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Executive Summary

This report addresses the extent to which state level regulation of business activities affects
job growth in Silicon Valley.

The question is approached in two different ways:

1. Through an analysis of the extent to which increased government regulation is corre-
lated with changes in jobs in detailed industries.

2. Through an analysis of the behavior of firms with multiple establishments—in particular
firms with business establishments both in Silicon Valley and outside of California.

Using the first method, the evidence suggests the majority of industries in Silicon Valley
have been unaffected by regulations imposed in Sacramento. Of the 263 industries
analyzed, just 64, or just under one-quarter of the industries had job growth that was
negatively associated with increased government regulation. Among those that were
affected, they were largely export oriented, or relatively more foot-loose and prone to mov-
ing activities out of state. These industries include manufacturing and transportation and
warehousing.

The second method, an analysis of multi-establishment firms, shows very little impact on
employment decisions by these firms. Analyzing these firms is in a sense cherry-picking
evidence from among those firms that are the most likely to move employment out of
California. The firms included in the analysis all have facilities out of state that are similar
to their facilities in state. Increased governmental regulatory costs associated with doing
business in California should lead these firms to be among the first to move employment
elsewhere—they already have facilities elsewhere at which they could increase employ-
ment and production to compensate for the declines in California.

Indeed, the analysis looks at changes in employment shares, changes in the patterns of
in-state versus out-of-state births of new establishments and in the death or closure of
establishments in-state versus out-of-state. Throughout the time period of analysis, there is
scant evidence to suggest the regulation of businesses is having an impact on employment
in Silicon Valley.

Instead, there is evidence that Silicon Valley is losing employment relative to other loca-
tions in California. As the regulations in question extend beyond Silicon Valley to the
California border, there must be some other explanation for the declining relative employ-
ment in Silicon Valley. This report does not proceed to establish that other explanation as
the phenomenon is outside of the report’s scope, but it seems likely that changes in relative
housing costs and insufficient infrastructure development, particularly for transportation,
are likely culprits.

2
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Itis important to note there are limitations to this study.

One limitation is that the analysis undertaken is a relative analysis. In particular, the employ-
ment changes in Silicon Valley and California are evaluated relative to employment changes
elsewhere in the United States. To the extent that an impact on employment is not found,

it could be that there is a negative impact, but that similar regulations are being imposed
nationwide. In that case, the regulations being imposed locally are reflective of and not out
of step with the nation’s sentiment regarding business regulation.

Additionally, the multi-establishment firm analysis ends in 2011. During the period 2011-
2015, and into 2016, employment in Silicon Valley has grown dramatically faster than in the
rest of the country. Other regions that experienced faster growth are regions like North
Dakota where employment was fueled by an oil boom. Were these years included in the
analysis, it would be very difficult to attribute much, if any, employment declines to regula-
tory activity in Sacramento.

In the end, this report does finds some potential that regulations in Sacramento had a
negative impact on job creation in Silicon Valley. However, this impact is relatively limited
to industries most able to move out of state and some export oriented industries, but
that there was no discernible influence on job creation in the vast majority of industries in
Silicon Valley.

4
- California Regulations and Employment in Silicon Valley



Introduction

The purpose of this study is to examine the impact of state regulations on Silicon Valley
companies and employment growth.

Although regulations have the potential to affect employment growth, it is important to
consider this effect in the context of the dual purpose of policymaking by governments
at the federal, state, and local level. Without question, it is important for policymakers to
consider the employment consequences when it considers regulating the activities of pri-
vate business enterprises. At the same time, policymakers are tasked with promoting the
general welfare of its constituents. Employment is but one aspect of general welfare, with
issues of health and safety, the environment, and the provision of a social safety net also
playing important roles.

There is a long history of governments implementing social policy through business regu-
lations. The minimum wage, limits on hours worked per week, and the general conditions
in which workers function are all important examples. Each of these regulations has the
potential to reduce employment levels or to slow employment growth. They are also busi-
ness regulations that have become generally accepted, despite their possible influence on
employment.

Despite the dual purpose of business regulation, the focus of the report is on employment
in Silicon Valley. As overall employment in Silicon Valley has been growing rapidly, the
experiment will be one that asks the question of what might have been in the absence of a
set of regulations that were imposed between 1998 and 2014.

The argument for potential job losses is compelling. Anything that raises the cost of doing
business has the potential to raise the cost of the product or service in question. A higher
cost of service and hence price to the consumer results in lower demand for the business. If
there is less demand for the product or service, there may well be fewer employees needed
to provide the lesser amount of production.

Because of the dual purpose of business regulations, there is the potential for regulations
that provide labor or environmental protections to make the location more desirable for
workers, an effect that might well offset the potential job losses. Indeed there is significant
potential in this regard as pertains to the technology sector. By potentially expanding the
pool of available labor, there are thus job expanding influences of business regulations as
well as job reducing influences.

In the case of firms with establishments in multiple locations, specifically, both inside and
outside of California, the decision may not be one of producing more or less, but it may
instead be one of shifting production from one location to another. Rather than employing
people in Silicon Valley, or California more generally, the firm may employ more people, or
grow in another state. Because the regulations are generally statewide, it is unlikely that
employment would fall in Silicon Valley and grow at some other location within California
as a result of the regulations.
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The fundamental exercise is to compare employment growth in Silicon Valley, or in the rest
of California, with employment growth in the rest of the United States. This will be done in
two ways. First, on a detailed industry basis, the report looks at trends in the ratio of indus-
try employment in Silicon Valley and separately in the rest of California to employment in
the other 49 states. To the extent that trends in this ratio appear correlated with increased
numbers of regulations, this will be taken as evidence of a damping effect on employment
associated with the regulations.

Second, employment patterns among multi-establishment firms (MEFs) with establish-
ments located in Silicon Valley as well as outside of California will be examined. In addition
to employment patterns, patterns of establishment births and deaths at the MEFs will also
be examined.

It should be noted that to the extent that we do not find evidence of reduced employment
in Silicon Valley, or broader California, this need not indicate that the regulations have no
effect on employment. It is possible that the other 49 states also implemented regulations
that have a similar employment reducing effect. If that were the case, then there would

be no change in the employment ratios resulting from the regulations in California. If this
was the case, then the implication that California’s regulations are excessively burdensome
is still not valid. True, without them, employment might well be higher, but if they are
comparable to those elsewhere in their employment effect then they more likely reflect the
values of the broader U.S. society rather than reflecting an overactive California legislature.

Relevant California Business Regulations

Data from the California Chamber of Commerce provide a catalog of business regulations
that have been passed in Sacramento between 1998 and 2014. The set of regulations that
are the most likely to have job impacts is based on the stated opposition of the California
Chamber of Commerce. During that time, there were 175 pieces of legislation passed that
were opposed or even labeled as “job killers” by the California Chamber. These regulations
are in a wide variety of topical areas (Table 1).

Not all of these regulations increase costs for all businesses. Some are specific to certain
industries and some apply only to firms where certain practices are present, for instance
obtaining life insurance on certain classes of employees. Their cumulative effect, however,
is likely to be one of negatively affecting the business climate. The greater the number of
business regulations, the less appealing will be doing business in a particular location.

These regulations were imposed between 1998 and 2014 (Figure 1). New regulations are
most common when the economy is doing well. For instance, 2004, 2005, 2008, and 2009
are all years with relatively few new regulations imposed that have the potential to retard
employment growth. In all, some 175 new regulations were imposed during this period, or
about 10 per year on average.
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Table 1: Categories and Counts of Regulations Potentially Affecting Employment’

CATEGORY

Number

Labor and Employment

40

Health

21

Environmental Regulation

19

Workers’ Compensation

10

Water Supply and Quality

o]

Unemployment/Disability Insurance

Agriculture and Natural Resources

Energy

Industrial Safety and Health

Taxation

Civil Litigation

Legal Reform and Protection

Climate Change

Insurance

Economic Development

Local Government

Small Business

Privacy and Confidentiality

International Relations/Trade

Education

NfwWlwlwlwlwilhd|lbdlOwlUuld|X|O|O | N

Other

—_
—_

1. The labels on each piece of legislation are assigned by the California Chamber of Commerce in its annual “Final Status Report on Major Bills” report in

ALERT. See Appendix A for a complete listing of the regulations included in this analysis.

California Regulations and Employment in Silicon Valley -



Figure 1: Timing of Regulatory Action
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Employment Growth

Throughout the period in which these regulations were imposed, employment in Silicon
Valley has been extremely volatile (Figure 2). Indeed, it was relatively high and growing in
the early years and then fell by nearly 25% following the Dot-com recession. The region
was recovering well when the Great Recession struck in 2008. Employment losses in Silicon
Valley were not as severe as in other locations, but were significant nonetheless.

In the years since the Great Recession, the region has more than recovered its recent losses.
Employment in Silicon Valley has recently surpassed its historical peak, previously estab-
lished in 2001 at the height of the Dot-com bubble. Unemployment is also at its lowest
level since 2002.

Silicon Valley has been one of the fastest growing regions in the country since the Great
Recession (Figure 3). Post-recession employment growth in California has outpaced growth
in the rest of the country, perhaps because employment in the state fell further than in the
nation as a whole. Silicon Valley, which also experienced greater job losses during the Great
Recession, resumed the rapid pace of job growth that it had experienced in the several
years prior to the recession and grew much faster than either the state or the nation as a
whole. Silicon Valley employment is now more than 25% above its lowest levels at the end
of the recession.
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Figure 2: Employment and Unemployment in Silicon Valley
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Figure 3: Comparing Employment Growth in Silicon Valley, California, and the United States
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Despite the rapid growth in employment in both the state as a whole and Silicon Valley
specifically, it remains a possibility that employment growth might have been faster in the
absence of these new regulations.

In order to evaluate this possibility, it is necessary to compare employment growth in spe-
cificindustries in Silicon Valley and California more broadly with growth in the rest of the
country. This is accomplished through a very simple regression analysis.

In general, there are a wide variety of forces that influence employment growth. These
forces will vary across regions and industries. It is useful to categorize industries as either:
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+ Local industries:
° Those that are providing generally services to the local economy.

° Examples of local serving industries include retail, real estate, hospital, or other per-
sonal services.

° Employment growth in these industries is primarily driven my local demand.
- Traded industries:

° These are industries that produce a product or service that can be delivered to mar-
kets outside of the region.

° Examples include many professional services, manufacturing, or brokerage services
in New York.

° Employment growth in these industries is primarily driven by growth in the general
economy of the United States.

It is important to note that although local industry employment is heavily driven by local
demand, local demand is often driven by cultural norms in the broader U.S. economy.
Although there are certainly regional differences in the consumption of local services, they
tend to be fairly consistent as a fraction of local gross regional product. In other words,
demand preferences are similar across the country. It is therefore likely that trends in
demand growth will also be similar across the country. At the very least, trends in demand
will be similar across regions.

Both sets of industries are likely to ebb and flow locally with the same industries on a
nationwide basis. It is this idea that drives the statistical analysis. In the analysis, it is the
ratio of local employment to employment in the United States outside of California that is
analyzed. The analysis will look for changes in this ratio that deviate from long run trends
and attempt to attribute some of these changes to the employment damping effects of
statewide regulations and laws.’

Tables 2 and 3 present some summary statistics from these regressions. In all, 263 6-digit
NAICS industries were analyzed for Silicon Valley (Table 2) and for California as a whole
(Table 3). The results for California are included because it is statewide laws and regulations
that are being analyzed and the results for the state ought to be similar to those for Silicon
Valley alone. Indeed, they are, if slightly weaker.

From Table 2, it is evident that these regulations likely have an effect on employment

and that this effect differs by industry. The notion of having an effect on employment in
an industry is that employment either grew more slowly in Silicon Valley (or California in
Table 3) or declined more rapidly in Silicon Valley than it did in the United States outside of
California. Employment can continue to grow in the face of regulations, but the standard
is that it might have grown as quickly as it did in the rest of the country were it not for the
regulations.

2. See Appendix B for a discussion of the regression analysis.
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Among the local industries, several appear little affected by the regulations. In particular,
arts, entertainment, and recreation and accommodation and food services had no 6-digit
NAICS industries showing evidence of slower employment growth because of the regula-
tions. Retail trade and educational services appear to have been affected, but in a relatively
small number of detailed industries. In retail trade, it was found that only 6 of 40 detailed
industries have a potential negative link between regulations and employment. A surpris-
ingly large number of sectors were found to be vulnerable within each of construction,
health care and social assistance, and real estate and rental.

Export industries are predictably among those with a relatively high number of detailed
industries that experienced lower employment because of the statewide regulations.
Although based on a very small number of industries, 2/3 of the agricultural sectors were
affected. Some 40% of the manufacturing sectors were affected, and 44.4% of the trans-
portation and warehousing sectors were affected.

Results are very similar when a control is included for aggregate employment. Across all
sectors, between 24 and 25% of 6-digit NAICS industries are affected. When including an
artificial history, far fewer sectors are affected, just 16.3% of 6-digit NAICS industries.’ That
fewer industries are affected is not a surprise. The artificial history acts more and more like
a simple linear trend. That any industries are affected suggests that there may well be some
residual or non-trend effect associated with regulations put in place since 1998.

3. The“artificial history” merely assumes that the increase in the number of new regulations in the period between 1989 and 1997 was the same as the
average annual number of new regulations between 1998 and 2014.
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Table 2: Numbers of Industries in Silicon Valley that have Been Negatively Impacted by State-

wide Regulations
SPECIFICATION:
4-dig Baseline Agg Controls | Artificial History
NAICS Description A B Share B Share B Share
17 | A9~ Forestry, Fishing 3 2 | 667 | 2 | 667 | o 0.0
and Hunting
23 Construction 26 9 34.6 10 385 4 15.4
31-33 | Manufacturing 15 6 40.0 6 40.0 0 0.0
42 Wholesale Trade 30 6 20.0 7 23.3 4 13.3
44-45 Retail Trade 40 6 15.0 7 17.5 10 25.0
4849 | ITansportationand 9 4 | 444 | 2 | 22| 2 222
Warehousing
51 Information 4 0 0.0 0 0.0 1 25.0
52 Finance and Insurance 14 3 214 3 214 2 14.3
53 | Real Estate and Rental 14 4 | 286 | 4 | 286 | 1 7.1
and Leasing
Prof., Sci., Tech.
54 | Prof.Scl andTec 30 7 | 33| 8 | 267 | o9 30.0
Services
56 | AdminSupportand 15 3 [200] 3 | 200 2 133
Waste Mgmt Srvcs
61 Educational Services 6 1 16.7 2 333 2 333
g | HealthCareandSodial |-, 7 | 318 6 | 2723 | 3 136
Assistance
Arts, E i .
71 rts, Entertainment 6 o | 00 | o | oo 1 16.7
and Recreation
79 Accommo‘datlon and 3 0 00 0 00 0 00
Food Services
Other Services (except
1 2 23.1 19.2 2 7.7
8 Public Admin) 6 6 3 > 0
Total 263 64 243 65 24.7 43 16.3
Notes:
A =The count of all 6-digit NAICS codes in the major industry sector.
B =The count of 6-digit NAICS codes in the major industry sector negatively affected by regula-
tions.
Share =The share of 6-digit NAICS codes in the major industry sector negatively affected by
regulations.

Table 3 performs the same analysis but using all of California as the region. Employment
growth in the entire state is compared to growth in the rest of the country, excluding
California. Results are similar, but there is less evidence of an effect. One significant
difference is in the agricultural sector. For the state as a whole, there is no effect of the reg-
ulations. This suggests that agricultural employment in Silicon Valley need not be in Silicon
Valley, but is more important in the rest of the state. Indeed, there is very little agricultural
employment in Silicon Valley, just over 4,000 jobs in the three 6-digit industries.
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The industry in Silicon Valley agriculture that is not affected by the regulations makes sense.
Itis grapes and vineyards. Both other vegetable farming and floriculture are more mobile
than grapes and vineyards.

Table 3: California Industries Negatively Affected by Statewide Regulations

SPECIFICATION:
4-dig Baseline Agg Controls | Artificial History
NAICS Description A B | Share B Share B Share
Ag., F , Fishi
1 g Forestry, Fishingand | o | 00 0 0.0 0 0.0
Hunting
23 Construction 26 1 3.8 11 423 0 0.0
31-33 | Manufacturing 15 4 26.7 7 46.7 3 20.0
42 Wholesale Trade 30 4 133 6 20.0 3 10.0
44-45 | Retail Trade 40 8 20.0 10 25.0 1 2.5
4g-49 | Transportation and 9 4 | 444 | 4 | 444 1 .1
Warehousing
51 Information 4 0 0.0 0 0.0 0 0.0
52 Finance and Insurance 14 3 214 5 35.7 0 0.0
Real Estate and Rental
53 . 14 1 7.1 3 214 1 7.1
and Leasing
54 | Prof.Sci, andTech. 30 | 6| 200 | 7 | 33| 4 133
Services
56 | AdminSupportand 15 | 1] 67 4 | 267 1 6.7
Waste Mgmt Srvcs
61 Educational Services 6 2 333 2 333 1 16.7
62 | Health Careand Socil 2 | 3] 136 | 5 | 27| o 0.0
Assistance
Arts, E i
- rts, njcertalnment, and 6 0 0.0 1 16.7 0 00
Recreation
72 | Accommodationand 3 o | oo 0 0.0 0 0.0
Food Services
Other Services (except
81 26 3 11.5 9 34.6 2 7.7
Public Admin)
Total 263 | 40 | 152 74 28.1 17 6.5
Notes:

A =The count of all 6-digit NAICS codes in the major industry sector.

B =The count of 6-digit NAICS codes in the major industry sector negatively affected by regula-
tions.

Share =The share of 6-digit NAICS codes in the major industry sector negatively affected by
regulations.

Controlling for overall state employment, the effect of regulations is found to be stronger:
28% of all 6-digit NACIS industries rather than just 15%. The biggest difference is in other
services (+6), construction (+10), and manufacturing (+3).
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This analysis suggests that there is an effect of state level regulations and laws on local
employment, though on less than a quarter of the 263 6-digit NAICS industries ana-

lyzed. Even then, the causality is uncertain. For instance, the largest industry in terms

of employment to have been identified as affected in Silicon Valley is Custom Computer
Programming Services, with employment of nearly 50,000 in 2015. Figure 4 presents a time
series of the share of employment in Silicon Valley contributed by this industry and that
share relative to the share of employment in this industry in the United States outside of
California.

Figure 4: Custom Computer Programming Services
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Source: QCEW, Calculations by Marin Economic Consulting.

Early on in the period under consideration (1998-2014), a technology-centered recession
hit Silicon Valley and employment in this industry shrank significantly. Once the reces-
sion ended, this industry did grow in Silicon Valley — note the growing share of Silicon
Valley employment that is in this industry. However, it grew much more slowly than it did
elsewhere - note the declining ratio of the share in Silicon Valley to the share in the United
States.! For this industry, it is possible that regulations had an effect, but it is also possible
that the industry outside of Silicon Valley was beginning to grow as related technology
activities grew outside of California.

Similar data for Testing Laboratories (Figure 5) are perhaps more compelling as an argu-
ment in favor of regulations. Prior to 1998, both the share of employment in this industry in
Silicon Valley was growing and it was growing relative to the share of employment outside
of California. The decline in employment share in Silicon Valley and in employment share
relative to the same share outside of the United States began in roughly 1998 and contin-
ued through 2008. Since then, there has been a small increase in the local share, but the
increase is very small. Many of the services in this industry are provided in a laboratory and
can likely be provided by companies out of state.

4. This ratio of shares is the explanatory variable in the regressions run above.
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Figure 5: Testing Laboratories
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Figure 6 illustrates the employment pattern in the Fabricated Structural Metal
Manufacturing industry. This is an industry that primarily engages in the manufacture

of concrete reinforcing assemblies. The industry was in decline locally prior to 1998, but
the rate of decline appears to have increased relative to the several years prior to 1998.
Here, the correlation between the growing stock of regulations that might affect industry
employment may just reflect a continuing industry trend.

Figure 7 illustrates the employment changes in Offices of Physical, Occupational and
Speech Therapists, and Audiologists. This is a local serving industry that has seen its

local share of employment grow, but decline significantly relative to the share outside of
California. This is a surprising result and is suggestive that there is some causation inherent
in the correlation found in the regressions.

In the end, although the regressions identify nearly one-quarter of the 6-digit NAICS indus-
tries analyzed as having a negative correlation with the growing stock of regulations, closer
inspection of some industries suggests that it is other factors and not the regulations that
are driving the results. The evidence for an employment reducing effect of regulations in
Silicon Valley is at this point less than overwhelming.
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Figure 6: Fabricated Structural Metal Manufacturing
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Figure 7: Offices of Physical, Occupational and Speech Therapists, and Audiologists
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Multi-Establishment Firms

Another means of checking for the influence of statewide regulations on employment is in
the geographical employment decisions of multi-establishment firms. These are firms that
have establishments in the same industry in both Silicon Valley and outside of California.
Many of these firms will also have establishments elsewhere in California.’

5. The set of firms that are included are only those in operation in each of the 23 years of the sample (1989-2011). Only employment in establishments
owned by those firms that have the same 4-digit NAICS code as the Silicon Valley establishments are included. See Appendix C for more on the data
used in this section.
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Employment among these firms is most likely to be responsive to changes in California
regulations because the option to grow employment outside of California is more readily
available. Not all firms will see this as a viable option, so the response will not necessar-
ily be to increase employment elsewhere, but rather to reduce employment locally. Both
options will be explored in this section. The data allow an analysis of employment shares,
births, and deaths of establishments within a multi-establishment firm.

For the analysis, only multi-establishment firms that were alive throughout the data
period were included in the analysis. The data range from 1989 through 2011. Of these
firms, most are headquartered outside of Silicon Valley and California (Table 4). The firms
included have both a history of owning establishments in Silicon Valley and a correspond-
ing establishment outside of California. A corresponding establishment is defined as a
sibling of the establishment in Silicon Valley that is categorized as operating in the same
4-digit NAICS industry. The sample is limited to these multi-establishment firms as they
are the ones most likely to shift employment away from Silicon Valley and California more
generally, than are other multi-establishment firms. The existence of both a Silicon Valley
establishment and a similar establishment outside of California makes the shifting of
employment outside of California all the more likely.

This constrained set of MEFs, owned and operated in excess of 10,000 establishments that

were at some point operating in Silicon Valley. Approximately 600 of them moved during
their existence to a location outside of Silicon Valley.

Table 4: Geographic Location of MEF Headquarters in the Data

Location Number of HQs
Silicon Valley 389
Both in Silicon Valley and Out (Moved) 108
In the rest of California 483
Outside of California 1,586
Total 2,566

Of these establishments, 5,362 of them were operating in 2011 in Silicon Valley (Table 5).
The largest concentrations of these establishments are in manufacturing (633), retail trade
(1,256), and finance and insurance (601). Of those, just 754 are in 6-digit NAICS industries
identified in the regression analysis of the previous section as being vulnerable to employ-
ment losses from the regulations imposed since 1998.
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Table 5: Count of Establishments in Silicon Valley in 2011 by NAICS-2

Number of 4-Digit
Sub-Categories
Code Industry Total I:’IET:LF:.::IZS
11 Ag., Forestry, Fishing and Hunting 3 0
22 Utilities 19 0
23 Construction 71 3
31-33 Manufacturing 633 56
42 Wholesale Trade 443 116
44-45 Retail Trade 1,256 182
48-49 Transportation and Warehousing 156 61
51 Information 175 0
52 Finance and Insurance 601 88
53 Real Estate and Rental and Leasing 288 14
54 Prof., Sci., and Tech. Services 473 158
55 Mgmt of Companies and Enterprises 5 0
56 Admin Support and Waste Mgmt Srvcs 179 11
61 Educational Services 254 0
62 Health Care and Social Assistance 180 49
71 Arts, Entertainment, and Recreation 50 0
72 Accommodation and Food Services 383 0
81 Other Services (except Public Admin) 193 16
Total 5,362 754

*Vulnerable means that they fall within one of the 64 vulnerable 6-digit NAICS industries identified in
the previous section (Table 2).

Patterns of Firm Employment

In 2011, these MEFs employed 12.3 million workers (Table 6). The vast majority of these
jobs are outside of California, with more than 1.5 million additional jobs in CA, but outside
of Silicon Valley. There were nearly 400 thousand jobs in Silicon Valley. Of the establish-
ments in Silicon Valley, approximately 80 thousand jobs are in industries vulnerable to the
effects of regulations.

18
California Regulations and Employment in Silicon Valley



Table 6: Patterns of Employment in MEFs

Location Vulnerable Other All
Outside of SV 1,159,488 9,161,078 10,320,526
In/Out of SV 8,849 20,910 29,759
Always in SV 70,248 284,303 354,551
In CA, Never in SV 228,449 1,326,888 1,555,337
TOTAL 1,466,994 10,793,179 12,260,173

Finding evidence that regulations have been affecting the geographic distribution of
employment across establishments involves finding that employment in Silicon Valley
and California has been declining as a share of firm employment; i.e., that employment in
California has been diverted to other locations. In what follows, the geographic distribu-
tion of employment among firms headquartered in Silicon Valley, any with a Silicon Valley
presence, and those headquartered anywhere else in California will be analyzed.

Figure 8 and Table 7 provide a look at the distribution of employment for MEFs headquar-
tered in Silicon Valley. The green line in the figure reflects the share of employment that is
in Silicon Valley while the green line reflects the share that is anywhere in California, includ-
ing Silicon Valley. Although these lines trended downward between 1989 and 2004, they
have been trending upward since then.

Figure 8: Employment Patterns of Firms Headquartered in Silicon Valley
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It is more likely that these trends reflect the maturing of the Silicon Valley firms than the
influence of regulations. As they grew, initially, they expanded facilities outside of the
region. In the mid-2000s, however, they would have been relatively mature enterprises.

As mature enterprises, they appear to be maintaining a relatively consistent share of
employment in California at roughly 50%. As mature enterprises, it would seem reasonable
for these companies to be shipping jobs out of the state as the regulatory environment
became increasingly burdensome. The evidence on this front is not compelling.
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Table 7: Employment Patterns of Firms Headquartered in Silicon Valley

Silicon Valley Rest of California All of California Rest of United States Total

Year # (%) # (%) # (%) # (%) #

1989 95,547 64.1 13,218 8.9 108,765 73.0 40,269 27.0 149,034
1990 100,246 63.0 15,303 9.6 115,549 72.6 43,628 27.4 159,177
1991 104,855 63.4 16,673 10.1 121,528 73.5 43,791 26.5 165,319
1992 110,114 59.6 18,948 10.2 129,062 69.8 55,818 30.2 184,880
1993 112,674 56.4 20,963 10.5 133,637 66.9 66,210 331 199,847
1994 114,989 54.8 22,069 10.5 137,058 65.4 72,626 34.6 209,684
1995 122,063 529 24,071 104 146,134 63.4 84,516 36.6 230,650
1996 130,851 53.0 26,003 10.5 156,854 63.5 90,065 36.5 246,919
1997 137,385 50.6 27,226 10.0 164,611 60.7 106,725 393 271,336
1998 153,558 52.1 29,535 10.0 183,093 62.1 111,623 379 294,716
1999 151,368 51.8 31,550 10.8 182,918 62.6 109,273 374 292,191
2000 151,474 51.0 28,871 9.7 180,345 60.7 116,927 393 297,272
2001 142,962 49.9 28,396 9.9 171,358 59.9 114,878 40.1 286,236
2002 134,489 42.1 28,743 9.0 163,232 51.1 156,120 48.9 319,352
2003 124,615 40.6 30,596 10.0 155,211 50.5 151,862 49.5 307,073
2004 118,745 40.2 29,327 9.9 148,072 50.2 147,173 49.8 295,245
2005 136,022 40.0 36,885 10.9 172,907 50.9 166,833 49.1 339,740
2006 136,474 41.0 34,822 10.5 171,296 51.5 161,389 48.5 332,685
2007 143,223 443 34,398 10.6 177,621 54.9 145,910 451 323,531
2008 154,066 42.6 36,547 10.1 190,613 52.7 170,966 47.3 361,579
2009 151,710 45.1 31,257 9.3 182,967 54.4 153,087 45.6 336,054
2010 157,270 47.3 31,494 9.5 188,764 56.8 143,721 43.2 332,485
2011 170,461 44.8 34,055 9.0 204,516 53.8 175,637 46.2 380,153

Among all companies with a Silicon Valley presence, a different picture appears (Figure 9 and Table 8). In this figure, the
green line reflects employment shares in SV while the green line reflects the overall share in California. The green line
appears to be trending downward throughout the figure. This could be evidence of the effect of regulatory burdens, but
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that explanation is inconsistent with the fact that employment in these firms is growing
throughout the rest of California, at a pace that offsets the declines in Silicon Valley.

Accordingly, the declines in Silicon Valley are more likely a result of the environment in
Silicon Valley more specifically. Whether this explanation is one of higher rents, a dearth
of appropriately skilled labor, or other reasons, we cannot be sure. The downward trend in
employment in Silicon Valley is unlikely to be the result of state regulations.’

Figure 9: Employment Patterns Among All Multi-Establishment Firms with A Silicon Valley Pres-
ence
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Of those firms headquartered elsewhere in California, but with a Silicon Valley presence,
the trend is similar to that for all firms in the sample (Figure 10 and Table 9). The share of

employment in Silicon Valley is falling, but the trend is flat or slightly upward in California as
a whole after 2002.

6. A similar figure, but including only those firms that operate in vulnerable industries reinforces this conclusion (See Appendix D.). In that figure,
employment in Silicon Valley, the green line, rises throughout the post 1998 period.
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Table 8: Employment Patterns Among All Multi-Establishment Firms with A Silicon Valley Presence

Silicon Valley Rest of California All of California Rest of United States Total

Year # (%) # (%) # Year # (%) #
1989 170,432 4.4 465,990 12.0 636,422 16.4 3,238,696 83.6 3,875,118
1990 185,679 4.0 545,744 11.9 731,423 15.9 3,855,798 84.1 4,587,221
1991 192,626 4.1 552,861 11.6 745,487 15.7 4,009,957 84.3 4,755,444
1992 207,385 3.8 617,290 1.3 824,675 15.1 4,653,399 84.9 5,478,074
1993 215,679 3.8 633,101 11.3 848,780 15.1 4,770,747 84.9 5,619,527
1994 220,813 3.7 682,020 11.4 902,833 15.1 5,079,569 84.9 5,982,402
1995 235,579 3.7 711,081 11.2 946,660 14.9 5,405,367 85.1 6,352,027
1996 252,554 3.6 760,351 10.7 1,012,905 14.3 6,076,997 85.7 7,089,902
1997 277,278 3.7 855,406 11.3 1,132,684 15.0 6,408,462 85.0 7,541,146
1998 311,689 3.8 980,000 11.8 1,291,689 15.6 6,982,518 84.4 8,274,207
1999 322,779 3.6 1,074,093 12.1 1,396,872 15.7 7,484,235 843 8,881,107
2000 331,533 35 1,128,926 11.9 1,460,459 15.3 8,059,895 84.7 9,520,354
2001 320,910 3.2 1,158,304 1.7 1,479,214 14.9 8,443,605 85.1 9,922,819
2002 325,385 3.2 1,179,053 11.6 1,504,438 14.8 8,630,988 85.2 10,135,426
2003 306,114 3.1 1,186,432 11.9 1,492,546 14.9 8,508,585 85.1 10,001,131
2004 300,599 29 1,213,308 11.9 1,513,907 14.8 8,722,017 85.2 10,235,924
2005 321,897 3.1 1,265,838 12.0 1,587,735 15.1 8,928,621 84.9 10,516,356
2006 327,711 3.1 1,302,508 12.2 1,630,219 153 9,025,846 84.7 10,656,065
2007 330,376 3.1 1,302,706 12.2 1,633,082 15.3 9,013,657 84.7 10,646,739
2008 324,945 3.0 1,400,012 129 1,724,957 15.9 9,119,545 84.1 10,844,502
2009 322,715 29 1,430,992 129 1,753,707 15.8 9,318,768 84.2 11,072,475
2010 333,445 3.0 1,408,308 12.6 1,741,753 15.6 9,398,993 84.4 11,140,746
2011 367,607 3.0 1,570,219 12.8 1,937,826 15.8 10,322,347 84.2 12,260,173
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Curiously, the slight upward trend is a reversal of consistent downward movement in the
share of employment that these firms put in California. It is important to note that these
are vibrant growing firms. Between 1998 and 2011, employment at these firms grew from
729 thousand to nearly 1.3 million, about a 75% increase at the same time that overall
employment in California grew by just 7.5%. It is true that employment in Silicon Valley
grew much more slowly. It is also true that employment in the rest of California among
these firms grew more slowly than did employment in the rest of the Country during this
period; just 58% in California outside of Silicon Valley and 106% in the rest of the County.

This growth pattern could be a reflection of the business climate in California or it could
just be that there are more unexplored markets outside of California. California contributes
about 17% of U.S. GDP, but more than 52.6% of employment in these firms. Faster growth
outside of California than within is not particularly surprising.

Figure 10: Employment Patterns Among Multi-Establishment Firms Headquartered in the rest of
California with A Silicon Valley Presence
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However, it appears to be those MEFs headquartered outside of California that are the
most likely to expand employment in California (Figure 11). The green line in the figure is
trending up throughout the period in question. However, this growth in employment is
not ubiquitous throughout California. The green line, the line representing Silicon Valley’s
share, is trending down throughout much of the period. This suggests that either these
firms have established their presence in Silicon Valley and not the rest of the state or that
there is something else going on in Silicon Valley relative to the rest of the state.’

7. The story is different for MEFs only in vulnerable industries. From Figure A.3, it is clear that MEFs outside of California in these vulnerable industries
are increasing their share of employment that is located in Silicon Valley.
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Table 9: Employment Patterns Among Multi-Establishment Firms Headquartered in the rest of California with A Silicon Valley

Presence
Silicon Valley Rest of California All of California Rest of United States Total

Year # (%) # (%) # Year # (%) #
1989 22,639 6.0 250,388 66.1 273,027 721 105,793 27.9 378,820
1990 26,398 6.4 271,925 66.3 298,323 72.8 111,561 27.2 409,884
1991 26,943 6.2 278,399 64.4 305,342 70.6 126,952 294 432,294
1992 29,863 6.3 295,665 62.3 325,528 68.6 149,303 314 474,831
1993 32,431 6.3 312,301 60.8 344,732 67.2 168,609 32.8 513,341
1994 33,407 6.1 329,643 59.9 363,050 65.9 187,619 34.1 550,669
1995 37,467 6.6 320,404 56.1 357,871 62.7 213,246 373 571,117
1996 36,101 6.2 317,594 54.9 353,695 61.1 224,984 38.9 578,679
1997 38,040 5.8 372,831 56.5 410,871 62.3 248,653 377 659,524
1998 41,451 5.7 393,919 54.0 435,370 59.7 293,495 40.3 728,865
1999 47,739 5.8 418,123 51.2 465,862 57.0 351,547 43.0 817,409
2000 47,836 54 427,797 48.2 475,633 53.6 411,148 46.4 886,781
2001 45,255 5.0 424,293 47.3 469,548 523 428,342 47.7 897,890
2002 43,810 4.8 436,552 47.7 480,362 525 435,374 47.5 915,736
2003 40,550 4.5 444,788 49.7 485,338 54.2 410,235 45.8 895,573
2004 42,091 4.5 472,530 50.5 514,621 55.0 421,878 45.0 936,499
2005 43,077 4.4 486,635 49.2 529,712 53.6 459,178 46.4 988,890
2006 42,676 4.4 483,428 49.5 526,104 53.8 451,435 46.2 977,539
2007 42,923 4.2 499,234 48.7 542,157 528 483,763 47.2 1,025,920
2008 41,847 3.8 567,898 52.2 609,745 56.0 478,424 44.0 1,088,169
2009 44,837 3.8 581,569 494 626,406 53.2 550,208 46.8 1,176,614
2010 46,666 4.0 571,313 48.6 617,979 52.6 557,625 474 1,175,604
2011 49,293 3.9 622,264 48.8 671,557 52.6 604,294 47.4 1,275,851

Figure 11: Employment Patterns Among Multi-Establishment Firms Headquartered Outside of California with A Silicon Valley
Presence
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Patterns of Establishment Starts

Changes in employment by these firms can occur through several different mechanisms.
The changes can occur either through adding to an existing employment base, starting a
new establishment, or closing an existing establishment. The previous section looked at
overall growth in employment. This section looks at births and the next section looks at
closures (deaths).

Figure 12 provides an indication of the geographical distribution of establishment births
among the MEFs headquartered in Silicon Valley. The period between 1989 and 1997 is
one in which these firms are growing more rapidly outside of California than within. This
abruptly changes in 1998 and the trend, although slight, is for more establishment births in
California, both inside of Silicon Valley and out. Again, these are firms that existed through-
out the entire period, but it is possible that the 1990s reflected a growth phase for many of
these firms and the period after 1997 reflects one of more mature stability.

Figure 12: Geography of Establishment Starts by firms headquartered in Silicon Valley
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A different picture unfolds for firms headquartered anywhere in the U.S., but with Silicon
Valley establishments (Figure 13). Throughout the entire time period of the data, 1989-
2011, with the exception of a significant decline of starts in California, but outside of Silicon
Valley, the share of births in California and Silicon Valley is relatively stable. Although, in the
years since 1998, there has been a downward trend in the share of all establishment births
that occurred in Silicon Valley. The trend in births in the rest of California has been some-
what more stable, with a trend upward towards the end of the period.

California Regulations and Employment in Silicon Valley



Figure 13: Geography of Establishment Starts by All Firms with Establishments in Silicon Valley
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The pattern is very similar for firms headquartered outside of California (Figure 14). There is
a general decline in starts in Silicon Valley and the rest of California, though the declines are
very small.

Patterns of Establishment Deaths

Looking at establishment deaths also provides some insight into the potential effects of a
more burdensome regulatory environment. If the regulatory environment is indeed get-
ting more burdensome in California than elsewhere, there should be a growing share of
establishment closures in California and in Silicon Valley, specifically. Closures are perhaps
the most draconian of the possible responses to regulations. Closing an establishment
generally means walking away from substantial investments in human capital, physical
capital, and potentially the local market.

Closures by MEFs headquartered in Silicon Valley have not exhibited the pattern that might
be expected. With higher regulatory burden should come a growing share of closures.
However, the opposite appears to be the case (Figure 15). With the exception of 2002

and 2003, the trend for the share of closures that occur in Silicon Valley or in the rest of
California is declining throughout the period for which data are available: 1998-2011. The
share of closures occurring outside of California is therefore growing over time.
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Figure 14: Geography of establishment starts by firms headquartered outside of California with
Establishments in Silicon Valley
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This is also roughly true of closures by all MEFs in our sample, those in California and through-
out the country (Figure 16). To the extent that there is a trend in either Silicon Valley or the
rest of California it appears to be a declining share of overall closures. This is reasonably com-
pelling evidence that on the whole, the business climate as legislated in Sacramento is not
having a significant impact on establishment closures in the state. Although there remains
the possibility that closures would be even lower were the regulations not passed.

Figure 15: Geography of Establishment Deaths by Firms Headquartered in Silicon Valley
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The actions of MEFs outside of California emphasize this point. With perhaps the greatest
potential for closing establishments that are distant from the headquarters, if the regula-
tory environment is having an impact, it is again to lessen the slowing of the share of deaths
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occurring in Silicon Valley rather than to increase its share (Figure 17). This interpretation,
the slowing of the decline of shares seems unlikely.

Figure 16: Geography of Establishment Deaths by All Firms with Establishments in Silicon Valley
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Figure 17: Geography of Establishment Deaths by Firms Headquartered outside of California
with Establishments in Silicon Valley

=0~ Silicon Valley Rest of California ~ =©= All of California
15
12 W
S 9
v
&
& 6
3 W\O__M—N
0

98 '99 '00 ‘01 02 ‘03 ‘04 05 06 '07 '08 09 "0

Source: National Establishment Time Series

Pre-Existing Regulations

The analysis of this report evaluates the impact of regulations imposed between 1998
and 2014. There are a number of regulations that were put into place before 1998. These

include CEQA, the California Environmental Quality Act, Title 24, and the system of Workers’
Compensation.
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The first two, CEQA and Title 24, arguably make it more difficult and costly to build in
California. In particular, CEQA enables those who object to a particular development on
environmental grounds to file suit blocking the development pending the outcome in
court. This can considerably increase the cost of building and increase the time to comple-
tion of a project. Title 24 imposes energy efficiency standards on new projects. Both were
putin place in the 1970s.

Workers' Compensation has been a part of the California landscape for more than 100
years, but was strengthened in 1993. At times, Worker’s Compensation has been extremely
burdensome.

The question posed here is whether the evidence provided in the previous sections can
shed light on patterns of employment in Silicon Valley and how they may have been
affected by these pre-existing regulations.

Evidence of this effect would consist of a continued downward trend in shares of employ-
ment in Silicon Valley and California alike. Looking at aggregated employment data in
Figure 3 provides little insight into any potential effect of these regulations since 2000.
Employment has ebbed and flowed significantly more in Silicon Valley and California than
in the rest of the country over the last 15 years. At the end of the period, California employ-
ment was significantly higher than in the nation as a whole relative to the beginning of the
period.

Employment in Silicon Valley grew more slowly between 2000 and 2015, but this is a false
comparison. Itis more appropriate to compare employment in Silicon Valley and the
United States from a period of more normal economic activity in each region. It is arguable
that such a period does not exist between 2000 and 2015, but from any starting point after
2005, Silicon Valley employment fares well in comparison to employment nationwide.

The behavior of multi-establishment firms, however, is likely to shed greater light on the
relative merits of growing employment in Silicon Valley or California relative to elsewhere.

The evidence on overall employment in Silicon Valley and California relative to the rest

of the country suggests relative declines in Silicon Valley throughout the time period
between 1989 and 2011, but although the state as a whole showed declines before 1996,
the state has increased its share among these establishments in the years since (see Figure
5). Among MEFs headquartered outside of California, perhaps those least likely to expand
employment in California in the face of these regulations, their share of employment in
California appears to have been growing throughout the time period (see Figure 7). Itis
similarly difficult to look at trends in births and deaths and conclude that there is evidence
of a disadvantage in either Silicon Valley or California as a whole.

Among the MEFs in industries established as vulnerable to recent regulations, perhaps the

most footloose, there is similarly little evidence to support the notion that these pre-exist-
ing regulations are having a lasting effect.
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Conclusions

This report is looking for a relationship between state regulations put in place between
1998 and 2014 and employment implications for Silicon Valley. As these are state level
regulations, there ought to be a similar impact in Silicon Valley as in the rest of California.
The analysis started by looking for industries that have grown more slowly than might be
expected in ways that are correlated with the cumulative number of regulations put in
place throughout this period. Indeed, there are industries that the data suggest may have
been negatively impacted.

The results suggest that about one-quarter of the 6-digit NAICS industries examined have a
negative relationship between the regulations and employment. One-quarter of the indus-
tries saw employment growth that was slower in Silicon Valley than outside of California in
a way that is correlated with an increasing number of regulations that have the potential to
impact employment negatively. This is a significant number and is certainly suggestive of
an employment damping effect of the regulations.

In some cases, the results make sense. Industries where geography matters more are less
likely to show this negative relationship. Roughly the same relationship holds for California
as a whole as for Silicon Valley, but appears to be less pronounced. In other cases, it is clear
that there is mere correlation and causation is difficult to infer. The case for a significant
overall employment damping effect on Silicon Valley is quite weak.

This analysis is followed by a detailed examination of the actions of firms that might be
expected to be the most footloose, and hence the most responsive to changes in the
California Business Climate: multi-establishment firms with similar establishments both in
Silicon Valley and outside of California. These include firms in a wide variety of industries
headquartered in Silicon Valley, elsewhere in California, or anywhere else in the United
States. Employment patterns and patterns of establishment births and deaths were each
presented in detail.

From an employment perspective, there appears to be some support for the notion that
Silicon Valley is losing some of its employment share during the period in question, but
that the state overall is not. If the regulatory environment were the primary driving force
behind these share losses, it would also be occurring in the rest of the state. The patterns
of births and deaths, whether for all firms or just those in vulnerable industries also fail to
provide support for an increasingly burdensome regulatory climate.

Evidence that California as a whole is suffering a burden from increased regulations in the
state is relatively scant. There is evidence that firms that can do so are opting to increase
employment outside of Silicon Valley, within California. Accordingly, it is much more likely
that it is other factors that are causing this trend, rather than statewide regulations. It is
possible that these regulations are simply more burdensome for Silicon Valley, but why this
might be is not clear.
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Instead, it is much more likely that Silicon Valley is suffering a burden because of other
factors. In particular, throughout much of the period, housing prices have been higher in
Silicon Valley than in much of the rest of the state. That housing production in the Bay Area
more generally has not kept pace with housing demand is well documented. Perhaps it is
this factor that is slowing growth in specific industries.

The analysis contained in this report presents some small evidence in favor of the notion
that a regulatory environment has affected employment growth in Silicon Valley. However,
the evidence presented is quite weak. The analysis here cannot rule out the possibility
that regulations are (minimally) slowing growth in Silicon Valley, but a more compelling
argument, in light of the evidence, is that other local factors are creating a more significant
burden.

.
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APPENDIX A

Regulations with the potential to increase the cost of doing business in
Califonria, as identified by the California Chamber of Commerce between
1998 and 2014.

This appendix lists all of the California state regulations that the California Chamber of Commerce opposed as costing the
state jobs, but that were eventually passed. The Description of Regulations is as it was published in the Chamber’s ALERT
publication. The Type is also as reported in that same publication.

Year

1998

Description of Regulation

Employment Discrimination. SB 654 (Johnston) expands employer liability by
including discrimination on the basis of a genetic characteristic into the Fair
Employment and Housing Act. Oppose.

Type

Labor and Employment

1998

Target Inspection and Assessment. AB 1957 (Knox) extends until 2000 the sunset
date of the $7 million annual employer assessment used to support the Cal/OSHA
Targeted Inspection and Consultation program. Oppose.

Industrial Safety and Health

1999

Mandatory Free Services. AB 531 (Soto) places an unfair mandate on service sta-
tions by requiring them to provide free air and water to gas-buying customers.
Oppose.

Environmental Regulation

1999

Hazardous Waste Disposal Fees. SB 606 (O’Connell) creates undue burdens on small
businesses by increasing disposal fees by five times for businesses that do not
recycle hazardous waste when the state finds such recycling to be economically
and technologically feasible. Oppose.

Environmental Regulation

1999

Lawsuits. SB 1237 (Escutia) increases insurance premiums for business and consum-
ers by $1.5 billion, by allowing a second “third party” lawsuit against an insurance
company for strongly defending its client. Applies to personal injury lawsuits. Only
leads to more lawsuits and higher insurance premiums. Oppose.

Civil Litigation

1999

Unrealistically Broadens Age Discrimination Definition. SB 26 (Escutia) makes it
an unlawful employment practice for an employer to refuse to hire or employ, or
to discharge, dismiss, reduce, suspend or demote, any individual over the age of
40 based on wages or salary. Declares the Legislature’s rejection of the opinion in
Marks v. Loral Corp. Oppose.

Civil Litigation

1999

Overtime. AB 60 (Knox) requires hours worked in excess of eight hours in one day
as well as more than 40 hours in one workweek are to be paid time-and-a-half;
reinstitutes double-time after 12 hours in a single work day; reinstates unwork-
able alternate work schedule provisions; raises the base wages for managerial
employees; makes supervisors and payroll clerks personally liable for mistakes in
calculating overtime pay, among many other provisions. Oppose.

Labor and Employment

1999

Sick Leave Mandates. AB 109 (Knox) requires employers who voluntarily offer paid
sick leave to allow employees to use at least half of the total leave package to tend
to an ill parent, child or spouse. Oppose.

Labor and Employment

1999

Labor Disputes. AB 1268 (Kuehl) tightly limits the liability of labor union officials
for the unlawful actions of individual union members. Unfavorably changes trade
dispute injunction process. Oppose.

Labor and Employment
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1999

Health Premium Increase - Fear of Lawsuits - Defensive Medicine. SB 21 (Figueroa)
increases health care premiums by creating unlimited health care plan liability.
Oppose.

Health

1999

Health Premium Increase - Nurses Used When Not Needed. AB 394 (Kuehl) increases
health care premiums by restricting the use of non-nurses in nursing settings, even
where nurses are not required. This bill imposes nurse-staffing ratios similar to
those rejected by the voters in 1996. Oppose.

Health

1999

Health Premium Increase - Mental Health Mandate. AB 88 (Thomson) increases
health care premiums by mandating that all health care plans cover mental iliness
at the same level as physical illness. Oppose.

Health

1999

Health Premium Increase: Phenylketonuria (PKU) Mandate. SB 148 (Alpert) increases
health care premiums by mandating that a health care plan cover formula and
specially formulated food for treatment of PKU. Oppose.

Health

1999

Health Premium Increase: Diabetes Treatment Mandate. SB 64 (Alpert) increases
health care premiums by mandating that health plans cover diabetes equipment,
supplies, medications, outpatient self-management education and medical nutri-
tion therapy. Oppose.

Health

1999

Health Facilities: Retaliation. SB 97 (Burton) creates a presumption that a hospital
has discriminated against an employee if the hospital makes any unfavor-

able change in the employee’s condition of employment within 120 days of an
employee filing a grievance or complaint with a government agency. Oppose.

Health

1999

Unemployment Disability Increase. SB 656 (Solis) increases the state disability
insurance (SDI) maximum weekly benefit to $490 from the current $336, increas-
ing employee- and employer-paid SDI taxes by $328 million annually, with the
maximum per employee contribution increasing from $191 to $278 annually. Also
links all future SDI increases to future increases in workers’ compensation benefits.
Oppose.

Unemployment/Disability Insurance

1999

Workers’ Compensation Insurance. AB 279 (Wayne) increases the penalty for failure
to secure or inadvertent loss of workers’ compensation coverage from the current
level of $1,000 to $10,000. The bill also increases the current misdemeanor jail term
from six months to one year in county jail. Oppose.

Workers’ Compensation

2000

Flood Control Funding. AB 1147 (Nakano) changes the percentage that the state
will pay for flood control projects from 70 percent to 50 percent, imposing incred-
ible economic burdens on local communities. Oppose.

Agriculture and Natural Resources

2000

Wage and Hour. AB 2509 (Steinberg) includes new mandatory posting of appellate
bonds; considerably expands paystub reporting mandates on all employers; bars
employer’s right to recoup costs and attorney fees when court deems citations
invalid; establishes new meal and rest period penalties, among other provisions.
Oppose.

Labor and Employment

2000

bounty hunter civil actions to force compliance. Oppose.

Labor and Employment

2000

Conflict with Federal Disability Law. AB 2222 (Kuehl) deletes current definitions

of physical and mental disabilities and creates new, expansive definitions of what
constitutes discrimination under both Unruh Civil Rights Act and Fair Employment
and Housing Act in direct conflict with several recent U.S. Supreme Court decisions.
Oppose.

Labor and Employment

2000

Domestic Violence Leave Act. AB 2357 (Honda) enacts the “Victims of Domestic
Violence Employment Leave Act” Substantially expands reasons to take protected
leave on the basis of domestic violence on all employers. Places additional leave
mandates on employers with 25 workers or more. Oppose.

Labor and Employment
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2000

Employee Liability for Sexual Harassment. AB 1856 (Kuehl) imposes personal
liability on co- workers for sexual harassment in the workplace. Significant litigation
costs for employers, who are legally obligated to indemnify all workers for issues
arising out of or in the course of their employment. Oppose.

Labor and Employment

2000

Cal/OSHA Enforcement: District Attorneys. AB 1599 (Torlakson) authorizes the
Department of Industrial Relations to redirect previously approved budget dollars
to contract with outside agencies, such as district attorneys, to enforce and directly
prosecute employers for safety and health violations. Oppose.

Industrial Safety and Health

2000

Workers’ Compensation Non-Renewal Notices. AB 2297 (Calderon) eliminates
requirement that workers’ compensation insurance carriers issue separate notices
associated with premium increases of less than 25 percent. Oppose.

Workers’ Compensation

2000

Prevailing Wage. SB 975 (Alarcon) seriously threatens economic development
and job growth by making private commercial and residential projects subject to
prevailing wage if they receive any consideration by state or local government.
Oppose.

Economic Development

2000

Employment Lawsuits: New Basis: Language Policies. AB 800 (Wesson) provides
new basis for employment lawsuits if employers adopt or enforce a policy that
limits or prohibits the use of any language in any workplace. Oppose.

Labor and Employment

2000

Discrimination: Expansion of Employer Liability. AB 1015 (Wright) makes it an
unlawful practice for an employer to take any adverse employment action against
a person in the terms, conditions or privileges of employment because of lawful
activities outside of work. Oppose.

Labor and Employment

2000

Lactation Accommodation. AB 1025 (Frommer) requires all employers to provide
additional unpaid breaks, a private place other than a restroom stall that is in close
proximity to the workstation to pump milk or permit workers to pump breast milk
at their workstations. Oppose.

Labor and Employment

2000

Reopening of Dismissed Employment Claims. AB 1069 (Koretz) reopens claims pre-
viously dismissed by state Labor Commissioner by the filing of a request for a new
investigation by the federal Department of Labor. Oppose.

Labor and Employment

2000

Janitorial and Maintenance Workers: Compelled Employment. SB 20 (Alarcén)
unreasonably proposes to eliminate one side of the “at-will” relationship at the
expense of the other. Also places numerous new mandates on businesses that con-
tract for janitors or building maintenance. Oppose. maintenance. Oppose.

Labor and Employment

2000

Electrical Rate Restructuring. SB 85XX (Burton) prohibits the California Public
Utilities Commission from raising rates for residential customers upon the termina-
tion of the 10 percent rate freeze established under a prior bill, further displacing
rates onto other businesses that have already seen their electric rates increased
from 50 to 200 percent since January. Oppose.

Energy

2000

Joint Labor-Management Committees: New Right of Action to Sue Employers. SB

588 (Burton) creates ability of joint labor-management health and safety commit-
tees to sue public works contractors and subcontractors for failure to pay correct

prevailing wage rate. Oppose.

Industrial Safety and Health

2000

Subdivision Map Act. SB 497 (Sher) establishes onerous new standards for lot line
adjustments. Oppose.

Other

2000

Unemployment Insurance Benefit Increase. SB 40 (Alarcon) requires the state
Unemployment Trust Fund to pay out an additional $4.6 billion over the next four
years by increasing the Ul weekly benefit by 95 percent; creates new ability for
part-time workers to collect Ul and does not contain any streamlining reforms to
mitigate the economic impact. Oppose.

Unemployment/Disability Insurance
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2002

Vehicle Emissions. AB 1493 (Pavley) amended to incorporate provisions of AB 1058
(Pavley) giving authority to the California Air Resources Board to reduce consump-
tion of gasoline by redesigning automobiles. Oppose.

Environmental Regulation

2002

Low-Level Radioactive Waste Disposal. AB 2214 (Keeley) increases the costs to
business for disposal of low-level radioactive waste by establishing new design
standards for low-level waste disposal facilities. Oppose.

Environmental Regulation

2002

Frivolous Lawsuit Enhancement Act. SB 688 (Burton), originally SB 476 (Escutia),
extends the statute of limitations from one to two years for personal injury claims
and extends the amount of time for a party to respond to a summary judgment
motion from 14 to 61 days. Oppose.

Civil Litigation

2002

Economic Development. AB 857 (Wiggins), incorporating elements of SB 741 (Sher),
constrains economic development by requiring state infrastructure expenditures
to meet all the following requirements: infill development and equity; resource
protection; and efficient development patterns. Oppose.

Economic Development

2002

Local Labor Standards. AB 2509 (Goldberg) increases employers’ costs by ensuring
local governments may use state funding to establish and enforce local employ-
ment-related rules, fines and penalties. Oppose.

Labor and Employment

2002

Business Closures: New Notice, New Penalties and New Ul Tax Liability. AB 2957
(Koretz) establishes new, parallel, state version of federal WARN Act requirements
with new notices, new fines, increased unemployment insurance tax liability and
increased risk of lawsuits when a business with more than 75 workers must close
down, relocate or lay off more than 50 workers. Oppose.

Labor and Employment

2002

Age Discrimination Lawsuits: New Basis. AB 1599 (Negrete McLeod) increases the
exposure of employers to meritless lawsuits by adding new reasons to file an age
discrimination lawsuit against an employer. Oppose.

Labor and Employment

2002

Sick Leave Conditions. SB 1471 (Romero) creates a new reason to sue employers by
making it an automatic violation if sick leave taken by an employee to tend to ill
family members is used in enforcing any aspect of the company’s absence control
policies. Oppose.

Labor and Employment

2002

Prescription Drugs. SB 842 (Speier) gives the state the authority to mandate the
drugs or class of drugs that employers would be required to include when purchas-
ing a pharmaceutical benefit for their employees. Oppose.

Health

2002

Auto Insurance. SB 1427 (Escutia) increases auto insurance costs for employers
who subsidize the low-cost auto insurance pilot program in Los Angeles and San
Francisco by deleting the sunset date, decreasing the amount of premium charged
and increasing the number of individuals eligible for the program. Oppose.

Insurance

2002

Cal/OSHA Criminal Investigations, Private Contributions for Enforcement. AB 2837
(Koretz) potentially removes Cal/OSHA's authority as lead investigator of work-
related injuries and deaths and transfers to local district attorneys for criminal
prosecution; establishes new criminal and civil penalties; and permits individuals
and organizations to “contribute” to new fund for enforcement, among other provi-
sions. Oppose.

Industrial Safety and Health

2002

New Wage Mandates: Contractors. AB 1357 (Wiggins) increases costs to small
businesses by mandating that California businesses nearly match state employee
wages and benefits in order to be eligible to bid on certain state contracts and
leases. Oppose.

Small Business

2002

Community Colleges: Contract Restrictions. SB 1419 (Alarcon) creates new barriers
for businesses that desire to provide goods or services to the California community
colleges by prohibiting contracts with private vendors at all California community
college campuses. Oppose.

Small Business

A
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2002

Paid Family Leave: Mandated Benefits. SB 1661 (Kuehl) subjects all California
employers to the nation’s first paid family leave program, paid for by significant
new taxes on all workers. Oppose. Takes effect January 1, 2004.

Unemployment/Disability Insurance

2002

Retroactive Unemployment Insurance (Ul) Increase. SBX3 2 (Alarcon) increases the
Ul tax collections and does not contain any streamlining reforms to mitigate the
economic impact on employers. Oppose.

Unemployment/Disability Insurance

2002

Benefit Increase. AB 749 (Calderon) increases workers’ compensation benefits with-
out offsetting reforms. Oppose.

Workers’ Compensation

2002

Temporary Employees. AB 2816 (Shelley) requires temporary employee placement
services to provide workers’ compensation insurance based on the modification
rate of their client and not the job safety record of the employment company.
Oppose.

Workers’ Compensation

2003

Natural Resources: Timber Harvesting. SB 810 (Burton) causes unnecessary and
costly delays of the review process by requiring that timber harvest plans be
reviewed and approved by regional water boards in addition to Department of
Forestry. Oppose.

Agriculture and Natural Resources

2003

Oil Pipelines. AB 16 (Jackson) sets up additional, unnecessary regulatory barriers
and hurdles that could further hamper California in its efforts to keep its refiner-

ies supplied with crude oil, particularly during an energy crisis or state or state or
national emergency. Oppose.

Agriculture and Natural Resources

2003

Contracts for Labor or Services. SB 179 (Alarcon) shifts liability from the contractor
to the employer if the contract is insufficient to cover all labor law costs. Oppose.

Agriculture and Natural Resources

2003

Protect California Air Act. SB 288 (Sher) moves California away from federal New
Source Review guidelines for stationary air sources. Oppose.

Environmental Regulation

2003

Solid Waste. SB 20 (Sher and Romero) places a fee upon the sale of televisions and
monitors to fund a new state recycling program. Oppose.

Environmental Regulation

2003

Dry Cleaners. AB 998 (Lowenthal) enacts a $3 per gallon of perchloroethylene fee
for dry cleaning operations and funding a grant program for dry cleaners to transi-
tion to non-perc methods of cleaning. Oppose.

Environmental Regulation

2003

Air Emissions. SB 656 (Sher) speeds implementation of restrictions to reduce fine
particulate matter emissions, allowing insufficient time for scientific or cost-benefit
analysis. Oppose.

Environmental Regulation

2003

Solid Waste Facilities. AB 1497 (Montanez) mandates costly new requirements on

solid waste facilities that will result in more expensive waste disposal costs. Oppose.

Environmental Regulation

2003

Civil Actions. SB 515 (Kuehl) encourages “not in my backyard” (NIMBY) litigation by
granting opponents of new development projects immunity from motions to strike
when there is no probability of success. Oppose.

Civil Litigation

2003

Confidential Settlements. AB 634 (Steinberg and Simitian) limits use of confidential
settlements in lawsuits dealing with elder abuse. Oppose.

Civil Litigation

2003

Domestic Partner Benefits. AB 17 (Kehoe) prohibits a state agency from entering
into a contract for the acquisition of goods or services with a vendor or contractor
that does not offer benefits to domestic partner employees. Oppose.

Economic Development

2003

Schools: Carbonated Beverages. SB 677 (Ortiz) interferes with what should be a
local decision by prohibiting or limiting sale of carbonated beverages in schools
beginning in 2004. Oppose.

Education

2003

Employment Discrimination: New Liability. AB 76 (Corbett) provides that an
employer will be held liable, under the provisions of the Fair Employment And
Housing Act (FEHA), for the sexual harassment of a worker by any person, such as
clients or customers. Oppose.

Labor and Employment
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2003

Attorney Fees in Employment Cases. AB 223 (Diaz) provides new incentive to file
frivolous lawsuits against employers by ordering employers to pay attorney fees
and costs when a worker is awarded one penny or more by a court. Oppose.

Labor and Employment

2003

Labor Code Private Attorney General Act of 2004 - a new private right of action to
enforce any and all Labor Code provisions and keep a portion of assessed fines and
penalties. Oppose.

Labor and Employment

2003

New Workplace Leave Program: Crime Victims. SB 478 (Dunn) establishes new,
unlimited right to workplace leave program for some employees. Oppose.

Labor and Employment

2003

Employment Discrimination: New Liability. AB 196 (Leno) creates new basis for
employment discrimination lawsuits for gender identity discrimination under the
Fair Employment and Housing Act. Oppose.

Labor and Employment

2003

Foreign Languages. AB 309 (Chu) is costly requirement that business deliver to
the other party a translation of any contract or other agreement not negotiated in
English in the foreign language used during the negotiation. Oppose.

Labor and Employment

2003

Health Care Tax. SB 2 (Burton and Speier) requires employers to provide health
insurance to every employee in California and their dependents or pay a health
care coverage tax into a state fund. Multibillion-dollar mandate. Oppose.

Health

2003

Health Insurance Counseling Fees. SB 413 (Speier) increases annual fee assessed
by Department of Aging on health care service plans to offset costs of counseling
seniors on health maintenance organizations (HMOs). Oppose.

Health

2003

Life Insurance. AB 226 (Vargas) prohibits the issuance of corporate-owned life insur-
ance (COLI) on non-exempt employees. Oppose.

Insurance

2003

Cal/OSHA Workload Increase. AB 1719 (Koretz) unnecessarily imposes new duties
on Cal/OSHA that will needlessly consume division’s scarce resources. Oppose.

Industrial Safety and Health

2003

Unsolicited E-Mail Advertising. SB 186 (Murray) defines unsolicited e-mail too
broadly, capturing legitimate business transactions. Oppose.

Other

2003

Internet Privacy. AB 68 (Simitian) requires Internet operators to post privacy notices.

Oppose.

Privacy and Confidentiality

2003

Onerous New Barriers to State Contracting. SB 578 (Alarcén) enormously expands
restrictions in all state procurement contracts by creating new state barriers that
require all contractors and subcontractors to pay “living wages,”and prohibits man-
datory overtime, at-will employment, or verbal harassment or abuse of workers;
among many other provisions. Oppose.

Small Business

2003

Water Quality. SB 923 (Sher) increases costs to agricultural and timber industries
with new fees and permitting requirements. Oppose.

Water Supply and Quality

2004

Pesticide Drift Exposure. SB 391 (Florez) increases cost of liability insurance to farm-
ers for drift exposures. Great potential for abuse of program. Oppose.

Agriculture and Natural Resources

2004

New Training Mandates: Harassment. AB 1825 (Reyes) unnecessarily increases costs
by adding new sexual harassment training mandates on most public and private
California employers. Oppose.

Labor and Employment

2004

Asthma Treatment Care. AB 2185 (Frommer) increases health care premiums by
mandating health care service plans to cover asthma treatment. Oppose.

Health

2004

Unemployment Insurance Taxes. AB 664 (Lowenthal) is a significantly flawed
attempt to conform state unemployment insurance law to recent federal changes.
Oppose.

Unemployment/Disability Insurance

2004

WARN Act: Unemployment Insurance. AB 2028 (Koretz) unreasonably permits
“triple dipping” by stating that a $500 per day civil penalty awarded to worker from
an employer for a WARN Act violation is not a bar to collecting Ul benefits. Oppose.

Unemployment/Disability Insurance

A
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2004

Water Rights Regulations. AB 2121 (Committee on Budget) potentially increases
amount of water for environmental purposes at the expense of business, cities and
farms. Adds limitations on new water rights holders. Oppose.

Water Supply and Quality

2005

Additional Insurance Requirements; Cost Increase. SB 150 (Escutia) increases the
cost of insurance for business and individuals by adding new burdensome and
unnecessary requirements on insurance carriers. Oppose/Former Job Killer.

Insurance

2005

Onerous Fax Communication Restrictions. SB 833 (Bowen) increases costs by
placing onerous administrative and economic burdens on businesses by in effect
requiring written consent from their own customers and clients prior to sending
certain fax communications. Oppose/Job Killer.

Privacy and Confidentiality

2006

Halts Economic Growth. AB 32 (Nunez; D-Los Angeles) increases costs for California
businesses, makes them less competitive and discourages economic growth with
little or no proven environmental benefit by adopting an arbitrary cap on carbon
emissions. Oppose/Job Killer.

Environmental Regulation

2006

Lead Plumbing. AB 1953 (Chan; D-Oakland) enacts a drastic and unrealistic reduc-
tion in the maximum level of lead in plumbing products and fixtures. Oppose.

Environmental Regulation

2006

Minimum Wage. AB 1835 (Lieber; D-Mountain View) increases the cost of doing
business by raising the state minimum wage to $7.50 in 2007 and to $8 in 2008,
giving California the highest minimum wage rate in the nation. Oppose/Former Job
Killer.

Labor and Employment

2006

Increases Electricity Costs. SB 1368 (Perata; D-Oakland) limits the available power
sources to meet California’s energy demands while substantially increasing the
price of electricity to consumers and businesses by establishing an unattainable
greenhouse gas emission performance standard. Oppose/ Job Killer.

Energy

2006

Electricity: Self-Generation Incentive Program. AB 2778 (Lieber; D-Mountain View)
compromises the state’s energy supply by arbitrarily restricting certain technolo-

gies from being eligible to receive funding through the Self-Generation Incentive
Program (SGIP). Oppose.

Energy

2006

Health Care Mandate. AB 2012 (Emmerson; R-Redlands) increases health care
premiums by mandating health care plans that cover orthotic or prosthetic devices
provide the same amount of this benefit as provided for other health plan benefits.
Oppose.

Health

2006

Discount Drug Program. AB 2911 (Nunez; D-Los Angeles) shifts the cost of prescrip-
tion medicines from the state to the private sector by imposing cost controls on
medicines purchased for Medi-Cal recipients. Oppose.

Health

2006

Insurance: Community Investments. AB 925 (Ridley-Thomas; D-Los Angeles)
increases insurance premiums by mandating the reporting of incomplete infor-
mation on an insurer’s community investments and does nothing to improve the
insurance market. Oppose.

Insurance

2006

Tax Increase. SB 663 (Migden; D-San Francisco) increases taxes on multinational
companies that do business in California by taxing investment income earned
outside the United States. Oppose.

Taxation

2006

Hydrogen Alternative Fuel. SB 1505 Lowenthal (D-Long Beach) hinders efforts to
develop hydrogen as a transportation fuel by locking in statute overly prescriptive
standards. Oppose.

Other

2007

Children’s Products: Phthalates. AB 1108 (Ma; D-San Francisco) harms the California
economy by prohibiting the manufacture, sale or distribution of children’s products
containing certain concentrations of phthalates without scientific evidence the
chemicals are harmful. Oppose.

Environmental Regulation
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2007

Hazardous Waste: Santa Susana Field Laboratory. SB 990 (Kuehl; D-Santa Monica)
overrules local land use decisions by prohibiting the sale, lease, sublease or other
transfer of any land presently or formerly occupied by the Santa Susana Field
Laboratory until the Director of Toxic Substances Control certifies that the land
has undergone complete remediation of chemical and radioactive contamination.
Oppose.

Environmental Regulation

2007

California Toxic Release Inventory Program. AB 833 (Ruskin; D-Redwood City)
increases costs to do business in California with no additional public bene t by
creating the California Toxic Release Inventory Program to take effect in the event
that the federal Emergency Planning and Community Right-to-Know Act of 1986 is
made less stringent either through legislation or regulation. Oppose.

Environmental Regulation

2007

Cost Shift. AB 1324 (De La Torre; D-South Gate) shifts more cost of the uninsured
to employers by requiring health plans to pay for employee medical services when
they are no longer covered by the plan. Oppose.

Health

2007

Unfair Competition: Actions by City Attorneys. SB 376 (Migden; D-San Francisco)
inappropriately carves out exceptions to existing business defenses under the
unfair competition law by authorizing San Francisco district attorney to prosecute
unfair competition claims. Oppose.

Legal Reform and Protection

2007

Limited Liability Companies: Restriction of Taxpayer Remedies. AB 198 (Assembly
Budget Committee) violates taxpayer rights by retroactively restricting taxpayer
remedies in pending court litigation challenging the constitutionality of the limited
liability company tax and sets a dangerous precedent for taxpayer challenges of
other tax laws and the Legislature’s continued passage of unconstitutional tax laws.
Oppose.

Taxation

2007

Housing Development Restrictions. AB 70 (Jones; D-Sacramento) slows develop-
ment of housing by imposing joint liability on cities and counties for any flood
damage, if they unreasonably permit housing in undeveloped areas that are pro-
tected by a state flood control project. Oppose/ Former Job Killer.

Water Supply and Quality

2007

Vended Water. SB 220 (Corbett; D-San Leandro) increases costs to bottled water
industry by requiring additional information on bottles. Oppose.

Water Supply and Quality

2007

Medical Treatment Utilization Schedule. AB 1073 (Nava; D-Santa Barbara) increases
workers’ compensation costs by altering the caps on physical therapy, occupational
therapy and chiropractic care. Oppose.

Workers’ Compensation

2007

Inpatient Burn Diagnoses: Reimbursement Review. AB 1269 (Hernandez; D-La
Puente) circumvents the regulatory process by requiring the Division of Workers'
Compensation to increase reimbursements for inpatient burn diagnoses treatment.
Oppose

Workers’ Compensation

2008

Limits Transportation Capacity. SB 375 (Steinberg; D-Sacramento) thwarts the intent
of voters who approved broad-based transportation bonds and limits increased
transportation capacity in certain areas of the state by prioritizing transportation
projects in areas identified as a preferred area for growth. Oppose/Job Killer.

Other

2008

Bypasses Open Rulemaking. AB 1183 (Lieber; D-San Jose) requires the Occupational
Safety and Health Standards Board to adopt permissible exposure levels as
determined by the Office of Environmental Health Hazards Assessment, with few
exceptions, trumping the effective and participatory rulemaking process now in
place. Oppose.

Industrial Safety and Health

2008

Expanded Employer Liability. AB 2075 (Fuentes; D-Sylmar) expands employer
liability in meal period litigation by adding to what is included within the prohibi-
tion of an execution of a release by an employee for wages due and hours worked.
Oppose.

Labor and Employment
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2008

Public Financing of Secretary of State Campaigns. AB 583 (Hancock; D-Berkeley)
inappropriately taxes lobbyists and lobbyist employers to publicly finance the
political campaigns of candidates running for the Secretary of State. Oppose.

Other

2010

Greenhouse Gas Regulation. SB 104 (Oropeza; D-Long Beach) Dilutes the California
Air Resources Board’s ability to adopt reasonable and cost-effective climate change
regulations by adding a new gas to be regulated under the AB 32 greenhouse gas
reduction program. Oppose.

Climate Change

2010

Increased Costs: Mandated Expanded Reconstructive Surgery Coverage. SB 630
(Steinberg; D-Sacramento) Increases health care premiums by mandating that
health plans provide coverage for dental and orthodontic services as part of cleft
palate reconstructive procedures. Oppose.

Health

2010

Increased Health Coverage Costs: Inappropriate Cost Pooling Mandate. AB 119
(Jones; D-Sacramento) Moves California closer to community rating for health cov-
erage policies, ultimately increasing the ranks of the uninsured and increasing the
cost of coverage to everyone by prohibiting gender to be used as actuarial rating
criteria. Oppose.

Health

2010

Hospital Tax. AB 1383 (Jones; D-Sacramento) Increases health care costs by impos-
ing new, unspecified tax on hospitals. Oppose.

Taxation

2010

Pre-Designation of Primary Treating Physician. SB 186 (DeSaulnier; D-Concord)
Increases costs to employers in the workers’ compensation system by deleting the
sunset provision in current law on pre-designation. Oppose.

Workers' Compensation

2010

Unrestrained Government Control. AB 1602 (J. Perez; D-Los Angeles) AB 1602,
together with SB 900, prematurely creates overly broad and expansive governance
and guidelines without oversight for the state health benefit exchange, which
could lead to unnecessary cost increases and limited choice for employers. Oppose/
Job Killer.

Health

2010

Human Trafficking. SB 657 (Steinberg; D-Sacramento) Inappropriately creates a situ-
ation where companies are publicly identified for “failing” to address issues they are
powerless to address. Oppose.

International Relations/Trade

2010

U.S.-Colombia Free Trade Agreement (FTA). AJR 27 (Torrico; D-Fremont) Assembly
Joint Resolution opposing U.S.-Colombia FTA would cast FTA/Colombia in unpro-
ductive light if it were to pass. Colombia is important trading partner and partner in
stopping drug trafficking. Oppose.

International Relations/Trade

2010

Expansion of Leave Requirements. SB 1304 (DeSaulnier; D-Concord) Potentially
makes the management of overlapping leave requests unfeasible or unfair and
creates staffing shortages that temporarily halt operations by requiring employers
to provide paid leave of up to 30 days for organ donations and five days for bone
marrow donations. Oppose.

Labor and Employment

2010

Gas Tax Swap. ABX8 6 (Committee on Budget) Authorization for metropolitan plan-
ning organizations to raise taxes and suspension of unitary tax credit and NOL tax
credit has been removed. Increases diesel sales tax on some industries. Oppose.

Other

2010

Increased Workers’ Compensation Costs. AB 2253 (Coto; D-San Jose) Drives up
workers’ compensation costs for public sector employers and creates pressure to
apply similar presumptions to the private sector by giving public safety employees
an extended timeframe to file for the cancer presumption from 60 months, or five
years, to 120 months, or 10 years, after the termination of employment. Oppose.

Workers’ Compensation

2011

Delays Budget Reform Vote. SB 202 (Hancock; D-Berkeley) Inappropriately delays

a statewide vote on an initiative to reform the state budget process by moving it
from the 2012 ballot to the 2014 ballot and increases the costs of initiative cam-
paigns by limiting their placement to November elections in even-numbered years.
Oppose.

Other
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2011

Electricity Tax. SB 585 (Kehoe; D-San Diego) Collects an additional $200 million from
investor owned utility ratepayers for the California Solar Initiative to fund a shortfall
in the program. Oppose.

Energy

2011

Electricity Tax. AB 1150 (V. M. Perez; D-Coachella) Extends collection of Self-
Generation Incentive Program (SGIP) funding from investor-owned utility
ratepayers an additional three years. Oppose.

Energy

2011

Creates Regulatory Uncertainty. SJR 13 (Vargas; D-San Diego) Pre-empts the
California Public Utility Commission’s authority and calls upon the Secretary of the
Department of Defense to reject Sempra Energy’s construction of a cross-border
transmission line. Oppose.

Energy

2011

Consumer Product Ban. AB 1319 (Butler; D-Marina del Rey) Prejudges the work
product of the forthcoming, science-driven Green Chemistry Program by banning
the use of bisphenol A (BPA) in specified consumer products. Oppose.

Environmental Regulation

2011

Toxic Substances. SJR 3 (Pavley; D-Agoura Hills) Attempts to paint an incomplete
and scientifically flawed picture of federal chemical policy by urging federal gov-
ernment to enact legislation to modernize the federal Toxic Substances Control Act
of 1976. Oppose.

Environmental Regulation

2011

Increased Costs: Health Care Mandate. SB 946 (Steinberg; D-Sacramento) Increases
health care premiums by requiring health plan coverage beyond medically neces-
sary treatment for autism by mandating coverage of services that are educational,
academic, or custodial in nature. Oppose.

Health

2011

Increased Costs: Mandated Maternity Health Benefit Coverage. SB 222 (Evans;
D-Santa Rosa) Increases health insurance premiums and contributes to increasing
the ranks of the uninsured by mandating that all health insurance policies provide
maternity coverage. Oppose.

Health

2011

Hampers Employment Decisions. AB 22 (Mendoza; D-Artesia) Unfairly limits private
employers’ ability to use consumer credit reports for legitimate employment
purposes, such as those positions that have direct and unsupervised access to any
amount of cash and/or valuable non- financial assets. Oppose/Job Killer.

Labor and Employment

2011

New Liability for Using Independent Contractors. SB 459 (Corbett; D-San Leandro)
Creates additional uncertainty for employers who use independent contractors by
imposing new penalties for the willful misclassification of someone as an inde-
pendent contractor even though state agencies provide no clear or consistent
definition of an independent contractor. Oppose.

Labor and Employment

2011

Punitive Administrative Penalties. AB 240 (Bonilla; D-Concord) Allows the Labor
Commissioner of the Division of Labor Standards Enforcement (DLSE), a politically
influenced position and agency, the authority to award liquidated damages pursu-
ant to any complaint brought before the DLSE that alleges payment of less than the
minimum wage. Oppose.

Labor and Employment

2011

Liability Exposure to Farmers. AB 243 (Alejo; D-Watsonville) Improperly attempts
to create joint liability for farmers by requiring farm labor contractors to print on
employee pay stubs the name and address of the entity that contracted with the
farm labor contractor. Oppose.

Labor and Employment

2011

Anti-Privatization of Public Services. AB 438 (Williams; D-Santa Barbara) Excludes
private sector from contracting to provide library services by establishing burden-
some requirements on local governments that operate library systems, and creates
a bad precedent for future efforts to privatize services. Oppose.

Local Government

2011

Threatens Local Transportation Projects. SB 922 (Steinberg; D-Sacramento) Reduces
competition for local transportation projects and raises the cost of those projects
by requiring local governments to allow project labor agreements or forgo state
funds. Oppose.

Local Government
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2011

Self-Serve Checkout. AB 183 (Ma; D-San Francisco) Unnecessarily prohibits the cost-
saving process of self-service checkout of alcoholic beverages and slows checkout
at retailers. Oppose.

Other

2011

Use of Employers’ Assessment for Unrelated Program. AB 436 (Solorio; D-Anaheim)
Shifts funds from a program paid for by employers to assist injured workers that
were employed by non-complying employers to a program entirely unrelated to
workers’ compensation. Oppose.

Workers’ Compensation

2012

Impedes Economic Recovery. AB 278 (Eng; D-Monterey Park) Establishes a pri-
vate right of action that could result in costly litigation which could discourage
investment in California’s housing market and make capital more expensive for
consumers while creating procedural traps to impede the foreclosure process and
delay lenders’ ability to recover collateral legitimately in foreclosure. Oppose/Job
Killer.

Other

2012

Illegal Tax Increase. AB 1532 (J. A. Perez; D-Los Angeles) Increases energy costs,
including fuel prices, on consumers and businesses by allocating funds from an
illegal tax to various programs that are not necessary to cost-effectively implement
the market-based trading mechanism under AB 32. Oppose/Job Killer.

Climate Change

2012

Recycled Food/Beverage Containers. AB 837 (Nestande; R-Palm Desert) Unfairly
establishes a system of patchwork enforcement by allowing any city, county or the
state to impose civil liability for a violation of a recycled content advertising claim,
imposing a competitive disadvantage upon California businesses, and creating a
disincentive for using recycled materials. Oppose.

Environmental Regulation

2012

Costly Standards on Insurance Companies. AB 2160 (Blumenfield; D-San Fernando
Valley) Raises insurance rates on businesses by subjecting insurance companies to
unconstitutional standards regarding investments. Oppose.

International Relations/Trade

2012

Limitations on Depositions. AB 1875 (Gatto; D-Los Angeles) Harms businesses and
potentially increases litigation costs by forcing parties to justify any additional time
needed to depose a witness beyond the proposed seven-hour cap. Oppose.

Legal Reform and Protection

2012

New Liability and Costs to Businesses. AB 1775 (Wieckowski; D-Fremont) Creates
threat of liability for employers who fail to properly calculate the proper rate for
wage garnishment of debtor employees and hurts businesses by limiting their abil-
ity to collect on debts owed. Oppose.

Legal Reform and Protection

2012

New Liability for Car Dealers. AB 1534 (Wieckowski; D-Fremont) Unfairly tar-

gets a specific industry and increases its costs by imposing an ongoing notice
requirement on buy-here-pay-here dealers to label all used vehicles with specific
information, including subjective term identified as the vehicle’s reasonable market
value. Oppose.

Legal Reform and Protection

2012

Project Labor Agreement Prohibitions. SB 829 (Rubio; D-Shafter) Decreases local
construction and infrastructure investment by prohibiting state funding for a char-
ter city that prohibits the use of project labor agreements. Oppose.

Local Government

2012

Mandated Training. AB 1525 (Allen; D-Santa Rosa) Burdens retailers with unwar-
ranted mandated training requirements for employees handling certain minor
financial transmissions such as moneygrams, etc. Oppose.

Privacy and Confidentiality

2012

Potential Confusion to Taxpayers. AB 2323 (Perea; D-Fresno) Imposes administra-
tive burden on the Board of Equalization (BOE) to publish a formal opinion on its
website for all non-consent cases that exceed $500,000, even though such cases
may not be precedential, thereby creating potential confusion for taxpayers as well
as delay in BOE proceedings. Oppose.

Taxation

2012

New Water Policy. AB 685 (Eng; D-Monterey Park) Increases the cost of water for
business and agriculture by changing the state’s water goals to specify affordable
water for everyone without regard to cost. Oppose.

Water Supply and Quality
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2013

Bans. AB 1213 (Bloom; D-Santa Monica) Causes economic losses in the livestock
industry from bobcat predations by prohibiting the trapping of bobcats in certain
areas. Oppose.

Agriculture and Natural Resources

2013

Education Testing. AB 484 (Bonilla; D-Concord) Eliminates accountability and per-
formance standards by removing standardized testing and Academic Performance
Index reporting for the 2014,A12015 school year. Oppose.

Education

2013

Threatens Oil and Gas Production. SB 4 (Pavley; D-Agoura Hills) Requires overly
restrictive and burdensome regulation of the use of hydraulic fracturing, jeopardiz-
ing oil and gas production in the state, which could drive up fuel and energy prices
and harm the job market in these sectors. Oppose.

Environmental Regulation

2013

Automatic Minimum Wage Increase. AB 10 (Alejo; D-Salinas) Unfairly imposes

an automatic $2 increase in minimum wage over the next three years that will
continue to increase costs on employers of all sizes, regardless of other economic
factors or costs that California employers are struggling with to sustain their busi-
ness. Oppose/Job Killer.

Labor and Employment

2013

Unconstitutional Budget Trailer Bill. SB 71 (Committee on Budget and Fiscal Review)
Violates Proposition 25, approved by voters in June 2010, by including policy
language in this budget trailer bill that is unrelated to the implementation of the
budget. Oppose Unless Amended.

Labor and Employment

2013

Prevailing Wages on Private Projects. SB 54 (Hancock; D-Oakland). Increases refinery
costs and inappropriately applies the payment of prevailing wage to privately
financed projects by mandating the payment of prevailing wages in the construc-
tion of refineries. Oppose.

Labor and Employment

2013

Successor Liability of Farm Labor Contractors. SB 168 (Monning; D-Carmel) Creates
potential liability for successor employers with regard to a predecessor’s wage-
and-hour violations, despite the lack of fair notice to the successor employer or

a significant degree of continuity between the business of the successor and the
predecessor. Oppose Unless Amended.

Labor and Employment

2013

Invades Taxpayer Privacy. AB 562 (Williams; D-Santa Barbara) Facilitates the misuse
of sensitive tax information and discourages local economic development projects
by requiring local agencies to publicly disclose sensitive tax information of any
employer who receives a public subsidy. Oppose.

Taxation

2013

Increased Workers’ Compensation Costs. AB 454 (Dickinson; D-Sacramento) Exposes
employers to higher costs by effectively forcing them to prematurely pay higher
temporary disability payments before prevailing wage disputes are adjudicated.
Oppose.

Workers’ Compensation

2014

Premature AB 32 Auction Revenue Expenditures. SB 1204 (Lara; D-Bell Gardens)
Prematurely allocates auction revenues to fund zero and near-zero emission truck
and bus technologies. Oppose.

Climate Change

2014

Premature AB 32 Auction Revenue Expenditures. AB 1447 (Waldron; R-Escondido)
Prematurely authorizes AB 32 auction revenues to be used to fund the synchroniza-
tion of traffic lights. Oppose.

Climate Change

2014

Imposes New Labeling Requirements on Businesses. SB 1019 (Leno; D-San
Francisco) Mandates burdensome new product labeling requirements for manu-
facturers of upholstered furniture, which lack scientific justification, conflict with
existing California consumer product and safety laws and regulations, and mislead
consumers. Oppose.

Environmental Regulation

2014

Publicly Shames Employers. AB 1792 (Gomez; D-Los Angeles) Unfairly targets the
largest employers in California who have more than 100 employees enrolled in
Medi-Cal for inclusion in an online list, exposing them to liability, public protests
and media attacks, without regard to the rising cost of health care and other fac-
tors that often make health care coverage prohibitively expensive for employers.
Oppose.

Health
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2014

Dental Coverage. AB 1962 (Skinner; D-Berkeley) Inappropriately assumes the
outcome of the examination of dental plan premiums it requires, which could lead
to unnecessary and detrimental regulation of the most affordable plans. Oppose
Unless Amended.

Health

2014

Contractor Liability. AB 1897 (R. Hernandez; D-West Covina) Unfairly imposes
liability on a contracting entity for the contractor’s wage and hour violations and
lack of workers’ compensation coverage despite the lack of any evidence that the
contracting entity controlled the working conditions or wages of the contractor’s
employees. Oppose/Job Killer.

Labor and Employment

2014

Paid Sick Leave. AB 1522 (Gonzalez; D-San Diego) Increases employer mandates
by requiring all employers, large and small, to provide all employees in California
with paid sick leave. “Job killer” tag removed due to 8/29/14 amendments, but
CalChamber remains opposed. Former Job Killer.

Labor and Employment

2014

Labor Commissioner Investigation. AB 1723 (Nazarian; D-Sherman Oaks) Expands
the authority of the labor commissioner to issue waiting time penalties during the
citation process instead of just the administrative hearing, without setting forth the
basis of the penalty in a written citation. Oppose Unless Amended.

Labor and Employment

2014

Interference with Arbitration Agreements and Settlement Agreements. AB 2617
(Weber; D-San Diego) Unfairly prohibits the enforcement of arbitration agreements
or pre-litigation settlement agreements that require the individual to waive their
right to pursue a civil action for the alleged violation of civil rights. Oppose/Job
Killer.

Legal Reform and Protection

2014

Prohibits Outsourcing. HR 29 (Gomez; D-Los Angeles) Seeks to severely limit
options for government agencies to determine the most appropriate solution to
providing efficient and effective public service. Oppose.

Other

2014

Joint Powers Authority. AB 2170 (Mullin; D-South San Francisco) Unnecessarily
authorizes a joint powers authority to impose taxes and levies. Oppose.

Taxation

2014

Kill Switches. SB 962 (Leno; D-San Francisco) Stifles innovation of new technolo-
gies by requiring specific kill switches embedded in smartphones at the point of
sale rather than allowing consumer selection from a variety of technologies on the
market. Oppose.

Other

2014

Unemployment Insurance Tax Increase Risk. AB 1556 (Perea; D-Fresno) Prematurely
adopts new statutes while rules and decisions from the federal Department of
Labor regarding state requirements for waivers of looming unemployment insur-
ance tax hikes are pending. Oppose.

Unemployment/Disability Insurance

2014

Premature Regulations. AB 1739 (Dickinson; D-Sacramento) Potentially devalues
land prices of commercial and agricultural properties by limiting groundwater
rights on which credit worthiness is based by requiring groundwater management
plans without careful and thoughtful review of all monitoring data and without
clear definitions or directions. Oppose.

Water Supply and Quality

2014

Premature Regulations. SB 1168 (Pavley; D-Agoura Hills) Potentially devalues land
prices of commercial and agricultural properties by limiting groundwater rights

on which credit worthiness is based by requiring groundwater management plans
without careful and thoughtful review of all monitoring data and without clear defi-
nitions or directions. Oppose.

Water Supply and Quality

2014

Groundwater. SB 1319 (Pavley; D-Agoura Hills) Delays for 3 years the State Water
Board’s authority to intervene in a basin or sub-basin that is not in overdraft but is
causing significant depletions of interconnected surface waters. Oppose.

Water Supply and Quality
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APPENDIX B

Description of The Regressions Analysis

The regression analysis incorporated in the first part of the analysis of this report is predi-
cated on the notion that an increasing number of business related regulations being
imposed by the state government has a suppressing effect on employment in the state of
California.

The analysis is therefore undertaken as a comparison of employment levels in Silicon Valley
or California as a whole relative to employment in the same industry outside of California.
The variable to be explained in the regression is therefore the ratio of employment in
Silicon Valley or California to employment in the rest of the country.

The regression establishes the statistical significance of the relationship between fluctua-
tions in this ratio and changes in the number of business-oriented regulations imposed.
There are no other explanatory variables included in the regression. The data on business
regulations is only available beginning in 1998 and continues through 2014. This is the
period over which the analysis is conducted.

The format of the analysis is a simple Ordinary Least Squares regression run separately for
each 6-digit NAICS industry. The explanatory variable is the log of the ratio of employment
in the industry locally to employment in the industry outside of California. In the baseline
analysis, this variable is regressed on a constant, a linear time trend and a variable indicat-
ing the cumulative number of regulations put in place since 1998. A second specification
(Agg Controls) includes the ratio of aggregate employment in the region to aggregate
employment outside of California.

A final specification includes, instead, an extension of the average number of regulations
putin place in a given year back to the beginning of the data series, 1990, but does not
include the aggregate controls. This “artificial history” merely assumes that the increase in
the number of new regulations in the period between 1989 and 1997 was the same as the
average annual number of new regulations between 1998 and 2014.

APPENDIX C

National Establishment Time-Series (NETS) Database

To develop a database that better described the dynamics of the U.S. economy, Walls

& Associates teamed up with Dun and Bradstreet (D&B) to convert their archival estab-
lishment data into a time- series database of establishment information, the National
Establishment Time-Series (NETS) Database. This was accomplished by taking twenty
annual snapshots of the full Duns Marketing Information (DMI) file that followed over 41.7
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million establishments between January 1990 and January 2012. These snapshots actually
used the DMl file to determine which establishments were active in January of each year
in question. Other archival files (e.g., the Credit Rating file) were utilized to provide annual
raw establishment data that allowed us to create time-series information (329 fields) in the
following categories:

« Business name, address and contact information (including officer, title, phone number,
CBSA codes and longitude and latitude).

« Headquarters linkages (including the D-U-N-S Number of the topmost domestic firm in
a“Family Tree” of companies, as well as the parent company and headquarters; number
of establishments reporting to a headquarters; and whether the ownership has changed
1990- present).

« Number of establishments related to each establishment in its final year.

+ Years when business was active (“1989” is earliest year in Database and, currently, “2009”
is the latest year) and year business started.

Industry classification (primary SIC, two secondary SICs, and whether the primary market
changed 1990-present).

« Type of establishment (Single location, headquarters, or branch; public or private; legal
status: proprietorship, partnership, corporation or non-profit and “cottage” businesses).

« Employment at location and job growth relative to peers (3-digit SIC).
« Estimated annual sales at the establishment and its sales growth relative to peers.

+ D&B credit ratings and PayDex Scores (January, minimum and maximum for previous
year).

« Special indicators: foreign-owned, import/export, government contracts, minority-
owned, women-owned, and gender of officer.

« Relocation information (origin and destination of significant moves, employment and
sales in move year, origin and destination latitude-longitudes, and whether the establish-
ment moved more than once 1990-20011).
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APPENDIX D

Graphs With Vulnerable Industries Only

Employment

Figure D.1: MEFs Headquartered Anywhere in the United States - Employment
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Figure D.2: MEFs Headquartered in Silicon Valley - Employment
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Figure D.3: MEFs Headquartered Outside of California - Employment
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Figure D.4: MEFs Headquartered in California but Outside of Silicon Valley - Employment
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Births

Figure D.5: MEFs Headquartered Anywhere in the United States - Births
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Figure D.6: MEFs Headquartered in Silicon Valley - Births
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Figure D.7: MEFs Headquartered Outside of California - Births
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Figure D.8: MEFs Headquartered in California but Outside of Silicon Valley - Births
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Deaths

Figure D.9: All MEFs - Deaths
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Figure D.10: MEFs Headquartered in Silicon Valley - Deaths
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Figure D.11: MEFs Headquartered Outside of California - Deaths
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Figure D.12: MEFs Headquartered in California, but Outside of Silicon Valley — Deaths
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