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ABPCA Bill Id:AB 2030 (
Author:Davies) – As Introduced Ver:February 1, 2024
SUBJECT:  Public contracts:  small business participation
SUMMARY: Expands current authorization that allows state agencies to grant contracts valued between $5,000 and less than $250,000 for goods, services, or information technology to certified small businesses, microbusinesses and disabled veteran business enterprises to now include women business enterprise, LGBT business enterprise and minority business enterprises. 
Specifically, this bill: 
Expands the requirement for a state agency to consider a responsive offer timely received from women business enterprises, LGBT business enterprises, or minority business enterprises. 
Defines women business enterprises, LGBT business enterprises, or minority business enterprises: 	
A. “LGBT business enterprise” is defined as a business enterprise that is at least 51-percent owned by a lesbian, gay, bisexual, or transgender person or persons, or, in the case of any publicly owned business, at least 51 percent of the stock of which is owned by one or more lesbian, gay, bisexual, or transgender persons, and whose management and daily business operations are controlled by one or more of those individuals.

B. “Minority business enterprise” is defined as a business enterprise that is at least 51-percent owned by a minority group or groups, or, in the case of any publicly owned business, at least 51 percent of the stock of which is owned by one or more minority groups, and whose management and daily business operations are controlled by one or more of those individuals. The contracting agency shall presume that minority includes African Americans, Hispanic Americans, Native Americans, and Asian and Pacific Americans.

C. “Women business enterprise” is defined as a business enterprise that is at least 51-percent owned by a woman or women, or, in the case of any publicly owned business, at least 51 percent of the stock of which is owned by one or more women, and whose management and daily business operations are controlled by one or more of those individuals.

EXISTING LAW:  
1. The director of the Department of General Services (DGS) shall conduct a biennial review of the average annual gross receipt levels and may adjust that level to reflect changes in the California Consumer Price Index for all items.



2. The director shall conduct the biennial review and make that adjustment to reflect unique variations or characteristics of different industries, the director may establish, to the extent necessary, either higher or lower qualifying standards than those specified in this subdivision, or alternative standards based on other applicable criteria.

3. Defines “Small business” as an independently owned and operated business that is not dominant in its field of operation, the principal office of which is located in California, the officers of which are domiciled in California, and which, together with affiliates, has 100 or fewer employees, and average annual gross receipts of ten million dollars ($10,000,000) or less over the previous three years, or is a manufacturer with 100 or fewer employees.

4. For the purposes of public works contracts, of the Public Contract Code, and engineering contracts, for public works projects, awarded through competitive bids or otherwise, “small business” means an independently owned and operated business that is not dominant in its field of operation, the principal office of which is located in California, the officers of which are domiciled in California, and which, together with affiliates, has 200 or fewer employees, and average annual gross receipts of thirty-six million dollars ($36,000,000) or less over the previous three years.

5. Defines “Microbusiness” as a small business which, together with affiliates, has average annual gross receipts of two million five hundred thousand dollars ($2,500,000) or less over the previous three years, or is a manufacturer with 25 or fewer employees. 

6. Precludes the qualification of businesses that are dominant in their industry. In addition, the standards shall provide that the certified small business or microbusiness shall provide goods or services that contribute to the fulfillment of the contract requirements by performing a commercially useful function.

7. A certified small business or microbusiness is deemed to perform a commercially useful function if the business does all of the following:

A. Is responsible for the execution of a distinct element of the work of the contract.

B. Carries out its obligation by actually performing, managing, or supervising the work involved.

C. Performs work that is normal for its business services and functions.

D. Is responsible, with respect to products, inventories, materials, and supplies required for the contract, for negotiating price, determining quality and quantity, ordering, installing, if applicable, and making payment.

E. Is not further subcontracting a portion of the work that is greater than that expected to be subcontracted by normal industry practices.



8. A contractor, subcontractor, or supplier will not be considered to perform a commercially useful function if the contractor’s, subcontractor’s, or supplier’s role is limited to that of an extra participant in a transaction, contract, or project through which funds are passed in order to obtain the appearance of small business or microbusiness participation.


9. Economic Equity First Action Plan:  Expands the duties of the small business liaison, who is already tasked with assisting agencies in meeting a 25% small business procurement participation goal, to also develop an “economic equity first” action plan and policy for their respective agency. 

A. Specifies that the “economic equity first” action plan and policy are intended to provide, among other things, direction, recommendations, and strategies to best ensure that disadvantaged business enterprises that also qualify as certified small businesses, are effectively involved in, and benefiting from, the procurement process of the agency.

B. Specifies that the “economic equity first” action play may include, but is not limited to, education and outreach, disadvantaged business enterprise (DBE) stakeholder engagement, and intentional expansion of DBE suppliers, which also qualify as a certified small business, for the agency.

C. Requires the economic equity first action plan and policy to be submitted to the agency secretary, department director, or executive officer by January 1, 2024.  

D. Requires the “economic equity first” action plan to be adopted by January 1, 2025. 


FISCAL EFFECT:  Unknown
COMMENTS:  
California boasts 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. 

According to the 2022 Annual Business Survey (ABS), minority-owned firms employed an average of nine workers and generated annual receipts of $1.41 million. The ABS also noted that in 2021, two-thirds of black-owned firms had fewer than 10 employees; 13% had 10 to 49 employees and only 3% had 50 or more. 2019 data shows that the average Latina-owned business earned less revenue than all women-owned businesses ($50,900 versus $142,900). In a 2020, Economic Survey conducted by Hispanas Organized for Political Equality (HOPE), HOPE found that the vast majority (89%) of Latina-owned businesses are microbusinesses, characterized as sole proprietorships with no employees and annual earnings typically less than $50,000.

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. California has a 40-year history of employing tools such as the Small Business Procurement and Contract Act utilizing state contracting to support business development within targeted business populations.  The statute sets an annual 3% DVBE procurement participation goal, and a 2006 executive order sets a 25% small businesses and microbusinesses participation goal for state agencies, departments, boards, and commissions. Based on the cited statistics and economic contributions of California’s small business, the Committee suggests updating the definition of small business to include and/or further encompass the economic activity and receipts generated by microenterprises. Further defining microbusiness, microenterprise and/or very small business can help the state collect critical data to ensure California business have access to right sized economic tools and opportunities.  

Author Statement: As a proud small business owner, I know firsthand how hard it is to compete in today’s job market. In the Orange County Inland Empire region alone, there are over 230,000 small businesses. Whether it is burdensome regulations or costly fees and permits, it seems like the state does everything it can to be the most unfriendly business state in the nation. AB 2030 is a common-sense measure to ensure we invite more businesses into our state for greater opportunities. If we want to talk about equity, we need to guarantee every business from every type of person has a seat at the table.

Arguments in Support: 

The California Hispanic Chamber of Commerce, the sponsor of the bill states, “AB 2030 will ensure all diverse small businesses are included in the procurement and contracting of goods, services and information technology with the state. Currently, state agencies and departments requesting bids for contracts, not exceeding $250,000, only have to come from businesses owned by a disabled veteran. AB 2030 would ensure the list of businesses would include ALL small businesses including women, minority-owned and LGBT businesses. This is a loophole that must be closed to ensure the 46% of minority-owned businesses in California are included in the state’s procurement process.”

Arguments in Opposition: 

Californians for Equal Rights Foundation oppose the bill stating, “The gender-, sex and race-based preferential treatment proposed in the bill is unconstitutional and illegal. While purporting to render state support to California’s small businesses, a laudable goal indeed, AB 2030 intends to authorize a state agency to “award a contract for goods, services, or information technology with an estimated value of greater than $5,000 but less than $250,000 to an LGBT business enterprise, a minority business enterprise, or a women business enterprise.” This is in facial violation of California State Constitution Article I Section 31(a), established by the passage of Proposition 209, or the California Civil Rights Initiative in 1996.” 


REGISTERED SUPPORT / OPPOSITION:
Support
California African American Chamber of Commerce
California Asian Pacific Chamber of Commerce (CAPCC)
California Association for Micro Enterprise Opportunity
California Hispanic Chamber of Commerce
Los Angeles Area Chamber of Commerce
National Association of Women Business Owners (NAWBO) – California Chapter
Small Business Majority
Support If Amended
Hispanas Organized for Political Equality (HOPE)
Opposition
Californians for Equal Rights Foundation
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