schools and other state-responsibility buildings; printing services provided by the second largest government printing plant in the U.S.; procurement of supplies needed by other state agencies; and, maintenance of the vast fleet of state vehicles.  The director serves on half a dozen state boards and commissions.
DISABLED VETERAN BUSINESS ENTERPRISE (DVBE):  Certified DVBE’s that meet eligibility requirements are eligible to receive bid preferences on state contracts.

ECONOMIC DEVELOPMENT CORPORATION (EDC):  Locally based corporations whose mission is to promote investment and economic growth in their region.  

ECONOMIC STRATEGY PANEL:  The Economic Strategy Panel (Panel) was established in 1993 to develop an overall economic vision and strategy to guide public policy.  The Panel engages in an objective and collaborative biennial planning process that examines economic regions, industry clusters, and cross-regional economic issues.  The California Regional Economies Project is currently the lead mechanism for these efforts.

EMPLOYMENT DEVELOPMENT DEPARTMENT (EDD):  EDD offers a wide variety of services under the Job Service, Unemployment Insurance, Disability Insurance, Workforce Investment, and Labor Market Information programs.  As California’s largest tax collection agency, EDD also handles the audit and collection of payroll taxes and maintains employment records for more than 17 million California workers.
EMPLOYMENT TRAINING PANEL (ETP):  ETP is a California State agency that began in 1983 and is designed to fund training that meets the needs of employers for skilled workers and the need of workers for long-term jobs.  This program funds the retraining of incumbent, frontline workers in companies challenged by out-of-state competition.  ETP also funds training for unemployed workers, and prioritizes small businesses, employers, and workers in high unemployment areas of the State.  ETP is funded by a tax on business.

ENTERPRISE ZONE (EZ): Geographically-based economic incentive areas in California that provide regulatory or tax benefits to businesses.  There are 42 EZs in California.

GEOGRAPHICALLY TARGETED ECONOMIC DEVELOPMENT AREA (G-TEDA):  A generic term for all geographically-based economic incentive areas in California, including TTAs, LAMBRAs, EZs, and MEAs.

DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT (HCD):  HCD is one of 13 departments within BT&H.  As California's principal housing agency, the mission of HCD is to provide leadership, policies, and programs to expand and preserve safe and affordable housing opportunities and promote strong communities for all Californians.  HCD is responsible for the oversight of California’s G-TEDA programs.

INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-BANK):  The I-Bank is a state financing authority that provides low-cost financing to public agencies, manufacturing companies, nonprofit organizations, and other entities eligible for tax-exempt financing.  Since January 1, 1999, the I-Bank has financed more than $6.5 billion in tax-exempt bonds and loans for economic development and public infrastructure projects throughout the state. 
JOB TRAINING PARTNERSHIP ACT (JTPA):  JTPA is a federal law that authorizes and funds a number of employment and training programs in California.  JTPA's primary purpose is to establish programs to provide job training services for economically disadvantaged adults and youth, dislocated workers, and others who face significant employment barriers.  These programs help prepare individuals in California for participation in the state's workforce, increasing their employment and earnings potential, improving their educational and occupational skills, and reducing their dependency on welfare.
LOCAL AGENCY MILITARY BASE RECOVERY AREA (LAMBRA):  A LAMBRA is an area located in California that is designated as such by the Business, Transportation and Housing Agency.  LAMBRAs are established to stimulate growth and development in areas that experience military base closures.  Taxpayers investing, operating, or located within a LAMBRA may qualify for special tax incentives.  There are currently eight LAMBRAs:  Southern California International Airport; Castle Air Force Base; Mare Island Naval Base; San Bernardino International Airport and Trade Center; Alameda Naval Air Station; Mather Field/McClellan Park; Liberty Station; and, Tustin Marine Corps Air Station.
MICROBUSINESS:  A business that was started with less than $35,000 in equity, and has fewer than five employees.
MILITARY AND AEROSPACE SUPPORT ACT (MASA):  Established the Office of Military and Aerospace Support, located in BT&H, which has numerous duties of which the main focus is development and implementation of a strategic plan to keep military bases in the state.  The office is also charged with assisting communities with the conversion of military bases closed or realigned during prior or recent BRAC rounds.  This office is set to sunset on January 1, 2009.

MANUFACTURING ENHANCEMENT AREA (MEA):  Incentives available to businesses located in an MEA are streamlining local regulatory controls, reduced local permitting fees, and eligibility to earn $29,234 or more in state tax credits for each qualified employee hired.  All manufacturing businesses that are engaged in those lines of business described in Codes 2011 to 3999, inclusive, of the Standard Industrial Classification (SIC) and are located in the MEA are eligible for program benefits.  There are two MEAs located in California, the cities of Brawley and Calexico (contacts are listed below), both communities located in Imperial County.  An MEA designation lasts until December 31, 2012.

NORTH AMERICAN INDUSTRY CLASSIFICATION SYSTEM (NAICS):  NAICS has replaced the U.S. SIC system.  NAICS was developed jointly by the U.S., Canada, and Mexico to provide new comparability in statistics about business activity across North America.  NAICS and SIC manuals provide code numbers for every industry.  These codes are frequently used in legislation to identify industries, especially those benefiting from certain tax legislation like the Manufacturers Investment Credit.
OFFICE OF EMERGENCY SERVICES (OES):  The Governor’s OES coordinates overall state agency response to major disasters in support of local government.  The office is responsible for assuring the state’s readiness to respond to and recover from natural, manmade, and war-caused emergencies, and for assisting local governments in their emergency preparedness, response, and recovery efforts. 
OFFICE OF SMALL BUSINESS ADMINISTRATION (OSBA):  Since its founding on July 30, 1953, the U.S. Small Business Administration has delivered about 20 million loans, loan guarantees, contracts, counseling sessions, and other forms of assistance to small businesses. 
SMALL BUSINESS ENTERPRISE (SBE):  A business with 100 or fewer employees, and an average annual gross receipts of $10 million or less over the previous three tax years, or a manufacturer with 100 or fewer employees.  SBEs are eligible to receive a 5% bid preference on state contracts.

SMALL BUSINESS LOAN GUARANTEE PROGRAM (SBLGP):  The state SBLGP provides guarantees on bank loans to small businesses that would otherwise not be made.  A network of 11 Small Business Financial Development Corporations - working closely with small business borrowers and local community banks - issues the guarantees on behalf of the state.  The guarantees are backed by a trust fund that can be leveraged four times.  The state currently guarantees more than $276 million in outstanding loans. 
SPECIAL FUND FOR ECONOMIC UNCERTAINTIES:  A fund in the General Fund (a similar reserve is included in each special fund) authorized to be established by statutes and Budget Act control sections to provide for emergency situations.  (GC 16418)

TARGETED EMPLOYMENT AREA (TEA):  One of many options to voucher an employee, TEAs allow residents of certain designated low-income areas to qualify EZ employers for substantial hiring credits. 
TARGETED TAX AREA (TTA):  The Tulare TTA is a program very similar to EZs.  TTA offers incentives that are only available to companies located in the Tulare TTA and engaged in a trade or business within certain Standard Industrial Codes.  State incentives include:  tax credits for sales and use taxes paid on certain machinery, machinery parts, and equipment; tax credits for hiring qualified employees; and, a fifteen year net operating loss carry-forward.

WORKFORCE INVESTMENT ACT (WIA):  The federal WIA, which superseded the Job Training Partnership Act, offers a comprehensive range of workforce development activities through statewide and local organizations.  Available workforce development activities provided in local communities can benefit job seekers, laid off workers, youth, incumbent workers, new entrants to the workforce, veterans, persons with disabilities, and employers.  The purpose of these activities is to promote an increase in the employment, job retention, earnings, and occupational skills improvement by participants.  California will receive approximately $454 million from the federal government this year to provide services for adults, laid-off workers, and youth.

WORKFORCE INVESTMENT BOARD (WIB):  The Governor has appointed a State WIB consisting primarily of representatives from businesses, labor organizations, educational institutions, and community organizations. The State WIB assists the Governor in designing a statewide plan and establishing appropriate program policy.

� NOL= Net Operating Loss
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