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ABPCA Bill Id:AB 2262 (
Author:Reyes) – As Amended Ver:March 19, 2024
SUBJECT:  Small business and Small Business Utilization Program Act
SUMMARY:  This bill encourages cities and counties to adopt Small Business Utilization Plans to leverage local contracting activities to support small businesses and local economic growth.
This bill addresses the issue of limited access for small businesses to government procurement opportunities at the city and county levels. It would require the collaboration of advocates with local agencies to develop strategies for increasing small business participation in procurement and permitting local agencies to report their small business procurement participation to the Office of Small Business Advocate, with the advocate issuing data calls to agencies, subject to funding availability. 
Specifically, this bill:  
1) Requires the advocate to collaborate with local agencies on the development and implementation of local strategies to increase small business participation in local procurement opportunities, as specified. 
2) Including facilitating discussions and sharing examples, when known and available, of small business utilization strategies, technical assistance and outreach models, reciprocity agreements, and structures of preferences and other incentives.
3) Establishes the Small Business Utilization Program finding and declaring all of the following:
A. Small businesses play a crucial role in the state economy and contribute significantly to job creation and economic growth.

B. Establishing a Small Business Utilization Program will promote the inclusion and participation of small businesses in government contracts, fostering economic development.
C. Serves a public purpose and is of benefit to the state to promote and facilitate the fullest possible participation by all citizens. 

D. Serves the public interest to ensure fair and equal opportunities for small businesses to compete for and perform local contracts.
4) Defines for the purpose of this chapter, the following terms:
A. “Commercially useful function” means
i. A contractor is deemed to perform a commercially useful function if the contractor, including a subcontractor, does all of the following:
ii. Is responsible for the execution of a distinct element of the work of the contract.
iii. Carries out its obligation by actually performing, managing, or supervising the work involved.
iv. Performs work that is normal for its business services and functions.

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

B. A contractor or subcontractor shall not be considered to perform a commercially useful function if the contractor’s or subcontractor’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 a small business, a disabled veteran business, or a social enterprise.
i. “Contract” or “procurement” means the procurement of goods, information technology, or delivery of services.
ii. “Local agency” means a city, county, or city and county, including charter cities and charter counties.

5) A local agency may establish a Small Business Utilization Program (SBUP) to increase small businesses’ participation in local agency procurement opportunities.

6) In order to facilitate the participation of small businesses, including microbusinesses, in the provision of goods, information technology, and services to the local agency, the SBUP shall, to the extent feasible, include all of the following:
(a) A small business certification process, including certification criteria, that shall, at minimum, include each small business certification In developing the process and certification criteria, the local agency shall consider reciprocity with the state and other local agencies. Nothing in this chapter prohibits a local agency from also adopting a local small business certification.

(b) A minimum goal of 25 percent procurement participation for small businesses, including microbusinesses, in local agency contracts.

(c) A small business preference and a nonsmall business preference for bidders that provide for small business and microbusiness subcontractor participation in the award of contracts for goods, information technology, and services. These small businesses are required to serve a commercially useful function in the completion of the contract.

(d) Policies and strategies related to training, technical assistance, and resources available to small businesses to enhance their ability to compete for local agency contracts.

(e) Policies and strategies that provide specific considerations to be taken in designing and issuing solicitations to increase small business and microbusiness procurement opportunities while also meeting local agency needs and available funding, including, but not limited to:


i. To the extent feasible and consistent with state law, incentives to small businesses in the procurement process, including, but not limited to, set-asides, subcontracting opportunities, and mandatory small business participation in certain local agency contracts for qualified small businesses.
ii. Policies and strategies that support the local agency in continuously expanding the pool of small businesses and microbusinesses participating in the local agency contracts.
iii. A requirement for the local agency to review the Small Business Utilization Plan and update it as needed, but not less than every four years.
7) Reporting Requirements:
(a) A local agency may submit information on their small business procurement participation to the Office of Small Business Advocate, including progress toward meeting utilization goals.

(b) Subject to funding being available, and upon appropriation by the Legislature for purposes of this chapter, the Office of Small Business Advocate shall issue its first data call to local agencies on or before November 15, 2026. The data call shall cover contracting activities during the prior fiscal year.

(c)  Information from the data call shall include the total number and dollar amount of contracting activities entered into by the local agency during the prior fiscal year in dollars and percentages compared to the baseline year identified in the Small Business Utilization Plan or set by the local agency through another means. The report may also summarize any substantive changes made to the Small Business Utilization Plan, if one has been adopted, during the reporting year.
8) Effective Date: This chapter shall become effective on January 1, 2025.

EXISTING LAW:  
A. Existing law creates within the Governor’s Office of Business and Economic Development the Office of Small Business Advocate, which is led by the Small Business Advocate, to advocate the causes of small business and to provide small businesses with the information they need to survive in the marketplace. 
B. Existing law requires the advocate to, among other duties, collaborate with the Office of Small Business and Disabled Veteran Business Enterprise Services in their activities under the Small Business Procurement and Contract Act, including promoting small business certification.
FISCAL EFFECT:  Unknown
COMMENTS:  

California boasts an impressive over 4 million small businesses, representing 99.8 percent of all businesses in the state and employing 7.2 million people or 47.6 percent of the private workforce—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 author, “Small businesses have demonstrated a unique ability to fill niche business needs, fill gaps in supply chains, bring innovative products and ideas into the marketplace, and help American products enter global markets. While small businesses serve as an essential foundation of the California economy, their economic contributions could be more significant and strengthen local economies if they had access to city and county government procurement opportunities.”

Author Statement: “AB 2262 would encourage cities and counties to adopt Small Business Utilization Plans to leverage local contracting activities to support small businesses and promote local economic growth. Small businesses offer personalized products and services tailored to the needs of their community, fostering a sense of belonging and trust among residents. While small businesses serve as an essential foundation of the California economy, their economic contributions could be more significant and strengthen local economies if they had access to city and county government procurement opportunities. Supporting small businesses not only strengthens the local economy but also creates a ripple effect, as they are more likely to reinvest in the community, sponsor local events, and support other small businesses. Small Business Utilization Plans in local communities are crucial for fostering economic resilience, innovation, and community cohesion. AB 2262 will empower small businesses, invigorate local economies, and cultivate thriving communities for generations to come.”
Arguments in Support: 

Per the bill sponsors, The California Asian Pacific Chamber of Commerce, California Hispanic Chamber of Commerce, and the African- American Chamber of Commerce, they state the following, “Every year, cities and counties contract for millions of dollars in goods, services, and information technology. While civic leaders and residents recognize that public money spent closer to “home” would have the most significant multiplier effect on their community, local companies need help to compete effectively for those contracts. Busy local government staff often have competing priorities for their time, and developing comprehensive Small Business Utilization Programs can take time. The AB 2262 model establishes an optional Small Business Utilization Program for local governments and sets standards for a comprehensive plan that addresses a range of common small business procurement challenges. Further, the bill explicitly authorizes the California Small Business Advocate to collaborate with local agencies to develop and implement their local strategies to increase small business procurement participation.”

Arguments in Opposition: None on file 
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