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Governor Signs 
CalChamber-
Supported CEQA 
Reform Bill

Governor 
Edmund G. 
Brown Jr. 
recently signed a 
California 
Chamber of 
Commerce-sup-
ported bill that 
improves
environmental 

review under the California Environmen-
tal Quality Act (CEQA).

The CalChamber supported AB 2782 
(Friedman; D-Glendale) because it 
represents a prudent and balanced addi-
tion to the CEQA process to ensure that 
lead agencies are considering the multiple 
aspects of a project.

AB 2782 authorizes lead agencies to 
more comprehensively analyze the pros 
and cons of a project by considering 
specific economic, legal, social, techno-
logical, or other benefits of, and negative 
impacts of denying, the proposed project.

At a time when California’s housing 
crisis is, by one estimate, producing a 
$140 billion annual drag on the state’s 
economy, forcing Californians into long 
commutes that damage health, infrastruc-
ture and environment, and is one reason 
California suffers from the highest pov-
erty rate of any state, California must 
pursue all thoughtful approaches to 

• November Ballot 
Propositions: Pages 7-11

• Economic Advisory 
Council: Pages 13-15 

Inside

CalChamber Presents 
November Ballot Guide

This edition 
of Alert 
includes a 
special 
report on the 
November 

ballot measures, including brief summa-
ries of the reasons for the California 
Chamber of Commerce position on eight 
of the 12 ballot measures.

On propositions where the CalCham-
ber has no position, the special report 
summarizes arguments for and against 
the measures as presented in the 96-page 
official voter information guide prepared 
by the California Secretary of State.

Below is a recap of CalChamber 
positions on November ballot measures:

Support
Proposition 1: Veterans Housing Bond
Proposition 2: Housing Program for Individuals with 

Mental Illness
Proposition 3: Water Supply Bond
Proposition 4: Children’s Hospitals Construction Bond
Proposition 5: Property Tax Base Transfer

Oppose
Proposition 6: Transportation Funding Repeal
Proposition 8: Kidney Dialysis Clinic Charges
Proposition 10: Rent Control Expansion

For more information, see the special 
report inside. 

 See Governor Signs: Page 4

Republican Gubernatorial Candidate John Cox 
Outlines Top Issues for CalChamber Board

John Cox, Republican candidate for Governor, describes to the CalChamber Board of Directors on 
September 7 how his CPA and business experience affects his approach to issues such as California’s 
regulatory climate, housing crisis, energy independence, roadways, schools and water.

Support

Special Report: 
November 
Ballot Measures

®

http://ctweb.capitoltrack.com/public/search.aspx?t=bill&s=AB2782&go=Search&session=17&id=1dae9efb-651d-4a02-a05d-360ca7965b14
http://ctweb.capitoltrack.com/public/search.aspx?t=bill&s=AB2782&go=Search&session=17&id=1dae9efb-651d-4a02-a05d-360ca7965b14
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CalChamber-Sponsored Seminars/Trade Shows
More at www.calchamber.com/events.
Labor Law
HR Checklist for California Supervisors. 

CalChamber. September 20, Webinar. 
(800) 331-8877.

HR Boot Camp. CalChamber. October 17, 
San Francisco – SOLD OUT; Decem-
ber 7, Oakland. (800) 331-8877.

HR Symposium. CalChamber. November 
2, San Francisco. (800) 331-8877.

Business Resources
13th Annual Prop. 65 Conference. 

Prop.65 Clearinghouse. September 24, 
San Francisco. (415) 385-4364. 
Special rate for CalChamber members.

BusinessH2O Water Innovation Summit: 
Best Practices from the U.S. and 
Israel. U.S. Chamber of Commerce. 
December 10–11, Phoenix, Arizona. 
(202) 463-5484.

International Trade
Bureau of Industry and Security: Export 

Regulation Course. Southern Califor-
nia District Export Council. Septem-
ber 19, Los Angeles. (310) 235-7203.

Central America Energy Transition 
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Our company is preparing for extensive 
upgrading of its facilities, including 
access and work surfaces. Has Califor-
nia’s Occupational Safety and Health 
(Cal/OSHA) Standards Board adopted 
the new federal regulations published 
November 18, 2016 in Federal Register, 
Volume 81, No. 223, pages 82494–83006 
addressing walking-working surfaces?

It should be noted that these regula-
tions have not yet been adopted pending 

Cal/OSHA Corner
State Starting to Revise Work Area Access Rules in Response to Feds

Mel Davis
Cal/OSHA Adviser

clarification as to the application to the 
maritime and agriculture regulations, 
which were exempted from the federal 
rulemaking. The Board is working to 
complete the process.

The federal Occupational Safety and 
Health Administration (OSHA) has exten-
sively revised 29 Code of Federal Regula-
tions 1910 Subparts D, I, N, and R.

Broad Coverage
These subparts address ladders, step 

bolts, manhole steps, stairways, dock 
boards, scaffolds, rope descent systems, 
fall protection, falling object protection, 
power and vehicle mounted platforms, 
man lifts, personal protective equipment 
(PPE), industrial trucks, pulp paper 
paperboard mills, textiles, sawmills and 
telecommunications.

Because of the number and different 
types of equipment and processes, the 
Cal/OSHA Standards Board opted to deal 
with the rulemaking progressively. The 
first rulemaking package addresses fixed 
and portable ladders, mobile ladder 
stands and scaffolds, stairways, step bolts 
and manhole steps.

When the regulations are adopted, 
they will apply to those areas and situa-
tions as published, and address the mari-
time industry’s concerns.

Proposed Revisions
• Section 3214, stair railings and 

handrails, has been revised, changing the 
height of the rails from the tread nose.

• Section 3234, stairways, has been 
revised to require a maximum tread height 
of 9½ inches and a minimum tread depth 
of 9½ inches, as well as platform/door 
encroachment clearance requirements.

• Major revisions have been made to 
Section 3277, fixed ladders. For example, 
the regulations address manhole rung 
length and separation, requirements for 
ladders that extend over 24 feet, cages 
and wells, and ladder safety systems. 
Because of the revisions, some defini-
tions have been revised, such as alternat-
ing stairs, equivalent, toe board, and 
handrail. A definition for individual rung 
ladder has been added.

• A new Section 3279 has been devel-
oped to address the design, construction, 
installation and maintenance of stepbolts 
and manhole steps.

• Sections 3621 and 3622 address 
mobile ladder stands and scaffolds, 
reflecting new, revised, and repealed 
definitions which are indicative of indus-
try terminology and operations.

• Sections 6564, 6599, 6600, and 6632 
address the petroleum industry. The 

 See CalChamber-Sponsored: Page 12

 See State Starting to Revise: Page 4

CalChamber Calendar
Public Affairs Conference: 

November 27–28, Huntington Beach

Next Alert: September 28

http://www.calchamberalert.com/
http://advocacy.calchamber.com/calendar/
mailto:alert%40calchamber.com?subject=Alert%20Newsletter
http://www.calchamber.com
http://www.calchamber.com/hrcalifornia/labor-law-helpline/Pages/hr-advisers.aspx#gary
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Prop. 65 Rules Include Supply Chain Liability
Minimizing liability is quintessential for 
any prudent business. Liability could 
mean costly lawsuits, the loss of valuable 
business opportunities or relationships, 
large monetary penalties, serious finan-
cial or reputational damage, or even 
product recalls. Under Proposition 65 
(Prop. 65), liability for businesses can be 
all of the above.

For decades, companies selling prod-
ucts, food or beverages in California or 
that manufacture, supply or distribute 
products sold in California have wrestled 
with the requirements of Prop. 65. In 
2017 alone, nearly 700 cases were settled 
with defendants paying more than $25 
million in plaintiffs’ attorneys fees and 
penalties—not including defense counsel 
fees, business interruption and other costs 
to comply. 

Now come new Prop. 65 regulations 
that went into effect August 30, 2018. 
The California Chamber of Commerce 
has notified members about these new 
regulations, with a particular focus on the 
new labeling requirements. (See website 
synopsis and July 27 Alert article.)

With anxiety running high and time to 
comply running short, here are five things 
that California businesses should be 
considering other than the new labeling 
requirements:
1. Significant changes to Prop. 65 
liability allocation.

The new Article 6, Section 25600.2, 
the “Responsibility to Provide Consumer 
Product Exposure Warnings,” reallocates 
liability for Prop. 65 violations by signifi-
cantly strengthening the indemnity power 
for retailers against manufacturers and 
upstream entities.

Although most major retailers already 
shift obligations for Prop. 65 compliance 
onto suppliers and manufacturers through 
indemnity agreements, Section 25600.2 
will provide some relief to small retailers 
by clarifying the obligations of supply 
chain parties and places the primary 
burden of Prop. 65 warnings on the 
manufacturer, producer, packager, 
importer, supplier or distributor. 
2. Consider your full supply chain and 
indemnification agreements.

Businesses need to consider their full 
supply chain when analyzing Prop. 65 
liability under the new regulations. Since 
the allocation of liability is more 
expressly laid at the feet of manufacturers 

and upstream entities, businesses that sell 
their products directly to suppliers and 
distributors, as opposed to the retailers, 
could still be liable for a retailer’s failure 
to warn if the supplier or distributor fails 
to warn the retailer.

Manufacturers and upstream entities 
should analyze their indemnity agree-
ments with their suppliers and distributors 
and seek to clarify the specific obligations 
relative to Prop. 65 in such contracts. 

3. Internet warning notifications.
For products sold online or through a 

catalog into the State of California, busi-
nesses cannot comply with the new Prop. 
65 regulations merely by placing a warn-
ing label on the product. For internet 
sales, a retail seller must provide a Prop. 
65 warning for the product on its website 
to fall within the safe harbor. Such web-
site warnings must either:

• Be placed on the product’s display 
page;

• Be given via a hyperlink using the 
word “WARNING” placed on the product 
display page; or

• Be displayed to consumers before 
their purchase is completed with a tie to 
the product for which the warning is 
being given.

Additionally, manufacturers and upstream 
entities could be liable for a retail seller’s 
failure to warn under the new liability 
allocation (see items 1 and 2 above). 
Accordingly, manufacturers and upstream 
entities should provide to the retailer 
sellers notice of the need for an internet 
warning, and the exact language to use. 
4. When retailer is liable.

The retail seller is responsible for 
providing the Prop. 65 warning for a con-
sumer product exposure only when one or 
more of the following circumstances exist: 

• The retail seller is selling the product 
under a brand or trademark that is owned 

or licensed by the retail seller or an affili-
ated entity. In other words, if your name 
is on the product, you are probably the 
manufacturer under California law unless 
it is clear the product was manufactured 
by a third party.

• The retail seller has knowingly 
introduced a listed chemical into the 
product, or knowingly caused a listed 
chemical to be created in the product; 

• The retail seller has covered, 
obscured or altered a warning label that 
has been affixed to the product; 

• The retail seller has received a notice 
and warning materials for the exposure 
from the upstream entity;

• The retail seller has “actual knowl-
edge” of the potential consumer product 
exposure requiring the warning, and there 
is no manufacturer, producer, packager, 
importer, supplier, or distributor of the 
product who (A) Is a “person in the 
course of doing business” under Section 
25249.11(b) of the Act, and (B) Has 
designated an agent for service of process 
in California, or has a place of business in 
California.

“Actual knowledge” means specific 
knowledge of the consumer product expo-
sure received by the retail seller from any 
reliable source. OEHHA attempts to pro-
vide additional guidance in its Final State-
ment of Reasons by stating: “a retail seller 
may acquire knowledge of an exposure that 
requires a warning through news media, its 
customers, or a trade association.” Never-
theless, the ambiguity over what constitutes 
a retail seller’s “actual knowledge” will 
likely be settled by future litigation.
5. Products manufactured before 
August 30, 2018.

Good news. The new regulations pro-
vide a sell-through period of unlimited 
duration for any products manufactured 
prior to the effective date that complied 
with existing Prop. 65 requirements. Busi-
nesses DO NOT need to relabel, pull from 
shelves or destroy existing inventories.

Not Legal Advice
The information in this article is not 

intended to convey or constitute legal 
advice, and is not a substitute for obtain-
ing legal advice from a qualified attorney. 
You should not act upon any such infor-
mation without first seeking qualified 
professional counsel.
Staff Contact: Adam Regele

http://www.calchamberalert.com/
https://advocacy.calchamber.com/policy/issues/product-regulation/proposition-65-warning-regulations-synopsis/
https://advocacy.calchamber.com/policy/issues/product-regulation/proposition-65-warning-regulations-synopsis/
http://calchamberalert.com/2018/07/27/new-proposition-65-regulations-take-effect-august-30/
http://advocacy.calchamber.com/bios/adam-regele/
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contents of Sections 6564 and 6599 have 
been repealed and replaced with language 
directing the user to revised Section 
3277. Section 6600 now references Sec-
tion 3279. Also, stirrup clearance and 
stepbolt spacing has been revised.

• Section 8608 of the telecommunica-

tion orders has been revised to reflect the 
development of new Section 3279 regard-
ing stepbolts.

The proposal as presented at the June 
2018 Cal/OSHA Standards Board public 
hearing may be seen at www.dir.ca.gov/
oshsb/proposedregulations.html.

Column based on questions asked by callers 
on the Labor Law Helpline, a service to 
California Chamber of Commerce preferred 
and executive members. For expert explana-
tions of labor laws and Cal/OSHA regula-
tions, not legal counsel for specific situations, 
call (800) 348-2262 or submit your question 
at www.hrcalifornia.com.

State Starting to Revise Work Area Access Rules in Response to Feds
From Page 2

CalChamber Board Takes Closer Look at Campaigns Across Nation

Michael E. Murphy (left), senior partner, Revolution Agency, offers listeners at the CalChamber Board of Directors dinner on September 6 a wide-ranging 
and entertaining look at election results and predictions. He says 2019 “is going to be a major year in Democratic and Republican politics because both parties 
are going to have to figure out who they are.” At the CalChamber Board meeting on September 7, House Editor David Wasserman, The Cook Political Report, 
shares his analyses of U.S. House of Representative races across the nation, including the California congressional battleground seats that could make a 
difference in which party controls the House.

facilitating the timely construction of 
additional housing. AB 2782 is one such 
approach. By examining and considering 
the negative impact of not approving 
projects, especially housing projects, lead 
agencies will have a more comprehensive 
assessment of the role of these projects in 
their communities.

For example, if a local government is 

considering approval of a housing proj-
ect, it is prudent for that local entity to 
evaluate the impact of denying that hous-
ing project as well: How would prohibit-
ing construction of that housing project 
have an impact on factors such as local 
commute patterns, impacts to local busi-
nesses and the local economy, access to 
public transportation, the region’s com-
pliance with the applicable Sustainable 

Communities Strategy, etc.?
AB 2782 does not change the underly-

ing substantive or procedural require-
ments of CEQA. All this narrow bill does 
is encourage lead agencies to engage in a 
robust discussion of the pros and cons of 
projects under consideration.
Staff Contact: Adam Regele

Governor Signs CalChamber-Supported CEQA Reform Bill
From Page 1

http://www.calchamberalert.com/
http://www.dir.ca.gov/oshsb/proposedregulations.html
http://www.dir.ca.gov/oshsb/proposedregulations.html
http://www.hrcalifornia.com
http://advocacy.calchamber.com/bios/adam-regele/
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U.S. Policy Expert

Trade Talks to Open Markets Work Better 
than Tariff Wars to Boost Economy, Jobs

In an era where 
“trade is invad-
ing every zone,” 
increased tariffs 
on imports are 
the wrong way to 
generate 

prosperity for U.S. businesses, a trade 
policy expert told a California Chamber 
of Commerce gathering last week.

John Murphy, senior vice president of 
international policy for the U.S. Chamber 
of Commerce, emphasized that the rest of 
the world is moving forward in areas 
where the United States has stepped back 
from trade talks.

If the United States doesn’t get back 
to working on opening markets to Ameri-
can goods and services, “we’re going to 
be on the outside looking in,” Murphy 
said at the September 7 international 
breakfast of the CalChamber Council for 
International Trade.

Trade Works
Murphy gave a recap of how trade 

affects the U.S. economy and what voters 
think:

• 41 million American jobs depend on 
trade.

• 98% of U.S. companies that export 
goods are small and medium-sized busi-
nesses.

• 6 million manufacturing jobs depend 
on exports.

• 3 in 5 voters want government to 
negotiate more trade deals.

He pointed out that the U.S. market is 
very open, and the United States has trade 
agreements with 20 countries that make 
up 6% of the world’s population, but buy 
half of U.S. exports. After the agreements 
went into effect, trade with those coun-
tries boomed, Murphy said. For example, 

39% of California exports now go to free 
trade agreement markets.

California Impacts
A slide from Murphy’s presentation 

highlighted the impact of exports for the 
California economy:

• 4,869,200 California jobs supported 
by international trade.

• 75,722 companies export goods 
from California locations.

• 96% of California exporters are 
small and medium-sized businesses.

• 72,591 small and midsized exporters 
in California.

• $287.8 billion of goods and services 
were exported from California in 2014.

• 665,000 workers are employed by 
foreign firms invested in California.

Different Perspectives
The ability to control trade—U.S. 

sovereignty—has been a subject of inter-
est in past administrations, Murphy said, 
but appears to be a particular concern for 
the current one. The administration of 
President Donald J. Trump is very 
focused on manufacturing, particularly 
cars, Murphy observed, although services 
also are part of the trade picture.

While the output of American manu-
facturing has been increasing steadily 

INTERNATIONAL

John Murphy, senior vice president of interna-
tional policy for the U.S. Chamber of Commerce, 
tells CalChamber Council for International 
Trade breakfast attendees how tariffs creating 
risks for some U.S. companies.

 See Trade Talks: Page 6

CalChamber members:  
Are you using your discounts from 
FedEx®, UPS®, Lenovo® and others?
Participating members save an average of more than $500 a year. 
See what’s available at calchamber.com/discounts or call Customer Service at (800) 331-8877.

Partner discounts available to CalChamber Online, Preferred and Executive members.

http://www.calchamberalert.com/
https://www.calchamber.com/hrcalifornia/perks-discounts/Pages/perks-discounts.aspx
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CalChamber-Supported Korean Trade Agreement Moves Forward
Last week, the 
U.S. Trade 
Representative 
announced that 
the U.S.-Korea 
Free Trade 
Agreement has 

been modified to “improve implementa-
tion of the trade pact.”

Agreement Amendments
The amendments included an exten-

sion to the phase-out period for the 25% 
U.S. tariff on trucks. The tariffs had been 
scheduled to phase out by 2021, but the 
amendment will lengthen the phase-out 
period to 30 years (i.e., until 2041). 
Additionally, the number of manufac-
tured car exports to Korea under U.S. 
standards was doubled from 25,000 to 
50,000. It is unclear, however, as to 
whether these changes will exempt Korea 
from the potential auto tariffs threatened 
by the administration under Section 232. 

Other amendments include harmonized 
vehicle testing requirements, Korean 
recognition of U.S. standards on parts, and 
improvements to fuel economy standards. 
There also were modifications to Korea’s 
customs and verification processes, and its 

pharmaceutical pricing policy. 
According to the U.S. Trade Repre-

sentative (USTR), Korea will now initiate 
the next step in its own domestic proce-
dures, which is to open for public com-
ment the provisional Korean translations 
of the outcomes to amend the U.S.-Korea 
(KORUS) free trade agreement (FTA).

Once complete and certified by both 
governments, the documents may then be 
finalized for signature. Per the U.S. Cham-
ber of Commerce, the Korean government 
hopes to ratify the agreement this year, 
bringing it into effect on January 1, 2019.

Background
At the direction of President Donald J. 

Trump, USTR Ambassador Robert Light-
hizer initiated talks in July 2017 to con-
sider matters affecting the operation of 
KORUS FTA, including amendments and 
modifications to resolve several problems 
regarding market access in Korea for U.S. 
exports and, most important, to address 
the significant trade imbalance.

In 2017, the United States and Korea 
convened two special sessions of the 
KORUS FTA Joint Committee—on 
August 22, 2017 and October 4, 2017. In 
March 2018, the U.S. and Korea 

announced an agreement in principle on 
the general terms of amendments and 
modifications to the KORUS FTA. 

U.S.-Korea Trade Agreement
March 15, 2017 marked the five-year 

anniversary of the entry into force of the 
California Chamber of Commerce-sup-
ported U.S.-Korea Free Trade Agreement. 
These past five years have been a period of 
growth and resurgence for the U.S. econ-
omy. Overall, U.S.-Korea goods and 
services trade has risen from $126.5 billion 
in 2011 to nearly $144.6 billion in 2016.

The U.S.-Korea trade and investment 
relationship is substantially larger and 
stronger than before the KORUS FTA. Since 
entry into force of the agreement in 2012, 
the United States and Korea have carried out 
five rounds of tariff cuts and eliminations, 
creating significant new market access 
opportunities for U.S. exporters.

Trade Overview
Korea is a significant market for U.S. 

small and medium-sized companies, 
which make up a majority of U.S. busi-
nesses exporting to Korea.

Korea is a $1.41 trillion economy and 

since 1980, Murphy said, manufacturing 
employment peaked in 1979 and has 
declined.

American manufacturers are producing 
more goods than ever, Murphy said, but 
“doing it with fewer and fewer workers.”

He noted that large companies operate 
with global supply chains, with U.S. 
manufacturers providing high value-added 
elements and imported materials tending 
to be of lower value-added products.

NAFTA Update
The North American Free Trade 

Agreement (NAFTA), now nearly 25 
years old, is showing its age and it makes 
sense to modernize the pact, Murphy 
commented. Coming together, he said, 
are an “excellent chapter” on digital 
trade, better protections for intellectual 
property and access for dairy products.

Concerns for the business community, 
said Murphy, include administration 

proposals that add to business uncertain-
ties and costs:

• making dispute settlement rules 
advisory;

• a sunset clause to terminate the agree-
ment after five years or perhaps six years 
with a 10-year cooling off period; and

• a dramatic change in the rules of 
origin for auto manufacturers; the new 
proposed complex rule would require a 
huge increase in spending just on track-
ing where auto components are produced.

Tariffs
The steel and aluminum tariff 

increases imposed by the administration 
have led to a rise in U.S. prices, Murphy 
stated: U.S. steel prices are 50% higher 
than in Europe; and aluminum prices 
have increased 130% since the beginning 
of the year. The viability of some U.S. 
companies is at risk, he reported.

Moreover, U.S. exports have been hit 
with $40 billion in retaliatory tariffs, with 

foreign governments showing they are 
“very politically attuned,” targeting top 
manufactured goods in the districts of 
congressional leaders for increased tariffs.

Murphy commented there is broad 
agreement that Chinese trade practices 
regarding technology transfers and intel-
lectual property deserve a strong U.S. 
response, but that tariffs on Chinese 
imports are not the right answer.

An alternative to waging a multi-front 
trade war, he said, might be for the United 
States to gain more leverage by working 
with longtime allies—such as Europe, 
Canada, Mexico and Japan—that share 
concerns about China’s industrial policies.

More Information
For more information about the state-

by-state impact of retaliatory tariffs, visit 
the website set up by the U.S. Chamber at 
TheWrongApproach.com.
Staff Contact: Susanne T. Stirling

From Page 5

Trade Talks to Open Markets Work Better than Tariff Wars

 See CalChamber-Supported: Page 12

http://www.calchamberalert.com/
https://ustr.gov/about-us/policy-offices/press-office/press-releases/2018/september/ustr-publishes-agreed-outcomes-us
https://www.docdroid.net/jy1WJjT/korus-amendments.pdf
http://www.thewrongapproach.com/
http://advocacy.calchamber.com/bios/susanne-stirling/


Special Report: November Ballot Measures ®

CALIFORNIA CHAMBER OF COMMERCE	 SEPTEMBER 14, 2018  ●  PAGE 7

Overview of November Ballot Measures
Following are brief summaries of the 
measures that will appear on the Novem-
ber 6 General Election ballot. When the 
California Chamber of Commerce has 
taken a position, the reasons for that 
position are summarized.

The CalChamber encourages employ-
ers to share this information with their 
employees. Businesses are within their 

rights to do so—just remember: NO 
PAYCHECK STUFFERS, no coercion, 
no rewarding or punishing employees (or 
threatening to do so) for their political 
activities or beliefs.

For more guidelines on political 
communications to employees, see the 
brochure at www.calchamber.com/
guidelines. Note the distinction between 

internal communications (to employees, 
stockholders and their families) and 
communications to external audiences 
(such as nonstockholder retirees, outside 
vendors, customers and passersby).

For more information on the ballot 
measures, see the links listed below or 
visit the website of the Secretary of State 
at www.sos.ca.gov.

Proposition 1 Authorizes Bonds to Fund Specified 
Housing Assistance Programs. Legisla-
tive Statute.
Authorizes $4 billion in general obliga-
tion bonds for existing affordable housing 
programs for low-income residents, 
veterans, farmworkers, manufactured and 
mobile homes, infill and transit-oriented 
housing.

Placed on Ballot by: SB 3 (Beall; D-San 
Jose), Chapter 365, Statutes of 2017.

CalChamber Position: Support

Reasons for Position
Proposition 1 will provide much-needed 
housing, allowing California to leverage 
federal tax credits and bonds. There will 
be no cost to the state’s General Fund 
because the CalVet loan program is 
self-supporting; the bonds are repaid by 
CalVet loan holders through paying 
principal and interest on their loans.

More Information
www.vetsandaffordablehousingact.org

Proposition 2 Authorizes Bonds to Fund Existing 
Housing Program for Individuals with 
Mental Illness. Legislative Statute.
Amends the Mental Health Services Act 
to fund No Place Like Home Program, 
which finances housing for individuals 
with mental illness. Ratifies existing law 
establishing the No Place Like Home 
Program.

Placed on Ballot by: AB 1827 (Commit-
tee on Budget), Chapter 41, Statutes of 
2018.

CalChamber Position: Support

Reasons for Position
Proposition 2 will enable the state to use 
funding long earmarked for specialized 
types of mental health and housing 
services to build housing and keep mental 
health services in reach for people. Under 
the No Place Like Home Program, 20,000 
permanent supportive housing units will 
be built, allowing coordinated care of 
mental health and substance use services, 
medical care, case managers, education 
and job training to help people get the 
treatment and housing stability they need.

More Information
www.CAyesonprop2.org

SUPPORT

SUPPORT

http://www.calchamber.com/guidelines
http://www.calchamber.com/guidelines
http://www.sos.ca.gov.
http://www.vetsandaffordablehousingact.org 
http://www.CAyesonprop2.org
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Proposition 3 Authorizes Bonds to Fund Projects for 
Water Supply and Quality, Watershed, 
Fish, Wildlife, Water Conveyance, and 
Groundwater Sustainability and 
Storage. Initiative Statute.
Authorizes $8.877 billion in state general 
obligation bonds for various infrastructure 
projects and funds improvements to water 
safety and quality, watershed and fisheries, 
habitat protection programs, water convey-
ance, groundwater sustainability and storage, 
and surface water storage and dam repairs.

Placed on Ballot by: Petition signatures.

CalChamber Position: Support.
CalChamber President and CEO Allan 
Zaremberg is quoted in the ballot 
arguments supporting Proposition 3.

Reasons for Position
California’s environment and economy 
rely on a clean and reliable water supply. 
Proposition 3 will provide critical funding 
that will help create sustainable water 
management in the state. Bond proceeds 
will go toward: providing major funding 
for watershed improvements and better 
management practices that will improve 
water quality and supply; safe drinking 
and wastewater treatment for disadvan-
taged communities; stabilizing groundwa-
ter levels in overdrafted groundwater 
basins; funding for recycling wastewater; 
funding for leak detection, toilet replace-
ment and landscape conversion; and 
repairing the Oroville Dam spillway.

More Information
https://waterbond.org/

Proposition 4 Authorizes Bonds Funding Construc-
tion at Hospitals Providing Children’s 
Health Care. Initiative Statute.
Authorizes $1.5 billion in general 
obligation bonds, to be repaid from state’s 
General Fund, to fund grants for construc-
tion, expansion, renovation, and equip-
ping of qualifying children’s hospitals.

Placed on Ballot by: Petition signatures.

CalChamber Position: Support

Reasons for Position
California children’s hospitals provide 

critical care to children with significant 
medical needs and it is not possible to set 
aside money for infrastructure with the 
current payer mix. Previous bonds 
enabled the hospitals to build new patient 
towers that meet 2030 seismic standards 
and buy new equipment, including 
medical records systems and new medical 
technology. Proposition 4 will help the 13 
regional children’s hospitals meet 
growing demand for services and update 
technology.

More Information
www.YesOnProposition4.org

Proposition 5 Changes Requirements for Certain 
Property Owners to Transfer Their 
Property Tax Base to Replacement 
Property. Initiative Constitutional 
Amendment and Statute.
Allows people over 55 years old, severely 
disabled homeowners and owners of 
contaminated or disaster-destroyed 
property to sell their homes, move and 
transfer their property tax basis to the 
replacement residence.

Placed on Ballot by: Petition signatures.

CalChamber Position: Support

Reasons for Position
California is facing a massive housing 
shortage and needs at least 100,000 

additional new units a year to meet 
demand. Proposition 5 could help ease 
the shortage by freeing up modest-priced 
and move-up housing for young families. 
Seniors, who often are on a fixed income, 
fear they will not be able to afford a big 
property tax increase if they sell their 
existing home and buy another one, 
discouraging them from ever moving. As 
a result of this “moving penalty,” almost 
three-quarters of homeowners 55 and 
older haven’t moved since 2000. The 
Legislative Analyst’s Office estimates the 
initiative would increase home sales in 
the tens of thousands per year.

More Information
www.voteyesonprop5.com

SUPPORT

SUPPORT

SUPPORT

https://waterbond.org/ 
http://www.YesOnProposition4.org 
http://www.voteyesonprop5.com 
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Proposition 6 Eliminates Certain Road Repair and 
Transportation Funding. Requires 
Certain Fuel Taxes and Vehicle Fees Be 
Approved by the Electorate. Initiative 
Constitutional Amendment.
Repeals a 2017 transportation law’s taxes 
and fees designated for road repairs and 
public transportation.

Placed on Ballot by: Petition signatures.

CalChamber Position: Oppose

Reasons for Position
The Legislative Analyst estimates the 
measure would reduce spending on state 
and local transportation projects by 
nearly $5 billion annually. Repealing the 
gas tax would stop transportation 
improvement projects already underway 
in every community in California, 
eliminating funds already flowing to 

every city and county to fix potholes, 
make safety improvements, ease traffic 
congestion, upgrade bridges, and improve 
public transportation.

Passage of Proposition 6 also will 
make traffic congestion worse, cost 
drivers and taxpayers more money in the 
long run, and hurt job creation and the 
state’s economy. The average driver 
spends $739 per year on front end align-
ments, body damage, shocks, tires and 
other repairs because of bad roads and 
bridges. Fixing a road costs eight times 
more than maintaining it. Proposition 6 
would eliminate more than 680,000 
good-paying jobs and nearly $183 billion 
in economic growth that will be created 
fixing California roads over the next 
decade.

More Information
www.NoProp6.com

Proposition 7 Conforms California Daylight Saving 
Time to Federal Law. Allows Legisla-
ture to Change Daylight Saving Time 
Period. Legislative Statute.
Gives Legislature ability to change 
Daylight Saving Time period by two-
thirds vote, if changes are consistent with 
federal law.

Placed on Ballot by: AB 807 (Chu; 
D-San Jose), Chapter 60, Statutes of 
2018.

CalChamber Position: No Position

Ballot Arguments For
Proposition 7 will end the biannual time 
changes that medical researchers and 
economists agree are hazardous to the 
health and productivity of school chil-
dren, the workforce and seniors.

Ballot Arguments Against
Proposition 7 allows for permanent 
Daylight Saving Time, subject to federal 
approval. It would be light in the evening 
in the summer, as it is now, but winter 
mornings would be dark for an extra hour 
so children would be going to school in 
the dark.

Proposition 8 Regulates Amounts Outpatient Kidney 
Dialysis Clinics Charge for Dialysis 
Treatment. Initiative Statute.
Limits amounts outpatient kidney dialysis 
clinics may charge for patient care and 
imposes penalties for excessive charges.

Placed on Ballot by: Petition signatures.

CalChamber Position: Oppose

Reasons for Position
The CalChamber opposes arbitrary 
government price controls that do not 
account for the actual cost of care. 

Proposition 8 sets a dangerous precedent 
to apply arbitrary government price 
controls to other health care providers 
and businesses. Moreover, the measure 
could increase costs by shifting treatment 
from a dialysis clinic to more expensive 
venues, such as emergency rooms or 
hospitals. It also could jeopardize the 
financial viability of clinics, which could 
lead to closures, thereby reducing patient 
access to critical care.

More Information
www.NoProp8.com

OPPOSE

OPPOSE

http://www.NoProp6.com 
http://www.NoProp8.com 
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Proposition 9 Three States Initiative.

CalChamber Position: Oppose 

Removed from ballot on 7/18/18 by 
order of California Supreme Court.

Proposition 10 Expands Local Governments’ Author-
ity to Enact Rent Control on Residen-
tial Property. Initiative Statute.
Repeals state law that currently restricts 
the scope of rent control policies that 
cities and other local jurisdictions may 
impose on residential property.

Placed on Ballot by: Petition signatures.

CalChamber Position: Oppose

Reasons for Position
Removing the limitations on locally 
enacted rent control laws could discour-
age new construction, decrease the supply 
of rental housing and reduce the quality 
of housing available in communities 
statewide.

In a 2016 report, the Legislative 
Analyst’s Office (LAO) concluded that 
“Rent control will do nothing to increase 
our supply of affordable housing and, in 
fact, likely would discourage new con-
struction.”

Cities with stringent forms of rent 
control, such as San Francisco and Santa 
Monica, have lost large numbers of rental 
units as a result of rent control. Owners 
of rental housing subject to rent control 
are more likely to convert their properties 
to condos or other forms of ownership 
housing. This results in fewer homes 
being available for rent and more being 
available for purchase.

Rental property owners would not be 
able to afford to adequately maintain their 
buildings. According to the LAO, “By 
depressing rents, rent control policies 
reduce the income received by owners of 
rental housing. In response, property 
owners may attempt to cut back their 
operating costs by forgoing maintenance 
and repairs. Over time, this can result in a 
decline in the overall quality of a com-
munity’s housing stock.”

More Information
www.noprop10.org

Proposition 11 Requires Private-Sector Emergency 
Ambulance Employees to Remain 
On-Call During Work Breaks. Elimi-
nates Certain Employer Liability. 
Initiative Statute.
Makes labor laws entitling hourly 
employees to take meal and rest breaks 
without being on-call not apply to 
private-sector ambulance employees. 
Exempts employers from potential 
liability for violations of existing law 
regarding work breaks. Requires all meal 
periods be paid, regardless of if they are 
or are not interrupted.

Placed on Ballot by: Petition signatures.

CalChamber Position: No Position.

Ballot Arguments For
California faces disasters too often. 
Proposition 11 ensures emergency 
medical technicians are paid to be 
reachable during breaks to save lives, 
gives them better disaster training that 
meets Federal Emergency Management 
Agency standards and mandatory mental 
health coverage. In an emergency, 
seconds make the difference between life 
and death. Yes on Proposition 11 is 
common sense.

More Information
www.Yeson11.org

Ballot Arguments Against
No argument against Proposition 11 was 
submitted.

OPPOSE

http://www.noprop10.org 
http://www.Yeson11.org 
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Proposition 12 Establishes New Standards for Con-
finement of Specified Farm Animals. 
Bans Sale of Noncomplying Products. 
Initiative Statute.
Establishes minimum space requirements 
for confining certain farm animals. Bans 
the sale of meat and eggs from calves 
raised for veal, breeding pigs, and 
egg-laying hens confined in spaces below 
a specific number of square feet.

Placed on Ballot by: Petition signatures.

CalChamber Position: No Position

Ballot Arguments For
Confining a baby veal calf, other pig or 
egg-laying hen inside a tiny cage is cruel. 
Products from these suffering animals 
threaten food safety. Proposition 12 
endorsers include nearly 500 California 
veterinarians, American Society for the 

Prevention of Cruelty to Animals, 
Humane Society for the United States, 
California family farmers and animal 
shelters, Center for Food Safety.

More Information
www.preventcrueltyca.com

Ballot Arguments Against
Proposition 12 is a reckless exploitation of 
California’s initiative process that not only 
harms farm animals, but also puts in grave 
danger a wide array of existing consumer, 
animal, and environmental protection 
laws. The measure is an outrageous 
sell-out to the egg industry and betrays 
animals and voters. Californians already 
voted to ban cages by 2015. This measure 
legalizes cages until at least 2022.

More Information
www.NoOnProposition12.org

CalChamber Positions on November 2018 Ballot Measures
Proposition	 Subject	 Position

Proposition 1	 Veterans Housing Bond. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                                    Support

Proposition 2	 Housing and Services for Individuals with Mental Illness . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                         Support

Proposition 3	 Bond Funding for Water Supply/Quality, Watershed, Fish, Wildlife, Water Conveyance, and  
Groundwater Sustainability and Storage Projects. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                Support

Proposition 4	 Children’s Hospitals Construction Bonds. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                                      Support

Proposition 5	 Property Tax Base Transfer for Replacement Property. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                            Support

Proposition 6	 Eliminates Road Repair and Transportation Funding. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                              Oppose

Proposition 7	 Conforms California Daylight Saving Time to Federal Law. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                     No Position

Proposition 8	 Regulates Amounts Outpatient Kidney Dialysis Clinics Charge for Dialysis Treatment.. . . . . . . . . . . . . . . . . . .                   Oppose

Proposition 9	 Three States Initiative – Removed from ballot on 7/18/18 by order of California Supreme Court. . . . . . . . . . . .Oppose

Proposition 10	 Expands Local Governments’ Authority to Enact Rent Control on Residential Property. . . . . . . . . . . . . . . . . . .                   Oppose

Proposition 11	 Requires Private-Sector Emergency Ambulance Employees to Remain On-Call During Work Breaks. . . . .    No Position

Proposition 12	 New Standards for Confinement of Specified Farm Animals. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                                    No Position

http://www.preventcrueltyca.com 
http://www.NoOnProposition12.org 
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its commercial relationship with the 
United States is largely complementary. 
In 2017, two-way trade between the two 
countries exceeded $119.44 billion. In 
2017, U.S. goods exports to Korea were 
$48.27 billion.

Korea is California’s sixth largest 
export destination. California is one of 
the top exporting states to Korea, making 
up nearly 20% of U.S. exports. In 2017, 
California exported more than $9.6 bil-
lion to Korea. Top products from Califor-
nia to Korea included nonelectrical 
machinery, computers and electronics, 
food manufactures, and agricultural 
products.

Korea currently enjoys broad access 
to the U.S. market and the United States 
is one of Korea’s larger exporting mar-
kets, importing 12% of Korea’s world-
wide exported goods, according to the 
CIA World Factbook.

According to the most recent figures in 
2017, U.S. foreign direct investment in 
Korea totaled roughly $41.6 billion and 
was concentrated largely in the manufac-
turing, banking, and wholesale trade 
sectors. Korean foreign direct investment 
(FDI) to the United States reached $51.7 
billion in 2017, supporting 51,900 jobs. In 
2016, Korea invested $1 billion into 
research and development, and invested 
another $14.2 billion to expanding U.S. 
exports. The top industry sectors for 
Korean FDI in 2016 were: auto compo-
nents, industrial machinery, software and 

information technology services, auto 
OEM, consumer electronics, and metals, 
according to SelectUSA.

More than 1 million Korean Americans 
live in the United States, with more than 
30% living in California. Los Angeles 
County alone is home to over 154,000 
residents of Korean origin, according to the 
Migration Policy Institute. There also is a 
large population of Korean students study-
ing at higher education institutions across 
the U.S. Korean visitors enter the United 
States via the U.S. Visa Waiver Program.

CalChamber Position
The CalChamber reaffirmed support for 

KORUS FTA in a letter sent on September 
5, 2017 to members of the Trump adminis-
tration, including the Secretary of Com-
merce and the U.S. Trade Representative.

The U.S. business and agriculture 
community had received reports that the 
Trump administration was concerned 
about the agreement, due to the imbal-
ance of trade figures; however, these are 
based on macroeconomic issues and not 
the FTA.

Defending KORUS is a priority issue 
for the U.S. Chamber, CalChamber, and 
businesses across the country. The U.S. 
business community views the KORUS 
FTA as a strong agreement, and urged the 
administration to focus on more effective 
enforcement to solve issues as Korea’s 
economy improves.

The KORUS provisions are beneficial 
for U.S. industries, agricultural enter-

prises, farmers, ranchers, energy compa-
nies and automakers. The CalChamber 
stated that any renegotiation of KORUS 
must recognize the gains achieved, and 
ensure that U.S. trade with South Korea 
remains strong and without interruption.

The CalChamber then urged a quick 
and efficient process, and one that does 
not hinder ongoing trade and investment 
between the U.S. and South Korea, who 
must be kept united in the same end-goal 
of a successful renegotiation.

The CalChamber, in keeping with 
long-standing policy, enthusiastically 
supports free trade worldwide, expansion 
of international trade and investment, fair 
and equitable market access for Califor-
nia products abroad and elimination of 
disincentives that impede the interna-
tional competitiveness of California 
business. New multilateral, sectoral and 
regional trade agreements ensure that the 
United States may continue to gain access 
to world markets, resulting in an 
improved economy and additional 
employment of Americans.

The KORUS FTA sends a strong 
signal that the United States intends to 
remain heavily engaged in the region for 
a long time to come in business, econom-
ics, security and international politics.

The FTA strengthens the 70-year-old 
alliance between the United States and 
South Korea, while reinforcing the eco-
nomic and political reforms South Korea 
continues to make.
Staff Contact: Susanne T. Stirling

CalChamber-Supported Korean Trade Agreement Moves Forward
From Page 6

Roundtable. Institute of the Americas. 
September 20, San Jose, Costa Rica. 
(858) 453-5560.

The U.S.-Vietnam Trade and Investment 
Forum 2018. Ministry of Industry and 
Trade of Vietnam and Consulate 
General of Vietnam in Los Angeles. 
September 25, Los Angeles. 

What Diplomats Do and Why It Matters. 
Commonwealth Club. September 25, 
San Francisco. (415) 597-6705.

India Energy Storage and Smart Grid 
Program. U.S. Trade and Development 

Agency. September 26–October 6, San 
Francisco and Washington, D.C. (301) 
776-6509.

Annual Export Symposium. National 
Association of District Export 
Councils. October 2, Washington, 
D.C. (407) 255-9824.

2018 U.S.-Taiwan Business Day. Bureau of 
Foreign Trade, Ministry of Economic 
Affairs and Taiwan External Trade 
Development Council. October 4, Taipei, 
Taiwan. (408) 988-5018, ext. 202.

Pacific Rim/E-Commerce Export 
Opportunities Event. California Asian 

Pacific Chamber, San Francisco State 
University and U.S. Commercial 
Service. October 12, San Francisco. 
(916) 446-7883.

International Consulate Reception. East 
Bay Economic Development Alliance. 
October 25, Oakland. (510) 272-6746.

China International Import Expo. China 
International Import Export Bureau. 
November 5–10, Shanghai, China. 

GetGlobal 2018. GetGlobal. November 
7–8, Los Angeles.

CalChamber-Sponsored Seminars/Trade Shows
From Page 2

http://www.calchamberalert.com/
http://advocacy.calchamber.com/bios/susanne-stirling/
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U.S. Economic Expansion Continues, 
But Growth Surge May Be Temporary
The United States is currently in the 
midst of the second longest expansion in 
the nation’s history at 111 months and 
counting. In July of next year, we will 
officially be in the midst of the longest 
expansion on record.

Will we make it? Odds are almost 
certain we will. Far from losing steam, 
the U.S. economy has been on a solid 
upswing lately.

But as always, a deeper 
look at the data suggests 
that there are issues to keep 
an eye on. All in all, we 
remain pessimistically 
optimistic. Or perhaps 
optimistically pessimistic.

A Deeper Look
Consider some recent 

statistics.
• U.S. gross domestic 

product (GDP) growth in 
the second quarter came in 
above 4%, the best reading 
since 2014 and driven by 
strong growth in business 
and consumer spending.

• Industrial production is 
up 4% from one year ago—
another recent best.

• Employment growth over the last 3 
months has totaled more than 200,000 
jobs added per month, even with unem-
ployment below 4%. More importantly, 
the job openings rate is at 4.2%, suggest-
ing that employers would hire even more 
workers, if they could find them.

The recent GDP release came with (as 
is usual every couple of years) a revision 
of the last few years of data on the basis 
of better data and improved techniques. 
While the revision didn’t change much in 
terms of the estimation of economic 
output, it did change the estimated flow 
of income.

In particular, the Bureau of Economic 
Analysis increased its estimate of propri-
etor incomes (earnings for the self-
employed) substantially. This had the 
impact of completely erasing the decline 
in consumer savings rates we have been 
fretting about in recent reports.

Combine this with the low rate of 
consumer debt increases, and it is clear 
the overall financial health of U.S. house-
holds is as good as it has ever been. 

Temporary Surge
As positive as all this news is, don’t 

be fooled into believing the U.S. econ-
omy has truly achieved a new pace of 

growth. Scratch away at the surface and 
there are any number of reasons to con-
clude that the current growth surge is, at 
best, temporary. At worst, the seeds of the 
next recession are possibly being sown in 
these current numbers.

• First, we need to take a bit of a gut 
check on the recent numbers. The 4.1% 
growth rate in the second quarter was 
certainly impressive. But most of that 
growth came from a surge in consumer 
spending—an anticipated surge given the 
weak first quarter for consumer spending 
growth.

In other words, it was a reversion to 
the trend, not a permanent jump. Busi-
ness spending was solid, but similar to 
the last few years. Housing remains 
weak, as does state and local spending. 
The consensus outlook suggests growth 
will come in at a far more reasonable 3% 
for the balance of the year, with an aver-
age growth rate of 3% for the entire year.

This 3% pace of growth is not bad 
relative to the 2% to 2.5% pace seen since 
the end of the Great Recession. But even 
here, it is important to recognize that this 
modest bump is being driven by a surge 
in government borrowing rather than any 
true shift in fundamentals.

The tax plan passed at the end of last 
year was not the major overhaul of a 

broken tax system that the 
United States desperately 
needs. Rather, it was noth-
ing more than a fiscal stim-
ulus plan, something that 
would typically be used in 
times of economic trou-
ble—not in the midst of a 
record tight labor market.

The problem with any 
fiscal debt-driven stimulus 
is that you are borrowing 
from the future to accelerate 
the “now.” And like most 
stimulants, the buzz you get 
feels good in the short run, 
but diminishes over time 
unless you continue to 
increase the dosage. Then 
there is always the inevi-
table crash, when you 

finally have to get off of the stimulant 
completely. When that crash will occur 
for the economy is unclear, but the cur-
rent path is guaranteeing that when that 
day comes, it will be ugly.

• Second are the international trade 
battles currently in play. While the prob-
lems with the European Union seem to be 
on hold for the moment, the U.S. disputes 
with China are growing worse with both 
sides continuing to ratchet up the tariffs 
being levered on the other. Much has 
been made of the effects on U.S. export-
ers to China, particularly those that 
export agricultural products. But the U.S. 
imports almost four times as much from 
China as it exports to them. And what we 
do import are critical components of U.S. 
supply chains. As solid as industrial 
production looks from a growth perspec-
tive, recent data suggests overall produc-
tion is starting to plateau.
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This is not to say that some of this 
isn’t good pain—the Chinese have been 
flouting international norms on trade, 
intellectual property rights, and foreign 
investment for years, and that needs to 
end. The U.S. does need to push back, but 
to do so, negotiations must start with a 
clear and logical set of goals. War for 
war’s sake is never a good plan.

Unfortunately, the current administra-
tion appears to have no clear path for-
ward, and with other troubles brewing, 
including possible legal problems, it 
seems unlikely that it will 
be able to develop a coher-
ent and effective plan any 
time soon. And let’s not 
forget that the North Ameri-
can Free Trade Agreement 
(NAFTA)—by far the most 
important trade group for 
the U.S.—also is under 
threat.

• Lastly, there is the 
Federal Reserve. Inflation 
has heated up as of late with 
the Consumer Price Index 
(CPI) getting close to 3%, 
the fastest since 2011. 
Beacon Economics, how-
ever, still doesn’t believe 
there is a real chance of 
higher permanent inflation. 
M2 growth remains below 
4%, and bank lending is tepid.

But with employment costs and 
import prices on the uptick, the Fed will 
surely continue to tighten regardless of 
the impact on the yield curve. This too 
will place stress on the economy.

Add it up and the rest of this year 
looks solid, but expect slower growth 
next year. Additionally, the long-term 
stressors of heavy federal borrowing, 
rising interest rates, and ongoing political 
chaos, make it clear that while there is no 
reason to expect a recession anytime 
soon, we should remain more vigilant 
than ever in watching for the unantici-
pated shock.

The nation’s capacity to absorb a blow 
to its economy is substantially diminished 
and it won’t take much to end the current 
expansion.

State Forecast: OK for Now
With two quarters down and sights 

turning toward the last part of the year, it 
is apparent that the California economic 
engine continues to hum along, much like 
the nation as a whole. Job gains have 
been steady and the state’s leading indus-
tries have expanded despite ongoing 
concerns on the international trade front.

Still, good news notwithstanding, 
anxieties linger about California’s 
extremely tight housing market and the 
resulting affordability challenges it pres-

ents, and the long-term consequences of 
slow growth in the state’s labor force.

2018 Shaping Up to Be Good Year
California continues to land in record 

territory, with its unemployment rate at 
4.2% for the fourth month in a row as of 
July 2018. At the same time, job growth 
so far this year has outpaced 2017 by a 
slim margin, with wage and salary jobs in 
July increasing by 2.0% or 332,700 jobs 
compared to one year earlier.

Of the 332,700 jobs added in July, 
Health Care and Leisure and Hospitality 
each contributed 58,000 positions, or 
more than one-third of the total, with 
Construction, Professional Scientific and 
Technical Services, and Transportation 
and Warehousing also reporting sizable 
gains among the private sector industries. 
This set of industries has consistently 

made the largest contributions to job gains 
in the state over the last several years.

The Government sector added to its 
ranks as well, increasing by 33,300 work-
ers with roughly two-thirds of the increase 
occurring in Local Government and 
one-third in State Government (the Fed-
eral Government trimmed 2,500 jobs).

All but one of the state’s major indus-
tries experienced job gains in July, with 
only Mining and Logging seeing a loss of 
300 jobs.

Steady Job Gains
Similarly, headline 

numbers for California’s 
gross state product (GSP) 
and taxable receipts reveal 
continued growth in the 
statewide economy in the 
first part of the year.

Real GSP advanced by 
3.5% year-to-year in the 
first quarter, the fastest rate 
of growth since late 2015, 
while current dollar taxable 
receipts grew by 4.3%.

A look at more detailed 
data shows healthy spend-
ing on the part of both 
households and businesses: 
Taxable receipts on con-
sumer goods rose 4.8% 
year-to-year while receipts 
on business and industry 

spending increased by 3.6% over the 
same period.

Both the coastal and inland regions of 
the state have enjoyed economic and job 
gains for several years running. Through 
the first seven months of this year, every 
metro area in California experienced job 
growth. Across the large metro areas, job 
gains in the San Francisco Bay Area 
reflect the staying power of the tech 
sector, with the largest absolute and per-
centage increases occurring in San Jose. 

In Southern California, the Inland 
Empire has consistently registered the 
largest percentage gains in jobs for the 
last couple of years, although Los Ange-
les County generally reports the largest 
absolute gains because of its size. Much 
of the growth in the entire region has 
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come from Health Care, Professional 
Scientific and Technical Services, Con-
struction, and Logistics. Metro areas in 
the Central Valley have also seen employ-
ment growth overall, supported by job 
gains across a variety of sectors.

Housing: Mixed Performance
California’s housing market has been 

a mixed bag so far this year. According to 
the California Association of Realtors, 
the monthly median home price in Cali-
fornia finally surpassed its pre-recession 
peak earlier this year, a 
long-awaited milestone that 
signifies how far the market 
has come.

The median price in the 
state was $591,460 in July, 
up 7.6% year-to-year, 
continuing a string of yearly 
price gains going back 
several years. Still, home 
sales have been average, at 
best, and disappointing 
when considered against the 
backdrop of the state’s long 
economic expansion.

Home sales fell 0.9% 
year-to-year in July, and 
over the first seven months 
of the year were 1.4% lower 
in year-to-date terms. Slug-
gish sales are symptomatic 
of the state’s housing market, and due in 
part to tight lending standards on mort-
gages and lean supply (unsold inventory 
is still low at 3.3 months).

It is noteworthy, however, that the 
number of listings over the period span-
ning February through July was higher 
than in 2017, with listings in July 2018 
alone up 15.2% from one year earlier. 
More listings should temper price 
increases going forward and slow the 
recent declines in affordability, which fell 
to a 10-year low in the second quarter of 
this year.

New home construction moved up a 
notch in the first half of this year com-

pared with last year, a development that 
should also temper, but not halt, price 
increases. Overall, housing permits rose 
9.4% in the first half of 2018 compared to 
one year earlier, with increases of 7.3% 
in single-family permits and 11.4% in 
multi-family permits.

The state is on track to add about 
130,000 new units this year, still far below 
its needs, which are closer to 200,000 
units annually. As long as home construc-
tion lags behind what the state needs, high 
housing costs will be a painful thorn in 
the side of the California economy.

Long-Run Concerns Linger
High housing costs impede Califor-

nia’s economic growth over the long term 
to the extent that these costs serve as a 
deterrent to labor force growth.

The state’s labor force growth rate has 
experienced significant slowing since the 
fall of 2017, with the year-to-year growth 
rate at just 0.2% in July 2018. Monthly 
labor force data are notoriously volatile, 
so a more consistent picture results from 
looking at 12-month moving averages of 
growth.

If anything, the longer-term story that 
emerges is more concerning. Over the 
last few years, the growth rate of Califor-

nia’s labor force followed roughly the 
same direction as the growth rate of the 
U.S. labor force—until the second half of 
2017, when California’s growth rate 
began a steady decline even as the U.S. 
growth rate has accelerated in recent 
months.

In looking at the future growth trajec-
tory of the California economy, the ele-
phant in the room is the high cost of 
housing and its impact on labor force 
growth.

State-to-state migration data show an 
ongoing outmigration from California 

going back many years, 
which fortunately has been 
more than offset in most 
years by positive interna-
tional migration into the 
state.

This is no accident: the 
California median home 
price has consistently been 
more than double the 
national median home 
price for several years. The 
rental market is no differ-
ent, with a number of 
California metro areas 
ranking among the least 
affordable rental markets 
in the nation.

As growth in the state’s 
labor force slows further, it 
will tighten like a noose on 

the economy and limit future growth and 
business development.
Staff Contact: Dave Kilby

The California Chamber 
of Commerce Economic 
Advisory Council, made 
up of leading economists 
from the private and 
public sectors, presents a 
report each quarter to the 
CalChamber Board of 
Directors. This report was  

prepared by council chair Christopher 
Thornberg, Ph.D., founding partner of Beacon 
Economics, LLC.
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Stop sexual harassment in the 
workplace before it starts.
Demonstrate your pledge against disrespectful and unprofessional behavior in your California workplace by 
providing all employees with harassment prevention training—including mandatory training for new 
supervisors and supervisors due for retraining.

CalChamber’s California-specific training reinforces your company’s zero-tolerance 
policy by educating employees on what harassment is, what it looks like, its 
consequences and what to do if they witness or experience harassment.

Take 20% off every online California harassment 
prevention seat you purchase now through 9/21/18.
Use priority code CHPA. Preferred and Executive members 
receive this offer in addition to their 20% member discount.

PURCHASE  onl ine at calchamber.com/hptalert or call (800) 331-8877.

https://store.calchamber.com/10032185-hptc2/training/-sexual-harassment-training/harassment-prevention-training-supervisor?&couponcode=CHPA&utm_source=Alert&utm_content=Alert_Email
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