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RECOMMENDATION:
This report recommends that the City Council provide conceptual approval changing the current
Minority/ Women Business Enterprise (M/WBE) Program to establish an Emerging/Small Business
Development (ESBD) Program including strategic components and elements that establish:
An Emerging Business Enterprise definition
A Small Business Enterprise definition
Program Vision, Mission, Values, Goals, and Objectives
Strategic Outcomes and Performance Measurements
A Sheltered Market Program
A Direct Service Contracting Pilot Project
An Informal Construction & Procurement Process
City staff also seeks approval to fully develop ESBD program components and elements with measures
that involve community participation.
CONTACT PERSON:

Trevor W. Walton, Administrative Analyst, 264-6764
Louis A. Zimmerle, Administrative Analyst, 264-8798

FOR COUNCIL MEETING:

September 22, 1998

City Council
September 22, 1998
SUMMARY:
In November 1997, Council directed staff to report back with proposed amendments to the City's
current M/WBE program based on the ramifications of recent court decisions related to Proposition
209 and their effect on City programs. Staff has identified additional opportunities to continue to
implement Council's priority to maximize City economic diversity and business utilization, and
comply with Proposition 209.
Staff is proposing that the City of Sacramento expand outreach to small business and establish business
development components that focus on providing basic organizational infrastructure and capacity
building opportunities (e.g. management and technical assistance, business development, contracting
and procurement, certification) for emerging and small business enterprise. Staff also recommends
reforming the current program by creating a fully inclusive race and gender neutral procurement and
contracting program. Staff is seeking Council's conceptual approval of these program modifications. If
approved in concept, staff will develop the proposed program components and elements consistent
with Council direction, and will return to Couneil for its adoption in 60 days.
COMMITTEE/COMMISSION ACTION:

None.

BACKGROUND INFORMATION:
In November 1993, the Sacramento City Council adopted Resolution No. 93-619, which established
the City of Sacramento Minority/Women Business Enterprise (M/WBE) policy to provide equitable
utilization of minority/women-owned businesses in all aspects of the City of Sacramento's contracting
and procurement activities. Through this action, the City of Sacramento approved narrowly tailored
M/WBE goals based on ethnicity, gender, and business categories as indicated in the M/WBE Program
Policy. These goals were established by using market area availability data derived from the 1992
Utilization Study. Bid price/point preferences were established as incentives for bidders to meet the
City's M/WBE goals. Good Faith Effort requirements were established to ensure that bidders perform
outreach to the City's economically diverse contracting and vendor community.
Proposition 209 was passed by the voters in November 1996. The statewide initiative stated, in
relevant part, that the state of California "shall not discriminate against, or grant preferential treatment
to, any individual or group on the basis of race, sex, color, ethnicity or national origin in the operation
of public employment, public education or public contracting". In March 1997 and in November 1997,
City Council reviewed and adopted M/WBE program amendments due to Proposition 209. The
amendments revised the GFE policy and procedures and eliminated bid preferences. The amendments
were the result of Staff recommendations after careful consideration of State and Federal laws and
consultation with department staff including the City Attorney.
Council's actions in November 1997 supported maintaining the City's M\WBE goals and GFE
requirements, as important tools to facilitate and promote diversity in the City's contracting and
procurement activities.
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The Office of Minority, Women, & Small Business (OMWSB) staff developed the concept for the
ESBD Program in response to direction by the City Council in November 1997. The City's M/WBE
Program has been scrutinized since the passage of Proposition 209 as well as in recent polemic City
Council discussions regarding good faith efforts and goals.
In this environment, City staff felt it was necessary to develop a procurement and contracting program
that was not only race and gender neutral but also sensitive to the needs of emerging and small
business. The sensitivity to emerging and small business is based on the understanding that minority
and women owned businesses constitute one of the fastest growing segments of the economy. City
Staff's program development efforts included meeting with various business community stakeholders
such as City Department Directors and Managers, M/WBE Advisory Committee Members, Business
Chambers, Business Representatives, Regional Public Agency Staff (SETA, RT, SHRA, County of
Sacramento, and SMUD), State Department of Insurance Staff, Banking and Lending Institutions, and
the Sacramento Small Business Development Center.
While developing the proposed program, OMWSB staff was vigilant in its effort to develop a program
with multiple elements that would:
•
•
•

withstand legal scrutiny; and,
avoid duplication of services and assistance available to emerging and small business; and,
support the City's mission to include it diverse population in contracting and procurement
opportunities.

The following issues were considered by staff in formulating our proposal: Establishment of Goals;
Legality of Preferences and/or Set-asides; Effect of the proposed ESBD Program on M/WBE's; Impact
of the proposed ESBD Program on Workforce Composition; Expanded role in the provision of
Technical Assistance; and, the Effect of the proposed ESBD Program on the Joint Certification
Program.
On the Establishment of a Goal: OMWSB staff developed the goal identified in the City of Sacramento
Draft Emerging & Small Business Development Program. Establishing a participation percentage goal
has two purposes. First, it precipitates a discussion regarding the validity of participation goals for
proposed ESBD Program. Second, if a participation goal is adopted as part of the program, it is
expected that establishing an initial goal allows for an adjustment based on the data obtained from a
Business Utilization Study in which the City is soon to be engaged. Moreover, it is anticipated that as
the program is fully developed and refined, over the course of the next eight to twelve months,
additional empirical evidence will become available that will support the City's initial and subsequent
approval of participation goals.
Staff initially utilized data provided by the City's Revenue Division (Business Utilization Tax
information) and information from the State Board of Equalization to establish a proposed goal.

3

City Council
September 22, 1998
On the Legality of Preference and/or Set-asides: The ESBD program has no preference and/or "setasides" based on race or gender. The ESBD program provides for the development and
implementation of a Sheltered Market Program, a Direct Service Contracting Pilot Project, and an
Informal Construction/Procurement Process. Each of these components will be available to qualified
Emerging and Small Business Enterprises (ESBE's). Qualification for each of the components will
based on economic thresholds, not on race or gender. The City Attorney's Office has advised that a setaside program based on economic status is permissible, provided it is reasonable and designed to meet
participation goals supported by empirical evidence.
On the Effect of the proposed ESBD Program on M/WBEs: Any adverse effect that the proposed
ESBD Program may have on Minority and/or Women-Owned Business Enterprises will be addressed
by improving outreach efforts and increasing the City's diligence in the area of contract compliance.
As the program matures, it is expected that traditionally disadvantaged business enterprises will
participate in the program and benefit from the capacity building elements.
On the Impact of the proposed ESBD Program on Workforce Composition: The proposed program
includes elements for the City to adopt which support companies who do not discriminate and have
programs that are inclusive of the culturally and economically diverse population of the City of
Sacramento. The proposed ESBD program does not seek to replace any existing programs that
accomplish the objective of increasing employment opportunities for disadvantaged groups. Instead,
the City's proposed program is meant to enhance and fortify these existing programs.
On the City's Expanded Role in the Provision of Technical Assistance: The proposed ESBD program
provides for improving the access of ESBEs to Technical Assistance. To accomplish this task, City
staff will identify and evaluate existing resources to determine the type and the extent to which
Technical Assistance programs are accessible to ESBEs. Wherever possible, existing Technical
Assistance programs will be utilized as resources; however, in cases where programs are ineffective or
in cases where a specific type of Technical Assistance is lacking, the City will coordinate the
development and implementation of Technical Assistance programs for ESBEs.
On the Effect of the proposed ESBD Program on the Joint Certification Program: The City is not
intending to set a standard by which all allied programs must operate. The proposed ESBD program
was designed as a result of City Council's direction to the OMWSB staff in November 1997. Final
development and implementation of the proposed ESBD Program may affect the six agencies that
make up the Sacramento Regional Joint Certification Program (JCP) to the extent that JCP members
may want the same program for their respective jurisdiction.
Upon Council's approval of the ESBD Program there will be a transition period during which time
Staff will review and revise current program elements and prepare current City staff for
implementation of the ESBD Program.
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Implementation Time Line:
October, 1998
November, 1998
February, 1999
May, 1999
July, 1999
July, 1999

Community Forums
Report Back to Council with ESBD Program Definitions, Parameters, and Costs
Implement Phase I-Contracting and Program Elements
Implement Phase II — Insurance and Bonding Elements
Implement Phase III- Business Development Elements
Complete Program Implementation

FINANCIAL CONSIDERATION:
Upon Council's conceptual approval and guidance regarding the.proposed program amendments, staff
will report back in within 60 days with a cost analysis.
POLICY CONSIDERATION:
Support of staff's recommendation establishing an Emerging and Small Business Development
Program is consistent with City Council policy on economic diversity and utilization.
ENVIRONMENTAL CONSIDERATIONS:
This report recommends no action that would constitute a project under the California Environmental
Quality Act (CEQA).
M/WBE CONSIDERATIONS
The M/WBE Advisory Committee has provided staff with input regarding proposed program
amendments and is aware of staff's proposals. Staff will implement City policy on economic diversity
and utilization within all applicable provisions of State and Federal law.
Respec, fyly submitted,

Aaron B. Chong
OMWSB Coordinator
RECOMMENDATION APPROVED

APPROVED:

me6uAa.,
WWilliam H. Edgar
City Manager

Kenneth Nishimoto, Director
Administrative Services Department

Attachments
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City of Sacramento
Administrative Services Department
Emerging and Small Business Development Program
Guiding Principles
These Emerging and Small Business Development Program Guiding Principles serve as a citywide
policy foundation for efforts to improve contracting and employment opportunities for disadvantaged
groups, emerging and small businesses. They represent the common beliefs held and expressed by
many City staff and public contracting stakeholders. Moreover, the ESBD Program is designed to
support City of Sacramento Council Priorities. In broader terms, the Guiding Principles describe
where the City is headed in its contractor development efforts.

I ESBD Program Vision
To achieve economic and social equity in our community, the City of Sacramento seeks to include its
culturally and economically diverse community by awarding contracts to its diverse, competitive
contractors and service providers while providing significant employment opportunities to
Sacramento's diverse population.

I ESBD Program Mission
The City of Sacramento seeks to create a contracting and procurement system that is fair, effective,
and accountable to all citizens while embracing the values and achieving the vision, goals, strategic
outcomes, and objectives of the Emerging and Small Business Development Program.

ESBD Program Values
• Diversity
The City of Sacramento values an open and friendly community that is free from
bigotry and intimidation. The City values a community that welcomes and respects
the individuality, unique talents, and contributions of all people regardless of age,
race, gender, ethnicity, sexual orientation, religion, physical or mental ability, or
financial means.
• Economic Vitality
The City of Sacramento values a strong, varied, adaptive, and diverse economy that
provides employment and training for all individuals, including those who have been
excluded from the economic mainstream because of historic discrimination.
• Customer Accountability
The City of Sacramento values customer success and seeks to create a contracting
environment in which everyone has the opportunity to flourish. At the same time,
personal responsibility and accountability on the part of individual contractors and the
ability of the contractor to establish independent profitable business relationships are
also valued.
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•

Customer Partnership

The City of Sacramento values open, honest government that is responsive to its
citizens, tax, and rate payers. The City values partnerships with its customers and
municipal services that are immediately useable and tangibly improve the public
contracting environment.
•

Disclosure
The City of Sacramento values integrity and full disclosure of results. The City of
Sacramento does not cover up bad news. While failure is never a desired outcome,
learning from previous mistakes in order to improve future decision-making is valued.

•

Quality and Efficiency

The City of Sacramento values a contracting and procurement environment that is
demonstrably effective in its ability to balance social objectives with economic
realities.
I

Goals
I.

Achieve a 20% ESBE participation level in all City discretionary contracts and awards.
Achieve and sustain, for five (5) consecutive years, parity in the number of contracts and
dollars received by an economically and culturally diverse group of firms in the Sacramento
area.

III.

Achieve a sustained increase in the number of strong, competitive economically and
culturally diverse firms in the Sacramento metropolitan area as demonstrated through bidding
patterns and receipt of contracts and dollars in public sector contracting.

IV.

Accurately document and disclose how contracting opportunities in City construction work are
distributed and implement contemporaneous corrective strategies where underutilization is
present.

V.

Monitor and rigorously address any claims of discrimination related to the City's contracting
and procurement systems.

VI.

Increase contracting opportunities to certified emerging and small businesses (ESBEs).

VII.

Within two years, compel the private sector and other public agencies to develop and realize
strategies that achieve parity in the number of contracts and dollars received by all firms.

VIII.

Apply the ESBD Program Vision, Values, and Goals to all City projects in their entirety,
regardless of funding source.
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Strategic Outcomes
A. Underrepresentation of Minority-owned, Women-owned, Emerging and Small Business
Enterprise (MWESBEs) in the receipt of contracts and dollars at a subcontractor level shall be
eliminated by July 1, 2004.
B. Underrepresentation of MWESBEs is eliminated as a result of the participation of an increased
number of economically and culturally diverse individual community contractors by July 1, 2006.
C. Certified MWESBEs expand into new specialty areas in which the 1998 Multi-Regional Public
Agencies Business Utilization Study City of Sacramento database indicates low or minimal
representation.
D. Underrepresentation of minority and women workers in firms awarded contracts by the City of
Sacramento is eliminated by July 1, 2006.
E. At least 80% of customers surveyed indicate that City of Sacramento ESBD program has had a
positive effect on their business.
F. 50% of minority and women construction workers surveyed indicate that training and work
opportunities with firms are awarded contracts by the City of Sacramento has improved as a
result of the ESBD Program.

ContractorNendor Development Program
Overview

While the ESBD Program Guiding Principles outlines where we are headed in our efforts to provide
• opportunities for minority, women, emerging, and small business contractors and vendors, the
ContractorNendor Development Program is a blue print of how we are going to get there. It is a
plan for implementing the Guiding Principles on a department operating level. The Contractor
Development Program is an overlay of the City's basic procurement process.
Roles and Responsibilities
The proposed ESBD Contractor Development Program includes 30 functional steps. Some steps
shall be performed simultaneously, only selected City staff performs some, others are performed by
City affiliates, and only contractors perform some steps
Objectives
1.
2.
3.
4.
5.

Increase Contracting Opportunities for Emerging and Small Businesses Enterprises (ESBEs).
Improve Bonding, Technical, and Financial Assistance Availability
Improve and Increase Tracking, Monitoring, and Compliance
Improve Program Standards and Staff Training
Increase Employment Opportunities for Underrepresented Groups

8

Definitions & Program Parameters
Emerging & Small Business Enterprise Definitions
Emerging Business Enterprises (Options)
1. A business enterprise commencing and transacting business for less than four (4) years, with
gross receipts not exceeding $500,000.
2. A business with average annual gross receipts over the last three years not exceeding $1 million
for construction firms and $300,000 for all non-construction related firms.
3. 50% of the dollar amounts set forth by the Federal Small Business Administration regulations for
Small Businesses.
4. A business enterprise commencing and transacting business in the Sacramento region, for less
than four (4) years, with less than 20 employees, and average gross receipts not exceeding $1
million for construction firms and $300,000 for non-construction related firms.
Small Business Enterprise
Definitions will be equal to those established by the Federal Small Business Administration.
I Emerging and Small Business Enterprise Development Participation Parameters .
Program benefits and assistance defined in the Contractor Development Program shall be limited to
City of Sacramento certified Emerging and Small Business Enterprises and available to participants
for no more than seven (7) years.
A City of Sacramento certified EBE construction firm shall not receive more than $1,000,000,
annually, in awards under the Sheltered Market Program while all other EBEs shall not receive more
than $500,000, annually, in awards under the Sheltered Market Program.
A City of Sacramento certified EBE or SBE must be properly licensed, legally registered, and
independently owned.
I Contractor Development Program Stimulus
Prime Contractors may obtain credits for the successful recruitment of and outreach efforts toward
qualified Emerging Business and Small Business Enterprises. To qualify and receive credits, Prime
Contractors must also obtain and sustain City of Sacramento EEO employer certified status (have no
records of sustained discrimination complaints)
Sheltered Market Program for eligible EBEs

The City shall place 10% of all discretionary contract, project, or award dollars in a Sheltered Market
Program. The Procurement Peer Review Committee will ensure that these projects are made
available to qualified and available City certified EBEs.
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If no qualified City certified EBEs are available, City Staff shall review the contract and/or award
specifications to determine if it is in the best interest of the City to:
•
•

Open the project to all competitive and responsible bidders, or
Reorganize the specifications to facilitate the process for EBEs, or

SBD Office staff will initiate, monitor, and evaluate a Direct Service Contracting Pilot Project. On
limited proiects, the City, after a SOQ/RFP screening process, will enter into agreements with
eligible, qualified ESBEs that provide a variety of direct services. Final development and
implementation of the Direct Service Contract Program will be contingent on the success of an initial
Pilot Project.
The City will develop an informal construction procurement process for small construction, planning,
nuisance, or code enforcement related projects which is directed to increase opportunities and
awards for City certified EBEs.
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Program Intent:
Respond to City Council direction to develop a program that addresses the
concerns and desires of Sacramento's diverse community and complies with
Proposition 209.
Program Objectives:
>

Increase Contracting Opportunities for Emerging & Small Business
Enterprises

>

Improve Bonding, Technical, and Financial Assistance Availability

>

Improve and Increase Tracking, Monitoring, and Compliance

>

Improve Program Standards and Staff Training

>

Increase Employment Opportunities for Targeted Groups

City of Sacramento — Emerging & Small Business Development Program

9122/98.

Requested Actions:
O City staff seeks City Council's conceptual approval of the Emerging & Small
Business Development (ESBD) Program including strategic components and
elements which establish:
>

An Emerging Business Enterprise definition

>

A Small Business Enterprise definition

>

Program Vision, Mission, Values, Goals, and Objectives

>

Strategic Outcomes and Performance Measurements

> A Sheltered Market Program
>

A Direct Service Contracting Pilot Project

>

An Informal Construction & Procurement Process

O If City Councils approve the concept of the ESBD Program, City staff also
seeks approval for fully developing program components and elements with
measures that involve stakeholder participation.

City of Sacramento — Emerging &Small Business Development Program

9122198

Identified Challenge/Concern:
Contract Opportunities for MNV/ESBEs
Proposed Solution:
> Sheltered Market Program
> Direct Services
> Informal Contracting Process
> Construction & Procurement Plan
> Streamlined Good Faith Effort Program
Desired Outcomes
•
•
•

Equity in number of contracts and dollars received by M/W/ESB firms
Expanded private sector use of MNV/ESB firms
Growth of market-ready M/W/ESB firms

City of Sacramento — Emerging & Small Business Development Program

9122/98

Identified Challenge/Concern:
Bonding, Technical, and Financial Assistance for Contractors
Proposed Solution:
>

Technology Pool

>

Regional Mentoring Program

>

Regional Bonding & Financial Solutions

>

Coordinated Referral System

>

Coordinated Business Management Development Plan

Desired Outcomes
•

Technical Capacity and Competence Skills Growth

•

Demonstrated Contract Performance

•

Increased Ability to Secure Bonding and Financial Services

City of Sacramento — Emerging & Small Business Development Program

9/22198

Identified Challenge/Concern:
Tracking, Monitoring, & Compliance
Proposed Solution:
>
D
D
>

Monitoring of Actual Use
Restrictions on Substitutions
Uniform Data Collection
Embrace and Support Equality in the Business Community

Desired Outcomes
I Informed Decisions
I Real Penalties and Rewards
I Discrimination disclosed and addressed

City of Sacramento — Emerging & Small Business Development Program

9/22/98

Identified Challenge/Concern:
Objective Program Standards, Performance Measurements, Trained and
Accountable Staff.
Proposed Solution:
>

"Real Time", Central Monitoring

> Performance/Evaluation Standards
>

Frequent Public Performance Reports

>

Training Program for Project Managers, Procurement Staff, and
Business Services Staff

Desired Outcomes
•

Strong, Objective Based Program

•

Customer Responsive Program

•

Identified Accountability at All Program Levels

•

Continuous Business Utilization Updates and Analysis

•

Total Quality and Continuous Improvement Operations

City of Sacramento — Emerging & Small Business Development Program

9122198

Identified Challenge/Concern:
Equity in Workforce Performing City Contract Work does not exist.
Proposed Solution:
>

Coordinated Regional Workforce Development

>

Support and Encourage Private Sector Workforce Diversity and
Inclusiveness Efforts

Desired Outcomes
•

Race and Gender Equity in Workforce Performing City Contract Work

•

Expanded Private Sector Employment for All Persons, Regardless of
Race and Gender

City of Sacramento — Emerging & Small Business Development Program

9/22/98
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SUMMARY:
In November 1997, Council directed staff to report back with proposed amendments to the City's
current M/WBE program based on the ramifications of recent court decisions related to Proposition
209 and their effect on City programs. Staff has identified additional opportunities to continue to
implement Council's priority to maximize City economic diversity and business utilization, and
comply with Proposition 209.
Staff is proposing that the City of Sacramento expand outreach to small business and establish business
development components that focus on providing basic organizational infrastructure and capacity
building opportunities (e.g. management and technical assistance, business development, contracting
and procurement, certification) for emerging and small business enterprise. Staff also recommends
reforming the current program by creating a fully inclusive race and gender neutral procurement and
contracting program. Staff is seeking Council's conceptual approval of these program modifications. If
approved in concept, staff will develop the proposed program components and elements consistent
with Council direction, and will return to Council for its adoption in 60 days.
COMMITTEE/COMMISSION ACTION:

None.

BACKGROUND INFORMATION:
In November 1993, the Sacramento City Council adopted Resolution No. 93-619, which established
the City of Sacramento Minority/Women Business Enterprise (M/WBE) policy to provide equitable
utilization of minority/women-owned businesses in all aspects of the City of Sacramento's contracting
and procurement activities. Through this action, the City of Sacramento approved narrowly tailored
M/WBE goals based on ethnicity, gender, and business categories as indicated in the M/WBE Program
Policy. These goals were established by using market area availability data derived from the 1992
Utilization Study. Bid price/point preferences were established as incentives for bidders to meet the
City's M/WBE goals. Good Faith Effort requirements were established to ensure that bidders perform
outreach to the City's economically diverse contracting and vendor community.
Proposition 209 was passed by the voters in November 1996. The statewide initiative stated, in
relevant part, that the state of California "shall not discriminate against, or grant preferential treatment
to, any individual or group on the basis of race, sex, color, ethnicity or national origin in the operation
of public employment, public education or public contracting". In March 1997 and in November 1997,
City Council reviewed and adopted M/WBE program amendments due to Proposition 209. The
amendments revised the GFE policy and procedures and eliminated bid preferences. The amendments
were the result of Staff recommendations after careful consideration of State and Federal laws and
consultation with department staff including the City Attorney.
Council's actions in November 1997 supported maintaining the City's M\WBE goals and GFE
requirements, as important tools to facilitate and promote diversity in the City's contracting and
procurement activities.
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The Office of Minority, Women, & Small Business (OMWSB) staff developed the concept for the
ESBD Program in response to direction by the City Council in November 1997. The City's M/WI3E
Program has been scrutinized since the passage of Proposition 209 as well as in recent polemic City
Council discussions regarding good faith efforts and goals.
In this environment, City staff felt it was necessary to develop a procurement and contracting program
that was not only race and gender neutral but also sensitive to the needs of emerging and small
business. The sensitivity to emerging and small business is based on the understanding that minority
and women owned businesses constitute one of the fastest growing segments of the economy. City
Staffs program development efforts included meeting with various business community stakeholders
such as City Department Directors and Managers, M/WBE Advisory Committee Members, Business
Chambers, Business Representatives, Regional Public Agency Staff (SETA, RT, SHRA, County of
Sacramento, and SMUD), State Department of Insurance Staff, Banking and Lending Institutions, and
the Sacramento Small Business Development Center.
While developing the proposed program, OMWSB staff was vigilant in its effort to develop a program
with multiple elements that would:
•
•
•

withstand legal scrutiny; and,
avoid duplication of services and assistance available to emerging and small business; and,
support the City's mission to include it diverse population in contracting and procurement
opportunities.

The following issues were considered by staff in formulating our proposal: Establishment of Goals;
Legality of Preferences and/or Set-asides; Effect of the proposed ESBD Program on M/WBE's; Impact
of the proposed ESBD Program on Workforce Composition; Expanded role in the provision of
Technical Assistance; and, the Effect of the proposed ESBD Program on the Joint Certification
Program.
On the Establishment of a Goal: OMWSB staff developed the goal identified in the City of Sacramento
Draft Emerging & Small Business Development Program. Establishing a participation percentage goal
has two purposes. First, it precipitates a discussion regarding the validity of participation goals for
proposed ESBD Program. Second, if a participation goal is adopted as part of the program, it is
expected that establishing an initial goal allows for an adjustment based on the data obtained from a
Business Utilization Study in which the City is soon to be engaged. Moreover, it is anticipated that as
the program is fully developed and refined, over the course of the next eight to twelve months,
additional empirical evidence will become available that will support the City's initial and subsequent
approval of participation goals.
Staff initially utilized data provided by the City's Revenue Division (Business Utilization Tax
• information) and information from the State Board of Equalization to establish a proposed goal.
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On the Legality of Preference and/or Set-asides: The ESBD program has no preference and/or "setasides" based on race or gender. The ESBD program provides for the development and
implementation of a Sheltered Market Program, a Direct Service Contracting Pilot Project, and an
Informal Construction/Procurement Process. Each of these components will be available to qualified
Emerging and Small Business Enterprises (ESBE's). Qualification for each of the components will
based on economic thresholds, not on race or gender. The City Attorney's Office has advised that a setaside program based on economic status is permissible, provided it is reasonable and designed to meet
participation goals supported by empirical evidence.
On the Effect of the proposed ESBD Program on M/WBEs: Any adverse effect that the proposed
ESBD Program may have on Minority and/or Women-Owned Business Enterprises will be addressed
by improving outreach efforts and increasing the City's diligence in the area of contract compliance.
As the program matures, it is expected that traditionally disadvantaged business enterprises will
participate in the program and benefit from the capacity building elements.
On the Impact of the proposed ESBD Program on Workforce Composition: The proposed program
includes elements for the City to adopt which support companies who do not discriminate and have
programs that are inclusive of the culturally and economically diverse population of the City of
Sacramento. The proposed ESBD program does not seek to replace any existing programs that
accomplish the objective of increasing employment opportunities for disadvantaged groups. Instead,
the City's proposed program is meant to enhance and fortify these existing programs.
On the City's Expanded Role in the Provision of Technical Assistance: The proposed ESBD program
provides for improving the access of ESBEs to Technical Assistance. To accomplish this task, City
staff will identify and evaluate existing resources to determine the type and the extent to which
Technical Assistance programs are accessible to ESBEs. Wherever possible, existing Technical
Assistance programs will be utilized as resources; however, in cases where programs are ineffective or
in cases where a specific type of Technical Assistance is lacking, the City will coordinate the
development and implementation of Technical Assistance programs for ESBEs.
On the Effect of the proposed ESBD Program on the Joint Certification Program: The City is not
intending to set a standard by which all allied programs must operate. The proposed ESBD program
was designed as a result of City Council's direction to the OMWSB staff in November 1997. Final
development and implementation of the proposed ESBD Program may affect the six agencies that
make up the Sacramento Regional Joint Certification Program (JCP) to the extent that JCP members
may want the same program for their respective jurisdiction.
Upon Council's approval of the ESBD Program there will be a transition period during which time
Staff will review and revise current program elements and prepare current City staff for
implementation of the ESBD Program.
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Implementation Time Line:
October, 1998
November, 1998
February, 1999
May, 1999
July, 1999
July, 1999

Community Forums
Report Back to Council with ESBD Program Definitions, Parameters, and Costs
Implement Phase I-Contracting and Program Elements
Implement Phase II — Insurance and Bonding Elements
Implement Phase III- Business Development Elements
Complete Program Implementation

FINANCIAL CONSIDERATION:
Upon Council's conceptual approval and guidance regarding the proposed program amendments, staff
will report back in within 60 days with a cost analysis.
POLICY CONSIDERATION:
Support of staff's recommendation establishing an Emerging and Small Business Development
Program is consistent with City Council policy on economic diversity and utilization.
ENVIRONMENTAL CONSIDERATIONS:
This report recommends no action that would constitute a project under the California Environmental
Quality Act (CEQA).
M/VVBE CONSIDERATIONS
The M/WBE Advisory Committee has provided staff with input regarding proposed program
amendments and is aware of staffs proposals. Staff will implement City policy on economic diversity
and utilization within all applicable provisions of State and Federal law.
Ily submitted,
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Resp\i
Aaron B. Chong
OMWSB Coordinator
RECOMMENDATION APPROVED

APPROVED:

William H. Edgar
City Manager

Kenneth Nishimoto, Director
Administrative Services Department

Attachments
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City of Sacramento
Administrative Services Department
Emerging and Small Business Development Program
Guiding Principles
These Emerging and Small Business Development Program Guiding Principles serve as a citywide
policy foundation for efforts to improve contracting and employment opportunities for disadvantaged
groups, emerging and small businesses. They represent the common beliefs held and expressed by
many City staff and public contracting stakeholders. Moreover, the ESBD Program is designed to
support City of Sacramento Council Priorities. In broader terms, the Guiding Principles describe
where the City is headed in its contractor development efforts.

I ESBD Program Vision
To achieve economic and social equity in our community, the City of Sacramento seeks to include its
culturally and economically diverse community by awarding contracts to its diverse, competitive
contractors and service providers while providing significant employment opportunities to
Sacramento's diverse population.

ESBD Program Mission
The City of Sacramento seeks to create a contracting and procurement system that is fair, effective,
and accountable to all citizens while embracing the values and achieving the vision, goals, strategic
outcomes, and objectives of the Emerging and Small Business Development Program.

IESBD Program Values
• Diversity
The City of Sacramento values an open and friendly community that is free from
bigotry and intimidation. The City values a community that welcomes and respects
the individuality, unique talents, and contributions of all people regardless of age,
race, gender, ethnicity, sexual orientation, religion, physical or mental ability, or
financial means.

• Economic Vitality
The City of Sacramento values a strong, varied, adaptive, and diverse economy that
provides employment and training for all individuals, including those who have been
excluded from the economic mainstream because of historic discrimination.

• Customer Accountability
The City of Sacramento values customer success and seeks to create a contracting
environment in which everyone has the opportunity to flourish. At the same time,
personal responsibility and accountability on the part of individual contractors and the
ability of the contractor to establish independent profitable business relationships are
also valued.
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•

Customer Partnership
The City of Sacramento values open, honest government that is responsive to its
citizens, tax, and rate payers. The City values partnerships with its customers and
municipal services that are immediately useable and tangibly improve the public
contracting environment.

•

Disclosure
The City of Sacramento values integrity and full disclosure of results. The City of
Sacramento does not cover up bad news. While failure is never a desired outcome,
learning from previous mistakes in order to improve future decision-making is valued.

•

Quality and Efficiency
The City of Sacramento values a contracting and procurement environment that is
demonstrably effective in its ability to balance social objectives with economic
realities.

IGoals
I.

Achieve a 20% ESBE participation level in all City discretionary contracts and awards.
Achieve and sustain, for five (5) consecutive years, parity in the number of contracts and
dollars received by an economically and culturally diverse group of firms in the Sacramento
area.

Ill.

Achieve a sustained increase in the number of strong, competitive economically and
culturally diverse firms in the Sacramento metropolitan area as demonstrated through bidding
patterns and receipt of contracts and dollars in public sector contracting.

IV.

Accurately document and disclose how contracting opportunities in City construction work are
distributed and implement contemporaneous corrective strategies where underutilization is
present.

V.

Monitor and rigorously address any claims of discrimination related to the City's contracting
and procurement systems.

VI.

Increase contracting opportunities to certified emerging and small businesses (ESBEs).

VII.

Within two years, compel the private sector and other public agencies to develop and realize
strategies that achieve parity in the number of contracts and dollars received by all firms.

VIII.

Apply the ESBD Program Vision, Values, and Goals to all City projects in their entirety,
regardless of funding source.
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Strategic Outcomes
A. Underrepresentation of Minority-owned, Women-owned, Emerging and Small Business
Enterprise (MWESBEs) in the receipt of contracts and dollars at a subcontractor level shall be
eliminated by July 1, 2004.
B. Underrepresentation of MWESBEs is eliminated as a result of the participation of an increased
number of economically and culturally diverse individual community contractors by July 1, 2006.
C. Certified MWESBEs expand into new specialty areas in which the 1998 Multi-Regional Public
Agencies Business Utilization Study City of Sacramento database indicates low or minimal
representation.
D. Underrepresentation of minority and women workers in firms awarded contracts by the City of
Sacramento is eliminated by July 1, 2006.
E. At least 80% of customers surveyed indicate that City of Sacramento ESBD program has had a
positive effect on their business.
F. 50% of minority and women construction workers surveyed indicate that training and work
opportunities with firms are awarded contracts by the City of Sacramento has improved as a
result of the ESBD Program.

ContractorNendor Development Program
Overview
While the ESBD Program Guiding Principles outlines where we are headed in our efforts to provide
opportunities for minority, women, emerging, and small business contractors and vendors, the
ContractorNendor Development Program is a blue print of how we are going to get there. It is a
plan for implementing the Guiding Principles on a department operating level. The Contractor
Development Program is an overlay of the City's basic procurement process.

Roles and Responsibilities
The proposed ESBD Contractor Development Program includes 30 functional steps. Some steps
shall be performed simultaneously, only selected City staff performs some, others are performed by
City affiliates, and only contractors perform some steps

Objectives
1.
2.
3.
4.
5.

Increase Contracting Opportunities for Emerging and Small Businesses Enterprises (ESBEs).
Improve Bonding, Technical, and Financial Assistance Availability
Improve and Increase Tracking, Monitoring, and Compliance
Improve Program Standards and Staff Training
Increase Employment Opportunities for Underrepresented Groups
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Definitions & Program Parameters
Emerging & Small Business Enterprise Definitions
Emerging Business Enterprises (Options)
1. A business enterprise commencing and transacting business for less than four (4) years, with

gross receipts not exceeding $500,000.
2. A business with average annual gross receipts over the last three years not exceeding $1 million
for construction firms and $300,000 for all non-construction related firms.

3. 50% of the dollar amounts set forth by the Federal Small Business Administration regulations for
Small Businesses.
4. A business enterprise commencing and transacting business in the Sacramento region, for less
than four (4) years, with less than 20 employees, and average gross receipts not exceeding $1
million for construction firms and $300,000 for non-construction related firms.
Small Business Enterprise
Definitions will be equal to those established by the Federal Small Business Administration.
Emerging and Small Business Enterprise Development Participation Parameters .
Program benefits and assistance defined in the Contractor Development Program shall be limited to
City of Sacramento certified Emerging and Small Business Enterprises and available to participants
for no more than seven (7) years.
A City of Sacramento certified EBE construction firm shall not receive more than $1,000,000,
annually, in awards under the Sheltered Market Program while all other EBEs shall not receive more
than $500,000, annually, in awards under the Sheltered Market Program.
A City of Sacramento certified EBE or SBE must be properly licensed, legally registered, and
independently owned.
I Contractor Development Program Stimulus
Prime Contractors may obtain credits for the successful recruitment of and outreach efforts toward
qualified Emerging Business and Small Business Enterprises. To qualify and receive credits, Prime
Contractors must also obtain and sustain City of Sacramento EEO employer certified status (have no
records of sustained discrimination complaints)
I Sheltered Market Program for eligible EBEs
The City shall place 10% of all discretionary contract, project, or award dollars in a Sheltered Market

Program. The Procurement Peer Review Committee will ensure that these projects are made
available to qualified and available City certified EBEs.
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If no qualified City certified EBEs are available, City Staff shall review the contract and/or award
specifications to determine if it is in the best interest of the City to:
• Open the project to all competitive and responsible bidders, or
• Reorganize the specifications to facilitate the process for EBEs, or
SBD Office staff will initiate, monitor, and evaluate a Direct Service Contracting Pilot Project. On
limited projects, the City, after a SOQ/RFP screening process, will enter into agreements with
eligible, qualified ESBEs that provide a variety of direct services. Final development and
implementation of the Direct Service Contract Program will be contingent on the success of an initial
Pilot Project.
The City will develop an informal construction procurement process for small construction, planning,
nuisance, or code enforcement related projects which is directed to increase opportunities and
awards for City certified EBEs.
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Program Intent:
Respond to City Council direction to develop a program that addresses the
concerns and desires of Sacramento's diverse community and complies with
Proposition 209.
Program Objectives:
>

Increase Contracting Opportunities for Emerging & Small Business
Enterprises

>

Improve Bonding, Technical, and Financial Assistance Availability

>

Improve and Increase Tracking, Monitoring, and Compliance

>

Improve Program Standards and Staff Training

>

Increase Employment Opportunities for Targeted Groups

City of Sacramento — Emerging & Small Business Development Program

9/22/98

Requested Actions:
o City staff seeks City Council's conceptual approval of the Emerging & Small
Business Development (ESBD) Program including strategic components and
elements which establish:
>
>
>
>
>
>
>

An Emerging Business Enterprise definition
A Small Business Enterprise definition
Program Vision, Mission, Values, Goals, and Objectives
Strategic Outcomes and Performance Measurements
A Sheltered Market Program
A Direct Service Contracting Pilot Project
An Informal Construction & Procurement Process

O If City Councils approve the concept of the ESBD Program, City staff also
seeks approval for fully developing program components and elements with
measures that involve stakeholder participation.

City of Sacramento — Emerging & Small Business Development Program

9/22198
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Identified Challenge/Concern:
Improve Contract Opportunities for MNV/ESBEs
Proposed Solution:
>

Sheltered Market Program

>

Direct Services

>

Informal Contracting Process

>

Construction & Procurement Plan

>

Streamlined Good Faith Effort Program

Desired Outcomes
i Equity in number of contracts and dollars received by MNV/ESB firms
/

Expanded private sector use of MNV/ESB firms

/

Growth of market-ready MNV/ESB firms

City of Sacramento — Emerging & Small Business Development Program

9/22/98
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Identified Challenge/Concern:
Inadequate Bonding, Technical, and Financial Assistance for Contractors
Proposed Solution:
>
>
>
>
>

Technology Pool
Regional Mentoring Program
Regional Bonding & Financial Solutions
Coordinated Referral System
Coordinated Business Management Development Plan

Desired Outcomes
1 Technical Capacity and Competence Skills Growth
1 Demonstrated Contract Performance
1 Increased Ability to Secure Bonding and Financial Services

City of Sacramento — Emerging & Small Business Development Program

9122/98
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Identified Challenge/Concern:
Inadequate Tracking, Monitoring, & Compliance
Proposed Solution:
>

Monitoring of Actual Use

>

Restrictions on Substitutions

>

Uniform Data Collection

>

Embrace and Support Equality in the Business Community

Desired Outcomes
3

Informed Decisions

/

Real Penalties and Rewards

/

Discrimination disclosed and addressed

City of Sacramento — Emerging & Small Business Development Program

9/22/98
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Identified Challenge/Concern:
Lack of Objective Program Standards, Performance Measurements, Trained
and Accountable Staff.
Proposed Solution:
>
>
>
>

"Real Time", Central Monitoring
Performance/Evaluation Standards
Frequent Public Performance Reports
Training Program for Project Managers, Procurement Staff, and
Business Services Staff

Desired Outcomes
•
•
•
•
•

Strong, Objective Based Program
Customer Responsive Program
Identified Accountability at All Program Levels
Continuous Business Utilization Updates and Analysis
Total Quality and Continuous Improvement Operations

City of Sacramento — Emerging & Small Business Development Program

9/22/98
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Identified Challenge/Concern:
Equity in Workforce Performing City Contract Work does not exist.
Proposed Solution:
>

Coordinated Regional Workforce Development

>

Support and Encourage Private Sector Workforce Diversity and
Inclusiveness Efforts

Desired Outcomes
•

Race and Gender Equity in Workforce Performing City Contract Work

•

Expanded Private Sector Employment for All Persons, Regardless of
Race and Gender

City of Sacramento — Emerging Small Business Development Program

9/22/98
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