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November 15, 2005

The Honorable Arnold Schwarzenegger

Governor, State of California

The Honorable Don Perata

California Senate President pro Tem

The Honorable Fabian Nuñez

Speaker of the California Assembly

The Honorable Dick Ackerman

California Senate Minority Leader

The Honorable Kevin McCarthy

California Assembly

Minority Floor Leader

State Capitol Building

Sacramento, California 95814

Dear California Leadership:

On Thursday, November 10th, Nissan Corporation announced its move to Tennessee.  Thirteen hundred good paying California jobs (an annual payroll of $80 million), its North American headquarters, and another significant piece of our automotive industry are gone.  We made a valiant team effort to reverse Nissan’s plan, but the business climate and cost issues driven by the unique litany of mandated employee costs found in California closed the door.  (We have learned from search firms that the employment benefit costs were 40% lower in Tennessee.)

Nissan is not alone.  Attached is a list of some 70 other businesses and more than 13,000 jobs that have left or are leaving Southern California for many of the same reasons.  Not included are all of the quiet corporate decisions to expand companies and jobs somewhere else – case in point Countrywide Financial Corporation who have decided to expand (by 7,500 jobs) in Texas.

Why haven’t we learned our Economic Development 101 lesson yet?  We still remember the last wave of departures in the early 1990s, and efforts like State Senator John Vasconcellos and his “ADEPT” effort to understand and address the business environment issues.  The words “business environment” translate quickly into jobs and tax revenue lost to California.  A $40,000 job creates more than $5,000 annually in state and local tax revenue.  Nissan’s loss alone will cost the state over $8-$10 million annually in payroll and sales tax revenue.  Not included are lost corporate and business to business sales tax revenues.  Even public sector employees should realize their employment and retirement benefits are at risk if private sector job creation goes elsewhere.

We need to create a blue ribbon task force of Republicans and Democrats to consider changes needed in California’s tax and employment laws to change the “business environment” and stem the losses.

This Committee should also be asked to develop recommendations for new ways to improve the state’s revenues that do not add to (and hopefully enable California to reduce) business costs so that we can grow business and jobs and address our growing need for infrastructure and services.  We are enclosing a “winning strategy” developed by the LAEDC’s Center of Economic Development, which could be helpful to the Committee.
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Sincerely,

Lee Harrington

President & CEO

LKH:mm

Attachment

cc:
Assemblyman Jerome Horton, California 


Mayor Antonio Villariagosa, City of Los Angeles

Mayor Jim Dear, City of Carson

Supervisor Gloria Molina, First District, Los Angeles County 

Supervisor Michael D. Antonovich, Fifth District, Los Angeles County

Supervisor Yvonne Burke, Second District, Los Angeles County

Supervisor Don Knabe, Fourth District, Los Angeles County



Supervisor Zev Yaroslavsky, Third District, Los Angeles County
�


Jack Kyser


Chief Economist & Sr. Vice President
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