
California Business 
Climate

Unified effort on business 
climate and jobs



Historical Achievements

• 1945 - Convened by Governor Earl Warren

• First meeting of United Nations

• BART System

• Richmond-San Rafael & Dumbarton Bridges

• Regional Agencies

• Ferry System, BART & Caltrain Modernization



Bay Area Council has 
organized a megaregion 
alliance to push legislators 
and planners to solve 
problems at megaregional 
scale 



“California Exodus” dominates headlines



KPBS

SFChronicle

CALIFORNIA CRISIS

SFChronicleUS Chamber

Recovery

Taxes

Regulations

Housing

Homelessness



Leaders voice concern

This state could implode within a generation. It has a 
trillion dollars of unfunded retirement and healthcare 
benefits. It has the worst reputation for business. It 
has the highest taxes. The highest regulations — and 
they’re adding more on. It’s going to implode if they 
don’t make changes in the business climate that affects 
small business even more than big business.
Dick Kovacevich
Former Wells Fargo CEO

I think that the luster is clearly going off 
our star. I think we missed an opportunity 
to clearly lead in the next generation, 
which, by the way, we could have done.  
John Chambers, Cisco

California has been winning for a long time 
and has started taking its innovators for 
granted. . . I think we’ll see some reduction 
in the influence of Silicon Valley
Elon Musk, Tesla, SpaceX

SF Business Times

The California dream is in deep trouble.
Leon Panetta

I think every responsible Chief Executive Officer has to 
consider moving their company out of California
Tom Siebel, C3 AI, Founder and CEO



Is the Exodus Real???

Presenter
Presentation Notes
Align Technologies, Toyota, Tanium, Digital Realty, Elon Musk, Larry Ellison, Ron Suber, the list goes on.









Remote work enables people to work from anywhere

Nearly half of all Bay Area residents have 
an occupation that is remote work 
“eligible”

Presenter
Presentation Notes
Migration Trends Worsen New data released in December 2020 by the California Department of Finance shows the nine-county Bay Area total population stagnating between July 2019 and July 2020. Notably, net domestic migration (movement between states) continued its growing negative trend, with a loss of 63,000 residents over the 12-month period. Immigration flows into the region slowed, while the natural increase in population also slowed, with deaths increasing and births falling. The region’s population growth is generally a good barometer of its economic health. Heading into the COVID-19 recession, the region was already losing people to other states, a trend that will weigh on economic recovery going forward. Looking backward, net domestic migration had been negative heading into the Great Recession and did recovery in the rebound. However, remote work stands to change how office employees view their home-work relationship going forward, particularly in high-cost areas like the Bay Area.





The beginning of a 
pullback in venture 
capital investment in 
the region?



More tech companies will look to a dispersed 
workforce post-pandemic

Source : Initialized Capital, Annual Portfolio Survey





L.A. Theatre Collection

California Job Loss 
greater than 
estimated
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Labor Force Numbers Plummet in High-Cost Metro Areas New data released by the Bureau of Labor Statistics provides finer detail on the potential long-term economic destruction caused by the COVID-19 pandemic. Expensive metro areas, including the Bay Area, have witnessed significant drops in their labor forces – those employed plus those looking for work. The Bay Area’s 6.9% unemployment rate for October masks the fact that many people have dropped out of the labor force or left the region altogether. Looking at year-over-year changes, the Bay Area labor force has fallen by over 56,000. While this number is not as large as the losses in New York, Boston, Chicago, or Los Angeles, low-cost metros are clearly outperforming their higher-cost peers—in terms of both economic recovery and attraction of new workers. 





Pre-COVID-19, there 
was a geographic 
mismatch of 
employment and 
population growth in 
the megaregion 



Commuting over long 
distances became 
much more common 
in the last decade



A 1-hour train ride to/from San Francisco covers a smaller distance 
than in peer megaregions



A new transbay rail crossing 
is one of many rail projects 
that can create a more 
connected Northern 
California Megaregion 

Presenter
Presentation Notes
And more connected megaregional rail would transform the 21-county region. 



0

50,000

100,000

150,000

200,000

250,000

300,000

350,000
Multi-Family Single-FamilyPermits

Annual Production of Housing Units 1955-2015

Annual New Housing Permits Statewide 
1955-2020*

Source: Construction Industry Research Board/California Homebuilding Foundation Reports 2005, 2013, 2015; 
Graphic by HCD 23

0

50,000

100,000

150,000

200,000

250,000

300,000

350,000

Multifamily (2+ Units) Single FamilyPermits

Annual Production of Housing Units 1955-2020*

1955-1989
Average 205,000

2006-2020
Average 
90,000







Early trends show COVID-19 has shifted housing preferences 
across the megaregion

Presenter
Presentation Notes
Metro areas outside of the San Francisco Bay Area saw the largest increase in rents during 2020 



Presenter
Presentation Notes
Metro areas outside of the San Francisco Bay Area saw the largest increase in rents during 2020 



Source: mymove.com



California taxes do not compete with other states 



Presenter
Presentation Notes
Labor Force Numbers Plummet in High-Cost Metro Areas New data released by the Bureau of Labor Statistics provides finer detail on the potential long-term economic destruction caused by the COVID-19 pandemic. Expensive metro areas, including the Bay Area, have witnessed significant drops in their labor forces – those employed plus those looking for work. The Bay Area’s 6.9% unemployment rate for October masks the fact that many people have dropped out of the labor force or left the region altogether. Looking at year-over-year changes, the Bay Area labor force has fallen by over 56,000. While this number is not as large as the losses in New York, Boston, Chicago, or Los Angeles, low-cost metros are clearly outperforming their higher-cost peers—in terms of both economic recovery and attraction of new workers. 





Tax Proposals by California Legislatures

2021 So Far
• ACA6 AB310-Progressive Tax on Personal Assets
• AB71- Increase Corporate Tax Rate to Fund Homeless Service

2020
• Tax on Unrealized Capital Gains
• Wealth Tax
• Increase Personal Income Tax Rate to 16.8%
• Split Roll Tax (Prop 15 Defeated)

*Dozens of local tax measures that passed throughout the State



California general fund spending continues to rise

California Policy Center

6.6%: compound 

annual growth in 

General Fund 

expenditures since 

2011/2012



Business Climate Initiative

Desired Outcomes

1) Strong business voice at the table on all state policy 
debates that affect business and the economy

2) Making California tax/fiscal structure more sustainable

3) State puts renewed focus on business attraction and 
retention

4) Address myriad regulatory hurdles 

5) Major steps in addressing homelessness and housing 
affordability
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