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Small Business Council Meeting Notes


DRAFT Minutes

December 8, 2010-  

Overview: This Meeting was expanded to a full day Strategic Planning session at the request of State and Consumer Services Agency Secretary Bill Leonard. The theme was “Driving Massive Increases in Small Business (SB) and Disabled Veteran Business Enterprise (DVBE) Contracting.” Attendees, including SBC members, DGS staff, Governor’s Small Business Advocate Marty Keller, State Department SB/DVBE Advocates, and members of the public representing major SB/DVBE advocacy groups, were challenged by keynote speaker, Secretary Leonard to consider what it would take for the State of California to achieve 50% or greater SB annual contract participation and 6% or better DVBE contracting levels.

The meeting was divided into two parts, a General Session in the morning and Breakout Sessions focusing on “Tracks” dealing with Program, Policy and Legislation in the afternoon.  All attendees came together to prioritize group recommendations at the end of the meeting.  The day’s event was co-sponsored by the California Black Chamber of Commerce.

The morning session featured speeches and presentations from Secretary Leonard, DGS Acting Director Ron Diedrich, State Chief Procurement Officer Jim Butler, Governor’s SB and DVBE Advocate, Marty Keller, Lee Cunningham, Owner of BT Metal Sales and Fabrication and a DGS SBC member, Renee Fraser Owner of  Fraser Communications and a DGS SBC member, Jerry Bircher, Owner of Express Office Products and a DGS SBC member, Tracie Wagner Zamora, a State Agency Recognition Award winning SB/DVBE Advocate from Franchise Tax Board, and Todd Lewis, Owner of Omega Pacific Lighting.  DGS SBC Co-Chair, Randall Martinez then capped the morning by facilitating a full group discussion on addressing Secretary Leonard’s challenge. 

In the afternoon, attendees took part in one of three breakout sessions that looked at how the proposed goal increases could be achieved by effecting changes in the following areas: 

1. Program (Outreach, Unbundling, Bidders Conferences, etc)

2. Policy (Executive Orders, Administrative Orders, Management Memos, etc.) 

3. Legislation (Changes that would require new laws or revised laws)

Session Results and Action Items are detailed below:

Call to Order:  Council Chair, Jim Butler called the Department of General Services (DGS) Small Business Advisory Council (SBC) meeting to order at 9:25 a.m.
Attendance:  The meeting was attended by the following DGS representatives; Jim Butler (Chair), Eric Mandell (Alternate Chair), Kathy Hicks (new Procurement Division Assistant Deputy Director), Danetta Jackson, Angel Carrera, Robert Ullrey, Catrina Blair, Tonia Burgess, Tasha Nomura, Michael Aguillio, Wayne Gross, Mary Purvis, Judy Burnett, Gloria Anderson, Sherry Felder, Tanya Little, Nancy Huth, Diana Alfaro, Peggy Adams, Steve Casarez, Linda Daveler, Joan Rabang, Fran Archuleta, Roger Anderson, Michael Banuelos, Dawn Jones, Mark Lamb, Diane Leung, Katie Sanborn, Molly Lovett, and Patrick Mullen.

The following SBC members and alternate members were present: Randall Martinez (Council Co-Chair), Rich Dryden, John Arena, James Brady, Rich Dryden, Monika Frenz, Renee White Fraser, Lori Kammerer, Paul Guerrero, Chuck Lott, Jerry Bircher, Evelyn Graham, Lee Cunningham, Leonard Ortiz, Patricia Linn, Stacey Divine, Don Stoneham and Linda Sarno.
Introductions, Housekeeping and Overview of Activities

Mr. Jim Butler, Chair, began with housekeeping and introductions.  He notified the Council that “get well soon” cards were available for people to sign for SBC member, Aubry Stone, who recently underwent open heart surgery.  He also thanked everyone in attendance from coming and for making this meeting possible.

Mr. Randall Martinez, Council Co-Chair thanked everyone for coming.  He noted that the Small Business Advisory Council had seen a lot of changes in their tenure and he was thrilled to be apart of those positive program changes.  He stated that just three years ago, there were only 11 thousand certified small businesses with the state with 19% small business contracting participation.  The DGS SBC has been instrumental in streamlining the certification process over the internet, and has as worked closely with the DGS, the Consumer Services Agency and the Governor’s Office to help small businesses at collaboration conferences.  Mr. Martinez wanted the Council to now explore what could be done to move forward and take things to the next level.

Mr. Butler stated that the focus of the day’s meeting was to determine whether to and how to dramatically increase the state’s 25% small business participation goal, possibly to 50% or more and the 3% disabled veteran business enterprise participation (DVBE) requirement to 6% or beyond.  He stated the Council has the commitment of the DGS and the SCSA to forward the top ranked recommendations in the form of a Governor’s Office Action Request (GOAR) to the Governor’s Office.  Mr. Butler explained that the DGS wanted to get things done and further improve our ways of doing business with SB and DVBE firms.  

Welcome and Opening Remarks

Mr. Butler then introduced Mr. Ron Diedrich, Acting Director for Department of General Services.  Mr. Diedrich explained he was grateful to see that so many of our DGS SBC members, State department SB and DVBE advocates and members of the public were present at the meeting.   He also wished everyone a happy holiday season and expressed his appreciation to them for joining to meet a challenge that our Governor and the SCSA Secretary are presenting to the DGS.

As the State’s buying agent, the DGS has been tasked with two important and sometimes conflicting missions.  One is to get the best price and value for California taxpayers on the over $9 billion of goods, services and construction that the State purchases yearly.  The other is to make certain that our State’s SB and DVBE firms get certified and advocate for them to get their share of that $9 billion of contracting opportunities.

Over the past three years, Mr. Diedrich stated, we have made great progress in both arenas at the DGS and at the over 200 state departments to whom DGS delegates purchasing authority.  For instance, 

· The DGS and the State as a whole have exceeded the Governor’s SB goals two of the past three years and are very close to meeting the DVBE goal for the first time;  

· In July of 2009, we instituted a SB/ DVBE First Policy at the DGS that required all purchases under $250,000 to go to a certified firms;
· In November 2010, the DGS Real Estate Services Division was recognized for achieving 55% SB and 20% DVBE participation in the construction of the Redding and Fresno Veterans Homes;
· The DGS Office of State Publishing was similarly honored for averaging over 57% SB participation over the past three years.  This year, they achieved 74% SB and 37% DVBE contracting levels.

· Five years ago, the DGS Procurement Division launched an aggressive outreach and education effort designed to get our state’s SBs and DVBEs certified and to teach them how to find and compete for State contracting opportunities.  This endeavor, which frequently included many other State departments, averaged over 140 events throughout the State each year.  The number of certified firms has grown from 10,700 to over 22,000 in that time.

Mr. Diedrich explained that there were still many challenges and opportunities to face, as we strive to make things even better.  

Keynote

Mr. Diedrich then introduced Secretary Leonard who presented his and the Governor’s vision for significantly raising the bar on the current levels of SB and DVBE contracting.  Mr. Leonard thanked the DGS team for their progress and he explained that he wanted to connect with the various departments and SBs to see where we go from here.  Secretary Leonard asked the Council to give Mr. Stone his regards regarding his open heart surgery.  He stated that Mr. Brent Jamison from his Agency was also in attendance.  He thanked everyone for coming and allowing him to be part of the meeting.  
Secretary Leonard explained that he had SB experience years ago and now needed everyone’s expertise to understand what today’s problems were so that he could better inform the Governor and Governor –elect about SB contracting challenges.  He promised that in his last days in office, he would push for the items the Council needed approved.  He also explained that California now had over one million certified retailers registered with the Board of Equalization and that there was room for far more than 22,000 in the DGS certified data base.  As a New Year’s resolution, he asked for the certified SB and DVBE communities to realize that winning a bid was not to be considered as winning business with California, and that they would still need to earn the State’s business by doing outreach with businesses and communicating with customers.  Secretary Leonard also asked them to focus more on delivering their product and to consider their specifications.  
As for the DGS’ resolutions, he asked the DGS to help take lead in ending late payment issues for state vendors, and to make it easier for SBs and DVBEs to get certified.  Additionally, he asked the DGS to ensure individuals did not cheat on the certification rules, as well as to approach every contract as unbundled.  
In regards to other State departments, Secretary Leonard asked them to become more serious about using certified firms.  He warned that in the future a department’s SB and DVBE participation levels and promptness of payment to vendors may affect the delegated purchasing authority that is or is not granted to them by DGS.  He also explained that if it was decided to use a large vendor, the department should need to prove why an SB or DVBE was not qualified.  Secretary Leonard stated the State awards $9 billion a year for contracting dollars, which represents a small portion of the State’s annual budget.  However, in context to the SB and DVBE communities, these numbers are huge.  He stated 98% of all California’s business enterprise was comprised of SBs.  Secretary Leonard also asked other State agencies and departments to understand the challenges that the DGS faces.  He explained that everyone had made so much progress but it would take all of us to tackle the new challenges he was putting forth.  Increasing the small business goal can be done if we do it right.
Mr. Butler thanked Secretary Leonard for coming.  He provided a brief overview of the next speakers:  Ms. Lee Cunningham, CEO of BT Metal Sales and Fabrication, who would talk about legislation required to meet a 50% or greater goal; Mr. Marty Keller, Deputy Director of the Governor’s Office Economic Development, who would talk about policy opportunities; and Mr. Jerry Bircher, owner of Express Office Products office supply company, who would talk about program opportunities.  

Legislative Opportunities

Mr. Butler introduced Ms. Lee Cunningham.  Prior to becoming a business owner, she was a media consultant to politicians.  She stated that she felt honored to speak because she understood that SBs were the backbone of the State of California.  She hypothesized that California’s economy will grow jobs when SBs generate work to get those jobs.  She discussed three components for participants to think about in the breakout sessions: “alphabet soup”, process and thinking about what participants could do.  
In regards to “alphabet soup (acronyms used by government)”, Ms. Cunningham stated that there is a difference between the Federal Government and State of California terms.  For example, there is Disadvantaged Business Enterprise (DBE) in the federal realm and the Disabled Veterans Business Enterprise (DVBE) in the state.  Where the federal government has race and gender-conscious contracting goals, California due to Proposition 209 looks at SB and DVBE which are race and gender neutral categories.  The federal and state size standards for a small business also vary greatly.  Ms. Cunningham asked the breakout group participants of the day’s Legislative Track to consider whether we wanted to have the same set of guidelines as the “Feds”.  She also explained that local businesses were important in some local government contracting goals.  
Secondly, Ms. Cunningham explained the need for a process, by which changes could be made through legislation or regulation.  She told SBs to make friends with their legislators and their staff members.  She stated that their congress person may not be the person to do the work, therefore knowing their administrative assistant would also be of benefit.  Ms. Cunningham stated there is currently no federal enforcement on a $27 billion building project in San Francisco.  The city of San Francisco asked her whether she was a Local Business Enterprise (LBE), which required her office to be located in San Francisco.  Because it was not, she was not able to bid on the project.  
She asked the participants to go into the breakout sessions with the best type of thinking to give us the best opportunity for work.  She asked them to consider asking the State to set aside LBE programs and to take a look at our state small business size standards.  She explained there were various avenues to get business; tax breaks for business, incentives for the big guys to use the little guys; and to ask for more money to give the DGS to hold more outreach events for small businesses to help to sell to the State of California. 
Policy Opportunities

Mr. Keller asked the participants to change the way the State targets and effectively does business with the State of California’s SB and DVBE firms.  He explained everyone was focused on the 25% small business participation goal which is the “floor” not the “ceiling” and stated on July 1st, everything resets and we all start back at 0%.  
He told participants to start thinking comprehensively as a system and how businesses will see this as a challenge.  He explained there was an inside and an outside job.  In regards to the inside job, this related to how the State manages how any increase in SB and DVBE contracting will happen. There is currently a network of SB and DVBE Advocates, who manage themselves more systematically and have formed a steering committee that can better communicate with the DGS as a network or tool in California.  Mr. Keller expressed the need to create small network for advocates to tell the Council how to make advocacy more effective. There is a difference between a SB Liaison and a SB advocate, as well as inconsistencies between these two functions within departments.  
The State Agency Recognition Awards (SARA) recognizes the Advocates’ efforts, but Mr. Keller asked how many other departments actually knew about these awards and which current best practices were awarded?  He explained that the awarded advocates were amazing and completely effective, but explained that there is no culture between the various State departments to support the SB/DVBE advocacy network.  He stated there was a share and mentor boot camp in progress for incoming SB/DVBE advocates to be trained by current advocates.  He expressed there was a lot of knowledge between the department advocates to be shared and gained.  He told advocates to be more hands on with their management by visiting or meeting with them and telling them they need to support the SB and DVBE communities. 

Mr. Keller explained there were allied agencies available to increase certification numbers.  For instance, the Small Business Development Centers (SBDCs) could be training local offices on state procurement techniques and certification.  State departments need to meet with them and see what they can do to help the State meet the proposed 50% goal.  Mr. Keller noted the importance of enrolling various groups to become knowledgeable about certification and to successfully qualify for contracts.  He explained the State could preach it but getting SBs and DVBEs to do it would be more helpful.  When SBs and DVBEs are better prepared to compete for a contract, they would be more likely to get more contracts.

On the outside job, various private organizations need to push the inside jobs.  He explained that no matter how hard advocates work, they still get paid the same as those whom do not provide the same results.  Mr. Keller responded in stating it was insane that the State does not provide monetary rewards for those who are successful or provide incentives.  There are currently no penalties and now we need to change the penalties of government if their 50% goal is not met.  

Program Opportunities

Mr. Bircher explained that he wanted to change the name of his portion from Program Opportunities to “Strategically Sourcing CA Small Business.”  He expressed “this isn’t about a handout for small business or even a hand up.  It is about competition, transparency, and accountability for state taxpayer dollars and ultimately California job creation”.  If you take the departments that did not meet the current minimum goals over the past four years, then that translates to $1.5 billion that did not go to California certified firms or 1,100 jobs per year in his industry for those same four years.
Mr. Bircher recommend that we identify the top 5, 10… 20” types” of procurement that, if small business succeeds, will get us closer to the 25% number in this fiscal year and then have all departments report their small business participation numbers more regularly, for the current numbers could already be at 30%, but we don’t know for sure because some departments were not required to report these numbers.  In today’s technological age, he explained that SB/DVBEs could easily report the same way that big businesses were already required to do. That DGS needs to get numbers more quickly, review these reports and let the low percentage departments know where they stand before years end not after it is too late.  

He also explained that there needed to be more pressure on small businesses to report back to the DGS, as well.  He stated that Mr. Angel Carrera and Mr. Eric Mandell of the DGS often provided workshops that he found to be beneficial and wanted to find out how successful these workshops were in creating new jobs. 

Mr. Bircher also recommended more outreach to private organizations to make sure they are reaching out to their constituents.  The State continues to say they want to unbundled state contracts because it is a challenge for SBs and DVBEs to have the opportunity to win state contracts.  
There were also issues with Commercially Useful Function (CUF). Specifically “pass-through” businesses who’s total function is limited to that of an as an extra participant through which funds are passed in order to obtain the appearance of small business or DVBE participation.  
He stated that the advocates were the backbone of SB and DVBE contracting successes and these issues need to be addressed. 
Success Stories
Mr. Butler introduced three speakers, who would share their successes and challenges in working with the state: Ms. Renee Fraser, Owner of Fraser Communications and DGS SBC member; Ms. Tracie Wagner Zamora, who was the SARA Advocate of the Year from the Franchise Tax Board; and Mr. Todd Lewis, Owner of Omega Pacific Lighting. A California certified SB.  
Ms. Fraser runs full service advertising firm, which currently has a large contract with the Department of Water Resources and First 5.  Her business has private and public sector clients. She explained three areas necessary in order for a small business to be successful: Partnership and innovation; cash flow and revenue; and an understanding of burdens and processes.

Through partnership and innovation, one can develop a partnership with the people that they work with and understand their business practices.  As more digital media become available and added amount of trust and value is gained for new innovation.  For example, she explained that over 100,000 people have downloaded their recipe book online.  Over 3 million hits have been received for information and resources.  Her business is able to test digital forms with government, an area she was unable to do with the private sector.

Secondly, Ms. Fraser explained that cash flow and revenue with the State was consistent and faster than the private sector, except when there is no budget.  That is why it is important to have both private sector and public sector clients for multiple streams of revenue coming in.  She did express that the RFP process took too much time and create a huge burden for her company.  She stated people have asked her whether it was too much trouble or worth doing business with the State.  She has told many that it is work it but admits that the process needs to be streamlined and more focused on changing the perception of the marketplace. 
Ms. Tracie Wagner Zamora, of the Franchise Tax Board and the 2010 SARA Advocate of the Year, stated that her leadership and received support has made her department successful.  Ms. Joan Rabang of the DGS, used to be a manager at the Franchise Tax Board and to came to Ms. Wagner to see how FTB could meet their numbers.  The two began to brainstorm ideas to challenge staff to increate the number of contracts that went to certified small businesses.  They then created a memo and sent it to all the procurement staff, in order to set a new standard about which contracts could go to SBs.  Ms. Wagner Zamora would then review these requests and determine whether a waiver was needed and would forward the documentation to the procurement officer for confirmation.  She explained that through communicating and outreach, it has helped the department be successful.  She admits that back then that in implementing their new policy, they were not sure if they were actually authorized to do so, however, many departments have requested a copy of their policy and have been embracing it. 

Mr. Todd Lewis is the principal of Omega Pacific Lighting.   In 2004, a contract for recycled light bulbs and batteries came out and Mr. Lewis worked hard to get business.  He explained he waited and waited and business was slow.  He began doing outreach after his business created a kiosk.  This kiosk brought him more business with the State.  His company was recognized and awarded for this new product.

In his second year of business, business was still moving slowly, so they developed a barcode tracking system to track the State’s recycling on a quarterly basis.  This new product got his business recognized by the DGS and the California Black Chamber of Commerce.  In year three of business, he began getting more business and year four they receive a big contract, which was later cancelled.

Mr. Lewis’ business is now marketing with the city of Los Angeles, San Jose and San Diego.  He no longer sits around and waits for business to come to him.  He now feels ready to go to the federal General Services Administration (GSA) to get business. 
Facilitated Discussion

Mr. Martinez handled a facilitated discussion section of the session by experimenting with concepts to get participant input.  He explained that at the end of the day, everyone would bring their ideas generated in the breakout sessions to the closing session and the group as a whole would pick five they wished to be sent in a GOAR to the Governor’s Office for review.  He asked that everyone use the “SMART” principle (Specific, Measurable, Achievable, Realistic and Timebound) to apply to their thoughts and ideas. 

Mr. Martinez asked how the room felt about increasing the number and size of certified SB firms.  Mr. Riley Chaves, was opposed to the idea because, as a microbusiness, he would suffer because he felt there is already little attention to smaller firms received from buyers.  Mr. Chaves expressed that a report was needed to show where the 25% small business participation goal was going towards, since microbusinesses “were always getting beaten” on bids.  Ms. Sherry Felder of the DGS, stated a more targeted approach for vendors listing within the eProcurement database was needed.  Mr. Kevin Aria of the state Department of Consumer Affairs explained more focus was necessary on the different varieties of small businesses.  Mr. Don Stoneham, SBC member, stated that local government and counties currently did not recognize the GSA and this required change.
Next, Mr. Martinez asked whether it would be beneficial to increase the $50,000 and $100,000 cap to the Small Business and other preferences and incentives in state bids; majority agreed.  Then he asked, as it relates to the Governor’s Executive Order, whether there should be enforcement, compliance and penalties added to the SB participation requirement.  Ms. Colleen Reubens stated it was hard for some departments to meet the SB participation numbers now because there were numerous “mandatory” contracts unavailable to SBs and DVBEs.  Ms. Molinda Zinda, of the DGS Cal-PCA group, stated there should be mandatory webinars for the advocates.  Ms. Ann Danko, of Caltrans stated that their department’s contracting dollars were mostly federal and only a small portion of their funding was considerable for what the DGS counts.  She also explained that the only way they could create business for small businesses was through office supplies.  She stated the SB/DVBE Off ramp on the current toner contract was too complicated to work with and these mandatory contracts go to big businesses.  She stated her management has had to spend their own personal funds to purchase toner because they were unable to purchase through these contracts.

Instructions on Breakout Sessions and Working Lunch

Mr. Butler provided background information regarding the three Tracks for the afternoon breakout sessions.  The Legislative track would be facilitated by Mr. Chuck Lott; the Policy track would be facilitated by Renee Fraser; and, the Program Track would be facilitated by Tracie Wagner Zamora.  
Mr. Butler also notified that the talking points for each session were available on the DGS’ Small Business Advisory Council’s web page, as well as provided in each session.  He explained that the left column listed the current items in place and the right column listed possible recommendations for change. 
Breakout Session:  Legislative Track

The session was attended by approximately 20 people (a mixture of private sector and California State employees, as well the author of the current Small Business contracting law, SBC member Paul Guerrero).  The lead facilitator was Mr. Chuck Lott, aided by Mr. Robert Ullrey, DGS Legislative Liaison and Ms.  Kathleen Yates, DGS Counsel.

Mr. Lott stated that the purpose of the Legislative breakout session was to identify goals, targets and/or issues that would help SB/DVBE enterprises contract with the State, to focus on legislative/statutory changes or ideas and leverage knowledge of the DGS resources. The idea was to look at every angle, considering nothing sacred. 

He introduced a legislative histogram chart showing the progression of SB contracting law. Mr. Lott pointed out an interesting pattern. Some law was introduced in 2000-2003, then not much until 2007, when a score of bills emerged. More has happened in the last four years than previous. This is evidence of advocacy and an example of why this group is so important.  If we do not participate in the government process, we will not be able to affect the process.  The big picture is to present to the Small Business Council candidates/ideas for change that will help the new administration drive change. 

Mr. Lott moved to a slide with a framework of topics to jump start the discussion. How can we get the State to work with SB/DVBEs for State contracts? In his experience, Mr. Lott identified three major obstacles. First, the procurement cycle is long. SBs think about the investment in time. Secondly, finding out about contracting opportunity is not clear and obvious. Thirdly, in the execution of the project, how the payment structure is doesn’t make sense for SBs. For commodities, payment is upfront. But, for services, payment is back loaded. Some contracts won’t see 80% of the payment until the last two months of the contract. 

The group discussed the payment structure. IT license maintenance agreements allow for payment in advance for purchases under $250,000. However, those purchases are only a small sliver of state business.  The most common method is to pay as you receive deliverables. There is a real concern if the State pays before receiving something. 

Instead of a Request for Proposal, is there another vehicle to use? CMAS? LPAs?

The group moved on to discuss mandatory contracts. A SB/DVBE advocate mentioned that he would like to see commercially useful function explored more before the contract is completed.  He related difficulty ordered from the statewide toner contract.  DGS-PD personnel clarified that CUF is a case-by-case requirement. An example is that the business must fulfill the requirement as part of normal business functions. If there is difficulty with CUF, the first response should be contacting the contract administration. Current law requires investigation if the Dept. is made aware of an allegation. Discovery is after the fact. Could a legislative change be made to force contract agency to validate small business participation? A suggestion was made to add to the current Minority Code to include SBs. This became one of the recommendations. 

The next issue discussed was the scaling of large projects. Some cost models for large projects does not give prime bidders incentive to use SBs. There is no way a prime would to commit to use SB for 25% of the work to get only 5 extra points. If the way large businesses build in SBs can be changed, there would be more SB participation upfront. Rather than the size of the project, could x amount of dollars be allocated on a sliding scale? How could the State get large companies to apply the scale? The group makes the recommendation to re-craft SB percentage calculations in evaluations to incent large primes and enable State validation of usage of subs.

One way would be to have some sort of State bundled enforcement. What if the Government’s Executive Order of 25% goal became a requirement?  The group discussed the details of implementing such a proposal. Chief concerns were the number of exceptions, such as community colleges, and the difficulty in enforcing a 25% requirement for certain categories of purchases. DGS-PD Personnel reminded the group that everything was on the table, and not to be intimidated by potential implementation obstacles. The group reached consensus to make changing the language for the 25% goal to requirement as one of the recommendations. Another suggestion brought forth was the idea of unbundling so that SBs could bid on line items. This also became a recommendation. 

Several participants recommended changing the law to allow SB/DVBEs to be paid when there is no budget. The group agreed that this was a really good idea. This became one of the proposed solutions. 

Next, the group broached the subject of alignment with federal and local standards. The discussion flowed into several different directions. Among the topics brought to the table included LLC language, dedicated pots of federal money for SBs, State funds flowing to local entities that do not follow SB regulations, and reciprocity. This block of discussion yielded several recommendations. 1) Make local governments apply state SB/DVBE requirements when using commingled State funds.  2) Better align State SB/DVBE standards and program reporting requirements with federal standards. (Ex: LLC, percentage of disability, etc) 3) State certification supersedes local certification. 4) Establish dedicated pots of money for SB/DVBE like the federal government. 5) SB/DVBE size standards stratify by category (SIC, NAICS, UNSPSC)

Moving on, the group circled back to the issue of a long procurement cycle mentioned earlier by Mr. Lott.  The recommendation to have a one-stop certification could be a possible solution. The group identified several other obstacles. Bonding was one. Several participants said some contracts almost excluded SBs because of the difficult in obtaining credit. The resources needed respond to a RFP was another barrier. Also, every department does something different. Some kind of baseline or uniform Department contracting procedures would be helpful. The group diverged on what solutions would have the most impact. Some liked the creation of a tax benefit to help offset the cost of participating, while others thought State subsidized employment would have the most immediate benefit. In the end, the group decided to include all the recommendations in for final consideration. 

An attendee mentioned that a recent budget trailer bill reduced the SB late payment penalty. That is an immediate change that could be sought. The idea is added to augment an omnibus legislation. 

The group moved to prioritize the recommendations by assigning an “A” or a “B” designation. “A” recommendations will be presented to the Small Business Council and “B” recommendations will be recorded for future discussion.

· Make local governments apply state SB/DVBE requirements when using co-mingled state funds - A

· State certification supersedes local certification (Reciprocity) - A

· Recommend that the state establish a credit arm to assist SB/DVBE with surety and bonding for state contracts - A

· Design a jobs bill (see federal bill) that provides wage subsides for SB/DVBE who hire/train new workers - B

· Change from goal to requirement 25% of all State contract dollars to be awarded to SB/DVBE - A

· Better align State SB/DVBE standards and program reporting requirements with Federal (Ex: LLC % of disability, etc) - A

Breakout Session:  Policy Track

The Policy Track was facilitated by Renee Fraser.  The participants within this group discussed the following items.  The items with (*) we used for the Policy Track’s Top 10 List:

· Executive Order – changing small business participation percentage from 25% to 50%.*
· DVBE should be included in the Executive order.*
· Some departments may have limits (Public Works types) depending on their types of contract.  Should 25% be a floor percentage?
· Cabinet level procurement line item monthly.  Increase the frequency of reporting.*
· Increase SB/DVBE participation requirement percentage in phases – 25% floor, increase to 50% within three years; DVBE 3% to 6%*
· Policy set goals, but exempt those who cannot reach, due to their type of purchase.
· Need resources available to reach the goals. If goals are not met, then an improvement plan with mandates need to be included. Top down support and accountability.
· Procuring Cause (used in Real Estate transactions) OSP – getting the credit will encourage departments to refer and help them. 

· Bring non-executive agencies to contribute to SB/DVBE goals (UCs, Lottery, Court, CalPERS, CPUC, Budget, CSU, etc.).*
· Full-time advocate(s) for every department (medium – large) – Reduce communication barriers for advocates within their own departments (education for buyers, advocates need to be accessible, teaming commission for advocates); full-time advocate and staff person to assist at government level to support advocates; Policy Directly related to advocates (empowerment, travel allowances regardless of budget impasse and mandatory training).*
· Policy to reduce barriers within their department; e.g., communication (via e-mail) what can be said or not said; making then able to serve in their advocacy role.

· Commit to help subs and primes and get them to come together.
· Use Electronic Funds Transfer (EFT) for Prompt payment.
· Need to add DVBE to sheltered workshops (Vol. 3)

· “Set Aside” = Mandated to only do SB/DVBE EFT to save money

· Need to track MB contracts

· Maybe if we adopt “If your contract is under $25k and you are using a MB; therefore, you only need to get one bid”  (helpful towards using MBs)

· Every department needs SB/DVBE First Policy customized by department.*

· State departments need adequate IT support to capture, track and report SB/DVBE numbers.*

· More accountability to departmental executive level.  Advocates meet regularly with executive level staff.*

· A coordinated or collaborative DGS SB/DVBE Council or similar type of group needs to have more power, more collaboration among stakeholders (advocates, businesses, state departments and SMEs).*

· Greater attention to prompt payment with a study to be completed of issues and processes within six months.*

Breakout Session: Program Track
The Program Track was facilitated by Tracy Wagner Zamora, of the Franchise Tax Board and SARA’s 2010 Advocate of the Year.  The following items were discussed:

State departments should be reporting monthly on SB participation, not just annually, for accountability.

· Unbundle Goods and Services in contracts in order to give more than one supplier an opportunity to bid on one contract.  Propose mandatory small business percentage for contracting and possibly giving a 10 day window for the supplier community to come back and say this will or will not work. (i.e. Federal contracting).  Roadblock – What does mandatory mean?  Would legislation need to be involved?  Or does mandatory mean strongly suggested?

· Promote strategic sourcing by never allowing a contract to go out without a workable off-ramp.  Major contract or not, there will be an opportunity to look for Small Business’s within that group.  (Verbiage from GC 14838.5 was quoted.)

· There should be criteria audits performed before, during, and after contract award to enforce Commercially Useful Function (emphasis on enforce).  Buyers should be doing site visits, reporting and inventory reviews.  Enforce that the business is doing what they say they’re going to do in order to meet CUF compliance.

· Creating successful strategic alliances would allow the state to capitalize on more opportunities.  Every solicitation, programmatically, should be looked at as what can Small Business do. Propose departments to allow for provisions for partnering opportunities or alliances.

· Departments should have a “program” option, for all buying classifications, to invite and embrace the Small Business community.  Propose using Focus Forums or Bidders Conferences to provide the outreach that is needed for the suppliers to meet, whether they’re primes and subcontractor. 

· More training and outreach opportunities need to be provided to help businesses go through the process, both for certification and the bidding process.  Make it a requirement of staff to give the customer service that will satisfy the caller’s questions, even if you need to talk to a supervisor.

· A handout was given by an attendee (The Greening of California) that he would like used for the framework of the solicitation.

· The person who carries and implements the issues are the advocates.  Advocates must have “top down” support. If you are the new advocate, you must have some sort of “boot camp” to let them know of their responsibilities.  Propose educating the advocate.
· CalTrans shared how their Cal-Mentor program works.  Their program allows for large successful firms to meet with protégés or small businesses that are subcontractors, to share how to become large and successful.  Then one day they will become the mentors to other Small Business’s.

· Separate Goals for small businesses and microbusinesses. The microbusinesses are having a hard time competing with the small businesses monetary wise.

· Make it mandatory to place the SB/DVBE Option on eProcurement (this subject is currently on an eP prioritized issue list).

· Subcontracting in eProcurement is in the beginning stages.

· As a departments’ program practice, a buyer can upload an attachment of potential bidders for the subcontractors to look at, and contact.

Each participant was asked to think of five ideas they would like to recommend to the Council.  Below is the list of recommendations the Program Track participants came up with. The items with a (*) were used for the Program’s top choice list:   

1. Accountability to state departments to report monthly on small business participation.

2. Solicitations ( unbundle all commodities out of large multi-faceted contracts.*
3. Mandatory small business percentage within solicitation.

4. Strategic Sourcing - Never let a mandatory contract be awarded without a small business / disabled veteran business enterprise off-ramp.*
5. CUF – criteria (audit CUF) – random, post award audits including contractor site visits, review of account receivables invoices, receipts and inventory.

6. Enforce Commercially Useful Function (CUF) compliance before, during and after contract award (make sure business is doing what they claim).*
7. Buyers need to make sure that sub-contractors are being used (Buyers need to notify sub they are on a winning contract and need to contact prime to establish working relationship).*
8. Create alliances with small businesses. 
9. Departments should have outreach inviting small businesses (Focus Forum, Bidder Conferences and CalMentor Program).*
10. Executive management support of the program.

11. eProcurement should be made more user-friendly for certification purpose.

12. More outreach to the vendor – walk through certification and How to Bid on State Contracts.

13. The Green of California Procurement – Score Card

14. Advocate needs: top-down support; dedicated advocate; advocate reports to executive management or Director; advocate boot camp; and hire for the position – people person.*
15. Prime contractors have a mentor / mentee (CalTrans – CalMentor)*
16. Separate goals for microbusinesses and small businesses.

17. eProcurement – put out bids using SB/DVBE option.  

Report Out By Group

The Program Track went first and shared their eight ideas; then the Policy Track, followed by the Legislative Track.  Two of the Program Track’s ideas were eliminated:  Strategic sourcing – never let a mandatory contract be awarded without a SB/DVBE off ramp; and Encourage departments to place solicitations under $250,000 onto the eProcurement system for all registered SBs to see.  These were eliminated due to the fact that they were already included in other lists.  One of the Policy Track’s items was eliminated, as well: Full time advocates for every department (medium to large) – reduce communication.  This item was also eliminated due to duplication from another list.
Group Prioritization

Once all groups shared their generated ideas, each participant was given instructional information about the five sticker dots they received.  Each dot could be used to vote for the ideas they wished to be considered for the GOAR to the Governor’s Office.  Once all votes were tallied, the results were as followed:
	TRACK NAME
	RECOMMENDATION
	# OF VOTES

	Policy
	Every department needs SB/DVBE first policy customized by departments.
	23

	Legislative
	Change language from "goal" to "requirement," 25% of all state contract dollars are to be awarded to SB/DVBE
	23

	Program
	Advocate needs: top-down support; dedicated advocate; advocate reports to executive management or Director; advocate boot camp; and hire for the position – people person.
	21

	Policy
	Increase SB/DVBE in phases - 25% floor - increase to 50% within three years. DVBE 3% to 6%.
	18

	Legislative
	Recommend that the State establish a credit arm to assist SB/DVBE with surety and bonding for state contracts.
	18

	Legislative
	Pay SB/DVBE even when there's no budget; continuous appropriation; establish timeline for primes to pay subs and reraise prompt payment penalty (omnibus SB/DVBE bill)
	18

	Policy
	A coordinated / collaborative DGS SB/DVBE Council or similar type group needs to have more power, more collaboration among stakeholders (advocates, businesses, state departments, SMEs)
	17

	Program
	Solicitations ( unbundle all commodities out of large multi-faceted contracts.
	13

	Program
	Enforce Commercially Useful Function (CUF) compliance before, during and after contract award (make sure business is doing what they claim).
	10

	Policy
	Cabinet level procurement line item monthly.  Increase frequency of reporting.
	9

	Legislative
	Change SB % calculations in evaluations to incent large primes and enable state validation of the usage of subcontractors.
	7

	Legislative
	Add the words "SB & DVBE" to the existing minority code.
	6

	Legislative
	Make local government's apply state SB/DVBE rules when doing projects with state money.
	5

	Policy
	State departments need adequate IT support to capture, track and report microbusinesses, SB/DVBE numbers
	4

	Policy
	Bring non-executive agencies to contribute to meet SB/DVBE goals (UC, Lottery, Courts, PERS, CPUC, Budget, CSU)
	4

	Policy
	Greater attention to prompt payment with a study of issues and processes to be completed within 6 months.
	4

	Legislative
	Special MB incentive goal (tiered)
	4

	Legislative
	Raise dollar amount on incentive caps (currently cap is $50K or $100K
	3

	Program
	Buyers need to make sure that sub-contractors are being used (Buyers need to notify sub they are on a winning contract and need to contact prime to establish working relationship).
	2

	Program
	Departments should have outreach inviting small businesses (Focus Forum, Bidder Conferences and CalMentor Program).
	1

	Policy
	DVBE should be included in executive order 3%.
	1

	Policy
	More accountability at departmental executive level.  Advocates meet regularly with executive level staff.
	1

	Legislative
	State certification supersedes local certification rules (reciprocity, common certification)
	1

	Legislative
	Better align state SB & DVBE standards with federal standards (i.e. LLC, % of disability, size standards stratified by category
	1

	Legislative
	Use RFQs instead of LPAs to contract directly
	1


Review Final Recommendations and Next Steps

The top six recommendations would be forwarded in the form of a GOAR to the Governor’s Office.  A copy of the tally marks would be emailed to the attendees and posted to the Small Business Advisory Council’s web page.  
The DGS promised that the items not listed in the GOAR would be worked on for the next three years by DGS staff, in the form of a Council Strategic Plan.

Meeting adjourned at 3:37 p.m.  
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