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ABPCA Bill Id:AB 2543 (
Author:Arambula) – As Amended Ver:March 21, 2024
SUBJECT:  Small Business Procurement and Contract Act:  eligibility
SUMMARY: This bill allows undocumented business owners, including Deferred Action for Childhood Arrivals (DACA) entrepreneurs to register their businesses with the state as a Certified Small Business. 

Specifically, this bill:  
A. The Legislature finds and declares that this chapter is a state law that provides assistance and services for undocumented persons within the meaning of Section 1621(d) of Title 8 of the United States Code.

B. No reimbursement is required by this act pursuant to Section 6 of Article XIIIB of the California Constitution because the only costs that may be incurred by a local agency or school district will be incurred because this act creates a new crime or infraction, eliminates a crime or infraction, or changes the penalty for a crime or infraction, within the meaning of Section 17556 of the Government Code, or changes the definition of a crime within the meaning of Section 6 of Article XIIIB of the California Constitution.

EXISTING LAW:  
A. The Small Business Procurement and Contract Act, requires state agencies to take certain actions in order to facilitate the participation of small businesses and microbusinesses in the provision of goods, information technology, and services to the state, and in the construction of state facilities.

B.  Existing law gives the Department of General Services sole responsibility for certifying and determining the eligibility of small businesses and microbusinesses under the act.

C. Existing law requires the department to require an applicant or certified firm to submit a written declaration, under penalty of perjury, that information submitted to the department is true and correct, as specified.

D. Existing federal law provides that certain aliens are not eligible for any state or local public benefit, except as provided. 
E. Existing federal law authorizes a state to provide that an alien who is not lawfully present in the United States is eligible for a state or local public benefit for which the alien would otherwise be ineligible under these provisions only through the enactment of a state law after August 22, 1996, which affirmatively provides for that eligibility.
F. Business and Professions Code § 135.5, prohibits a state licensing entity from denying a contracting license based on an applicant’s citizenship or immigration status. 
G. Unemployment Insurance Code §14107, establishes the Social Entrepreneurs for Economic Development (SEED) Initiative to support emerging entrepreneurs in targeted populations, regardless of immigration status.

FISCAL EFFECT: Unknown
COMMENTS: California boasts an impressive over 4 million small businesses, with approximately 1.9 million being minority-owned. Minority-owned businesses constitute approximately 46% of all businesses in the state and contribute $192.8 billion in economic output, which is more than the annual Gross Domestic Product of 18 US States, generating $28.7 million in tax revenue, and supporting 2.56 million jobs. Beyond the economic and fiscal contributions, small businesses have a vital role in local capacity building, community engagement, empowering marginalized communities, supporting cultural diversity, creating a more inclusive environment and therefore contributing to a more diverse and inclusive economy. Research shows entrepreneurship creates intergenerational wealth-building opportunities that is particularly strong for minority and women owned businesses. 

Small businesses in California owned by undocumented individuals continue to grow and generate economic activity. In 2104, almost 10% of undocumented working age individuals were entrepreneurs. In 2016, they generated more than $3.5 billion in business income in California. California stands to gain, with additional small business certifications to increase procurement opportunities and allow overall economic expansion for the state.

Despite the importance to local communities and the economic contribution to the state, many small businesses are unable to access the benefits of the small business certification program. These businesses offer the same services, products and benefits as other certified businesses. Having a federally issued Employer Identification Number and lawfully paying taxes, some business owners may not have proof of lawful status in this country. This prevents the business from accessing the small business certification process. According to the U.S. Small Business Administration, this restricts the business’s ability to expand and continue contributing to the state’s economic growth. 
The Legislature has a vital role in supporting long-term statewide economic growth while also ensuring the gains from such growth are widespread throughout the entire State. In recognition of the importance of small businesses, the state established the Certified Small Business program, administered by the State Department of General Service. A small business certified under the program is eligible for bidding preferences, prompt payment of state contracts, and bidding preference for prime contractors who subcontract a specified percentage of small businesses, among others. 
California has a 40-year history of employing the Small Business Procurement and Contract Act utilizing state contracting to support business development within targeted business populations.  

Current law, Business and Professions Code § 135.5, created by SB 1159 (2014), prohibits a state licensing entity from denying a contracting license based on an applicant’s citizenship or immigration status. Current law, Unemployment Insurance Code §14107, created by AB 82 (2020) established the Social Entrepreneurs for Economic Development (SEED) Initiative to support emerging entrepreneurs in targeted populations, regardless of immigration status.

Despite these investments, state law does not allow for small business certification for businesses owned or operated by undocumented individuals, limiting their ability to expand, and depriving the state of additional procurement opportunities and tax revenues and receipts.
Author Statement: 
“Despite their importance to local communities and their economic contribution to the state, many small businesses are unable to access the benefits of the small business certification program. These businesses offer the same services, products and benefits as other certified businesses. However, their owners may not have proof of lawful status in this country, even when the federal government has issued them an Employer Identification Number. This prevents them from accessing the benefits of small business certification, restricting their ability to expand and continue to help the state’s economy grow.”

Arguments in Support: 
According to the Central Valley Immigrant Integration Collaborative (CVIIC), “AB 2543 is a necessary reform that has the potential to benefit thousands of immigrants in the Central
Valley and the State of California, opening doors for the expansion of their businesses and enabling them to strengthen and diversify the regional and state economies.”

Arguments in Opposition: None on file
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