














































































































HEALTH CARE
REFORM PROJECT

THE YOICE OF
AMERICANS FOR
CHANGE, NOW.

Eor Immediate Release Contact: Mark Jotmson
June 8, 1994 202-289-5900

1,300 GROUPS SIGN OPEN LETTER TO CONGRESS
URGING EMPLOYER-BASED HFALTH FINANCING

WASHINGTON — The Health Care Reform Project today released a
letter signed by more than 1,300 organizations representing nearly 100 million
Americans who want Congress to pass a health care reform bill that includes
“shared responsibility” between employers and employees as the basis of
financing universal coverage.

The groups signing the letter, which is being delivered today to every
Member of the U.S. Sepate and House of Represematives, include businesses,
labor unions, health care providers, educators, seniors organizations and
childrens’ advocates (see attached list). Their combined membership of nearly
100 million Americaas is 150 times larger than the total membership of the
National Federation of Independent Business, a vocal oppasent of health reform

that represents a minority of small businesses.

“ An employer mandate builds on our current employer-based insurance
system and would be the least disruptive way to achieve universal coverage,”
the letter says. “It would be fair in that all employers and employees would be
responsible for contributing towards coverage. It would level the playing field
among different employers, most of whom provide such coverage today. And it
would eliminate large, unpredictable and inequitable cost shifts that employers
bear today for ths uninsured workers of other employers.”

The letter also urges Congress to include small business discounts or
subsidies in order to help small employers meet their obligations.
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Boston
Boston
Boston
Boston
Boston
Boston
Boston
Brookline
Brookline
Cambridge
Cambridge
Cambridge
Chilmark
Lynn
Manchester
Sommerville
Stockbridge

Michigan
Clinton
Detroit
Detroit
Detroit
Detroit
Detroit
Detroit
Detroit
Manistee
Three Rivers
Wayne

Minnesota
Minneapolis
St. Paul

Mississippi
Glendora

Missouri

Kansas City
Kansas City
Kansas City
Kansas City
Kansas City
Kansas City
Kansas City

Beacon Energy Company - Fred Siegel

Conservation Services Group - Steve Cowell
Environmental Futures, Inc. - Steven Rothstein

Freel Placement, Inc. - Earl Tate

Isaacson, Miller - Arnie Miller

Martilla & Kiley, Inc. - Tom Kiley

Union International Systems - Mike Roberts
Computer Publishing Group - S. Henry Sacks

Hall Manufacturing Company, Inc. - Betty Hall
Harrison & Goldberg - Irwin Harrison

Merlin Metalworks Inc. - Gwyndaf Jones

Mirror Image - Richard Roth

South Mountain Co. - John Abrams

LaBreque Window and Floor Covering - Frank Barrett
Harbor Software - Ronald Hams

Massachusetts Envelope Company - Steve Grossman
City and Country Convalescent Home - Joyce Novak

Total Wiring Systems - Andy Long

Bagley Acquisition - Anthony Pieroni

Cambridge North Nursing Center - Barbara Iseppi
Canterbury Health Care, Inc. - David Dieter
Elmwood Geriatric Center - Gloria Shand

Great Lakes Plastics - Betsy Kelly

New Detroit Nursing Center - Thelma Scott
Pembrook Nursing Center - Martha Little
Manistee County Medical Care Facility - David Vaughn
Three Rivers Area Hospital - Brenda Smalley
Wayne Living Centers - Lesley Skog

Four Wind - Cynthia Rubinor
Sufficient Systems, Inc. - Sydney Satovich

Due West - Mark Sturdivant

DiCarlo Construction Company - Mark DiCarlo
Hardcastle Communication - Kirk Hardcastle
Metropolitan Energy Center - Peter Dreyfus
New Times Publisher - Steve Glorioso

North Oak Pharmacy - Sharlea Leatherwood
Soreal Design - Larry Sells

The Mayer Corp. - Rob Mayer



St. Louis
St. Louis

Nebraska
Blair
Omaha
Omaha
Omaha
Omaha

Omaha
Omaha
Omaha
Omaha
Omaha
Omaha
Omaha

Nevada
Las Vegas

New Jersey
Bayonne

Cranford
Newark
Newark
Patterson
Princeton
South Orange

New Mexico
El Prado

New York
Albany
Brroklyn
Flushing
New York
New York
New York
New York
New York
New York
New York
New York
New York

Gateway Pump and Mixer, Inc. - David Fillo
Peace Institute Printing - Gregory Stephens

Barr Health Mart - Curt Barr

Ames Florist & Landscaping - Otha Council

Jackie Barfield Attorney at Law - Jackie Barfied
Thomas S. Hall, Attorney at Law - Thomas Hall
Susan Koening-Krammer, Attorney at Law - Susan Koening-
Krammer

Missouri River Title Company - John Fahey

New York Bagel Shop - John Napp

Northwest Erection Services - Dan Hill

Prochaska & Associates - Donald Prochaska

William Sweitzer, Attorney at Law - William Sweitzer
Trans-Global Transportation - Marilyn Knox

Zenon Pharmacy - Terry Zenon

Quinn-Cohen & Associates - Thomas Quinn

Quantum Construction Corp. - Bruce Piggot

Garden State Industrial Electronics - June S. Fischer
Classic Travel Consultants - Marjorie Olsen

Hellring, Linderman, Goldstein & Siegal - Robert Raymar
IP Container Corporation - William Leeds

Sistemas Corp. - Deborah Aguiar-Velez

Older Adult Resources and Services - Leah Weiss

Cid’s Food Market - Betty Dosnier

Communications Services - Libby Post

Cocoline Chocolate Company - Robert Friedman
Queens Lumber, Inc. - Jimmy Meng

AW Hochberg, Inc. - Allen Hochberg

Abraham Losclow, PC - Abraham Losclow
American Aviation International Co. - Elaine Stone
Anschuetz, Christidia, & Lauster - Chuck Lauster
Architecture & Furniture - John Petrarca

Bahar Associates - Judy Ennes

Gary Gordon Architectural Lighting - Gary Gordon
Giesecke/Rhodes Architects - Craig Rhodes

Heisel Associates Architects - Ralph Heisel



New York
New York
New York
New York
New York
New York
New York
New York
New York
New York
New York
New York
New York
New York
New York
Rochester

Rochester

North Carolina
Charlotte

Ohio
Cincinnati
Columbus
Cuyahoga Falls
Franklin

Toledo

Oregon
Portland

Pennsylvania
Philadelphia

Philadelphia
Pittsburgh
Pittsburgh
Scottdale
Scranton
Sommerset
West Chester

Rhode Island
Cranston

South Dakota
Yankton

John Wang Associates - John Wang

Kistler Investment Company - William Kistler
Kreisler Borg Florman Construction - John Cricco
L&L Construction Inc. - David Lee

Leers, Weinzapfel Associations - Andrea Leers
Micro Decision Systems, Inc. - Ronald Ebner
Promotion Marketing of America, Inc. - Brian Brown
Softset Design, Inc. - Ashley Louis

TJR Construction Co., Inc.

The Edelman Partnership - Judith Edelman

The Mediterranean Shop - Carla Giannini

Tom Huth, Architect - Tom Huth

Whitney Cox Photography - Whitney Cox

Wilcox & Associates - Bob Wilcox

Yorke Construction Company - Robert Goldberg
CBW Consultants - Connie Wilder

Parris-Kirwan Associates, Inc. - Lawrence J. Kirwan

Erwin Capital, Inc - Mark Erwin

Precision Motorcars - Dan Fitzsimmons
Katzingers - Dianne Warren

America’s First Choice - Richard Hughes
Hi-Mark Corporation - Stephen Hightower
Gross Electric - Richard Gross

Rejuvenation, Inc. - Jim Kelly

Rosenthal & Associates - Harold Rosenthal

White Dog Cafe - Judith Wicks

JTO Properties - J. Taylor DeWeese

Oxford Development Company - David M. Matter
Marwas Steel Company - Marvin Waspe
McCarthy Flowers - Brian McCarthy

D Heam Food & Grain - Delmont Hearn

Bewley Irish Imports - Jo Bewley

Financial Innovations - Mark Weiner

Pied Piper Flower Shop - Kathleen Piper



Tennessee
Murfeesboro
Nashville
Nashville
Nashville
Nashville
Nashville

Texas
Houston
Houston

Utah
Centreville

Virginia
Abington
Abington
Alexandria
Annandale
Arlington
Arlington

Big Stone Gap
Big Stone Gap
Blacksburg
Blacksburg
Cedar Bluff
Charlottesville
Charlottesville
Charlottesville
Charlottesville
Charlottesville
Charlottesville
Charlottesville
Charlottesville
Charlottesville
Christiansburg
Christiansburg
Christiansburg
Clovesville
Ewing

Faber

Faber

Fairfax
Fairfax

Fabric Magic - Pam Laclaire

Everton Oglesby Askew Architects - Robert Oglesby
IC Thomasson Associates, Inc. - Joseph J. Wimberly
JP Brown Drugstores - John Brown

Moon Moon Drug Company - John Brown

Realtor - Nancy Niehouse

Marks & Salley, Inc. - E. Carol Stalley
Quadrant Consultants - Michael Chou

Civilux Inc. - Frank Goodbold

Sterling Casket Hardware Company - Thomas E. Bailey
The Office Place - Jim Barnes

Ben & Jerry’s of Alexandria - Richard Snow

K&R Industries - F. Keane Eagen

Audrey Mullen Fundraising Consultants - Audrey Mullen
The Potomac Consulting Group - Chris Moss

Mountain Empire Older Citizens, Inc. - Marilyn Pace Maxwell
Robinette Steel & Scrap Metal Company - James W. Robinson
Architectural Alternatives - Bob Rogers

MEDIAS - Camden McLaughlin

Appalachian Agency for Senior Citizens - Diana Wallace
Charlottesville Free Clinic - Betty Newell

Independence Resource Center - Tom Vandever

Jefferson Area Agency Board on Aging - Gordon Walker
Johnson Craven & Gibson, Inc. - Anne Collins

Monticello Area Community Action Agency - James Murray
Papercraft Printing and Design, Inc. - Virginia Daugherty
The Nook and Terry’s Restaurant - Theresa D. Shotwell
Timberlake’s Drug Store - John Plantz

Worksourse Enterprises - Ron Enders

Christiansburg Printing - Michael Abraham

The Copy Center - Ernie Bentley

HICO, Inc - Steven Cochran

Glendower Vineyards - Chris Hill

Western Lee County Health Clinic - Tony Lawson

Buck Creek Nursery - Bob West

Woods Mill Woodworks - Carter Smith

Black Issues in Higher Education - Bill Cox

Soapbox Trading Corp. - Susan Spriggs



Free Union
Honaker
Kennebridge
Lovingston
Lynchburg
Marion

Newport News

Norton
Oakwood
Salem
Saltville
Springfield
St. Charles

Vermont
Rutland
Shelburmne
Williston
Williston
Winooski

Washington
Seattle

Seattle
Seattle
Vancouver

Wyoming
Jackson Hole

Shelter Associates, Ltd. - Bruce Gordon
New Garden Pharmacy - Robert Taylor

Pharmacy Associates of Kennebridge, Inc. - R. Michael Berryman

Mountain Cove Vineyards - Al Weed
Tom Jones Drugs - Tom Jones

Graham Investments - Henderson Graham
Beyond Exhibits, Inc. - Teddie Jo Ryan

Pepsi-Cola Bottling Company of Norton - George Hunnicutt, Jr.

Oakwood Clinic Pharmacy - William Tiffany
Blue Ridge Beverage Company - Robert Archer
Rite-Aid Pharmacy - John Haynes

Moving Comfort Inc. - Ellen Wessel

Stone Mountain Health Services - Tony Lawson

Sloan Marketing - John Sloan

Vermont Teddy Bear Company - Roger Amadon
Caner’s Choice - Jerry Proulx

Dumb Guys Party Supplies - Charles Thomas
Fiori Bridal - Nicole Roberts

Greenbriar Development - Dan O’Neal

Perennial Tea Room - Sue Zuege and Julee Rosanoff
Tolan O’Neal Transportation & Logistics - Daniel O’Neal
McCarthy Medical Marketing, Inc. - Margaret McCarthy

Unilink - Roger Amadon



NACDS MEMBER CHAINS
IN SPECIFIC STATES

Hawaii
Thrifty Drugs of Hawaii - Sidney Kosasa, President

Maine
Downeast Pharmacy Inc. - Michael J. Fiori, President
LaVerdiere’s Super Drug Stores - Stephen LaVerdiere, President

Minnesota
Snyder Drug Stores, Inc - Donald Beeler, President

Nebraska
Keystone Pharmacies - Manny Goldberg, President

Nevada
none

Vermont
City Drug Stores - Melvin Israel, President



MEMBERS OF THE NATIONAL LEADERSHIP COALITION FOR
HEALTH CARE REFORM

Acme Steel Company
Amalgamated Clothing & Textile Workers Union, AFL-CIO
American Academy of Family Physicians
American Academy of Pedlatrics
American Association of Retired Persons
American Automobile Manufacturers' Association
American College of Physicians
American Federation of Teachers, AFL-CIO
American lron & Steel Institute
American Nurses Association, Inc.
American Physical Therapy Assoclation
American Psychological Association
American Subacute Care Association
Association of Academic Health Centers
Assaciation of Minority Health Professional Schools
B. C. Enterprises
Bank South Corporation
Bannon Research
Bethiehem Steel Corporation
Blue Diamond Growers
Brown & Cole Stores
Burlington Coat Factory
Ceridian Corporation
Christian Children's Fund
Chrysler Corporation
Cold Finished Steel Bar Institute
CoreStates Financial Corp.
Del Monte Foods
Drummond Company Inc.
Families USA Foundation
Fitter Materials
First Interstate Bancorp
Ford Motor Company
General Motors Gorporation
Georgia-Pacific Corporation
Giant Food Inc.
The Great Atlantic & Pacific Tea Company, Inc.
Gross Electric Inc.
The Heights Group
H. J. Heinz Co.
Inland Steel Company
INSIGHT Treatment Services, Inc.
International Brotherhood of Electrical Workers
International Multifoods



Internationa!l Union of Bricklayers and Allied Craftsmen
James River Corporation
Johnstown Corporation
Keebler Company
Keller Glass Company
Lincoln Teiephone & Telegraph Co.
Lockhead Corporation
LTV Steel Company
Lukens Inc.
Maternity Center Association
Maytag Corporation
National Association of Childbearing Centers
National Association of State Boards of Education
National Education Assoclation
National Steel Association
Navistar [nternational Transportation Corporation, Inc.
Norwest Corporation
Olympia West Plaza, Inc.
PAR Associates
Pella Corporation
Preferred Benefits
R. R. Donnelley & Sons Co.
Ralphs Grocery Company
Regis Coarporation
Rohm & Haas Company
Safeway inc.
Sara Lee Corporation
Scott Paper Co.
Service Employees Intemnational Union, AFL-C!O
Sokolov Strategic Alliance
Southern California Edison Company
Strategic Marketing Information, Inc.
Texas Heart Institute
Time Wamer Inc.
United Air Lines, Inc.

United Food and Commercial Workers International Union, AFL-CIO
United Paperworkers International Union, AFL-CIO
United States Catholic Conference
United Steelworkers of America, AFL-CIO
U. S. Bancorp
The Vons Companies, Inc.
Westinghouse Electric Corporation
Wheat, First Securities, [nc.
Wheeling-Pittsburgh Steel Corp.

The Whitman Group
Wisconsin Public Service Corporation
Xerox Corporation



MEMBERS OF THE CAMPAIGN FOR WOMEN’S HEALTH (97)
May 31, 1994

The Alan Guttmacher Institute

Amalgamated Clothing and Textile Workers Union

Anierican Assoclation of University Women (AAUW)

Armerican Civi} Liberties Union (ACLU)

American Coalltion for Abuse Awareness

American Dietetlc Associatlon

Amarican Fertllity Society

American Fed, of State, County and Municipal Employees

American Jewish Congress

Amerkean Medical Women's Assoclation (AMWA)

American Nurses Assoclation (ANA)

American Psychological Assoclation

Arlzona Business Women for Health

Astocialion of Junior Leagues Intemational

Assoclation of Reproductive Health Professionals

AWHONN: Assoclation of women's Health, Obstetric
& Neonatal Nurses (formerly NAACOG)

Bass & Howes

Black Women's Agenda

B’nai B'rith Women

Bostoh Women's Health Book Collective

Califomla Women Lawyers

Catholics for a Free Choice

Center for Policy Altematives

Center for Population Options

Center for Women Policy Studies

Clearinghouse on Women’s Issues

Caalition of Labor Union Women (CLUW)

Colorado Women's Agenda

Cammunications Workers of America (CWA)

Delta Research & Educational Foundation

Endometrlosis Assoclation

Families USA

Family Violence Prevention Fund

Farmworker Justice Fund

Federally Employed Women

Federation of Nurses and Health Professionals

General Federation of Women's Clubs

Hyman Rights Campaign Fund

Institute for Research on Women’s Health

Instiute for Women's Poelicy Rasearch

Intarstitka) Cystitls Association, Maryland

Jacohs Institute of Women's Health

Kentucky CommUssion on Women

The Mautner Project for Lasbians with Cancer

Members of Sigma Gamma Rho Sorority, Inc.

Mennonite Central Committee

Na'Amat USA

Natlonal Abortlon Federation

National Abortion Rights Actlon League (NARAL)
National Actlon Forum for Midllfe & Older Wonden
National Association of Commissions for Women
Natlanal Asseciation of Community Health Centdrs
Nall. Assoc. of Nurse Practitioners In Repraductive Health
National Bfack Women's Health Project

Nalional Breast Cancer Coalitlon

National Center for Lesblan Rights

Natlonal Coalition of Abortion Providers

National Counclil of Jewish Women

Nallonal Cauntil af Negro Women

National Displaced Homemakers Network

Nat'l. Family Planning and Reproductive Health Assoc.
Natlonal Federatlon of Business & Professional Women
National Foundation for Women Business Owners
Natlonal Gay & Lesbian Task Force

National Organization for Women (NOW)

NOW Legal Defense and Education Fund

National Osteoporosis Foundation

National Women's Conference Committae

National Woman's Health Network (NWHN)

Natlonal Women's Health Resource Center

National Woman's Law Center

National Women's Party

National Women’s Polltical Caucus

Older Woman’s League (OWL)

Organlzatlon of Pan-Aslan Women

Panngyivanita Coalition Against Dome.dc Violgnce
Planned Paranthood Federation of Amenca

Public Citizen Health Research Group

Publi¢ Voice for Food & Health Policy

Religious Coalition for Abortion Rights (RCAR)

San Franclsco Women Lawyers Alllance

Service Employeas Intamational Union (SEIU)

Soc. for the Advancement of Women's Health Research
Union of Amerlcan Hebrew Congregations

United Food and Commarcial Workers Intemat'l. Unlon
Widar Opportunities for Women (WQW)

Women for Raclal and Economic Equality

women in Communications, Inc.

Women's Action Alliance

Women's Bar Assoclation of D.C.

Women'’s Health Project

Women'y Int'l. Leagug for Peace and Freedom
Women's Inlemational Public Health Network
Women's Lagal Defense Fund (WLDF)

Women's Research and Education Institute (WRE)
YWCA of the USA

Young Women'’s Project

* The ACLU endorses and particioates exclusivelv In the civil libertlas rolated activitiac af tha Camnaion



May 24, 1994

The Honorable George Mitchell
United States Senate
Washington, DC 20510-1902

Dear Senator Mitchell:

The undersigned urge you to include in any health care reform legislation which the
Committee on Finance passes a provision which assures health care coverage for all
Americans.

We believe that universal coverage is critical to the efficient and optimal performance of
the health care system and the broader economy.

We also believe that among the methods of achieving universal coverage, an
employment-based system, in which there is both employer and employee financial
participation, offers the most practical and realistic approach. An employment-based
system is preferred by most Americans and advances a public-private approach to the
human and economic needs for universal health care coverage.

Universal coverage is critical to successful health care reform:

B As a matter of equity, humanity and economy, every American should be covered
for appropriate health care. The costs in terms of lost productivity and wasted
human resources are untenable.

B The current problems in our health delivery and financing systems cannot be
effectively remedied when one in six Americans lack health care coverage at anv
one time.

®  There can be no effective means to control the growth of health care costs - either
through market or regulatory mechanisms -- when significant portions of the
population remain outside the health care system. Needed insurance reforms will
work only when everyone has health care coverage.

A prudently designed employment based system offers the most effective means of
achieving universal health care coverage by:

B addressing an important element of the current cost shifting crisis in which the costs
of caring for the uninsured are borne by the insured;



®  extending coverage to the majority of the uninsured -- 84 percent of the 39 million
uninsured live in families headed by workers;

®  providing the simplicity of using the current mechanism by which Americans receive
coverage -- a mechanism preferred by most Americans.

We believe that an employment based system of universal coverage, with employer and
employee financial participation, is an essential component of health care reform. We urge
you to support inclusion of such a provision in health care reform legislation.

Air Line Pilots Association

Alpha Building Corporation

Alpha Steel

American Association of Retired Persons
American Automobile Manufacturers Association
American College of Physicians

American Hospital Association

AMR Corporation

Archer Daniels Midland Company

Association of Private Pension and Welfare Plans
Audiovox Corporation

Bethlehem Steel

Brown & Cole Stores

Catholic Health Association

Champion International Corporation

Chrysler Corporation

CNA Insurance Companies

Florida Power Corporation

Food 4 Less. Inc.

Ford Motor Company

Fortis, Inc.

General Motors Corporation

The Great Atlantic & Pacific Tea Company
Guess?, Inc.

Hechinger Co.

J.F. Contracting Corporation

Mana Products, Inc.

Marangos Construction Corporation
Metropolitan Chicago Healthcare Council
Monarch Marketing Group, Inc.

National Association of Children’s Hospitals and Related Institutions
Network Security Incorporated

NYNEX

Phoenix Home Life Mutual Insurance Company
Polycrete, Inc.

The Principal Financial Group



Protestant Health Alliance

Safeway, Inc.

Southern California Edison Company
Steel Manufacturers Association
Transport Workers Union
Westinghouse Electric Corporation
White Dog Cafe

Zenith Electronics Corporation



AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS

818 SIXTEENTH STREET, N.W.
LANE KIRKLAND WASHINGTON. D.C. 20006 THOMAS R. DONAHUE
PRESIDENT SECRETARY-TREASURER

LEGISLATIVE ALERT!

(202) €37.8078

March 9, 1994

Dear Senator:

Universal coverage that guarantees that no one lacks or loses high-quality
health care coverage is the comerstone of comprehensive health care reform.
The AFL-CIO believes the best way to achieve this objective is by requiring all
employers to provide and help subsidize health care coverage for their
employees.

An employer mandate builds- on our current employer-based insurance
system and would be the least disruptive way to achieve universal coverage. It
would level the playing field among different employers, most of whom provide
such coverage today. And it would eliminate large, unpredictable and
inequitable cost shifts that employers bear today for the uninsured workers of
other employers. We recognize that some employers (and employees) will need
financial help to meet their obligations. We, of course, support providing
necessary subsidies.

The AFL-CIO believes that an employer mandatz is a fair, effective and
practical means for achieving universal coverage. We believe it is essential to
any acceptable health care package.

Sincerely,

CRuitn Msil

Robert M. McGlotten, Director
DEPARTMENT OF LEGISLATION



CENTER ON BUDGET
AND POLICY PRIORITIES

MANDATE RELIEF FOR STATE AND
LOCAL GOVERNMENTS

by Jim St. George

State and locai governments across the country have been struggling for
several vears with budget deficits. Although the recent recession was partially
responsible for the riscal problems state and local governments have faced, fiscal
difficulties will last in many areas even as the recovery continues. A range of
potential causes for these structural deficits have been identified, including loss of
tederal funds. escalating costs of Medicaid and other health care costs, and outdated
state tax systems that do not retlect the economy of the 1990s and are unable to
generate needed revenue etficientlv and effectively.'

Another potential cause of the fiscal distress state and local governments have
faced, and the focus of much recent attention, is the growth of unfunded federal
mandates — requirements on state and local governments imposed by the federal
government without accompanying funds. State and local officials point out that the
practice of requiring state and local governments to meet federally-established goals
has increased substantially in the last two decades. In response, a number of these
officials are supporung legislative proposals that would release state and local
governments tfrom anv legal obligation to obey mandates tor which the federal
government does not provide full funding and, in the Senate version, require the
Congressional Budget Office to estimate the cost to individual state and local

governments of any bill that would impose a mandate on them. Such a solution
raises serious concerns.

The requirement for cost estimates identifving the impact of mandate
legislation on each state government and local government would prove impossible
to accomplish in practice. Moreover, the major proposals, Senator Dirk Kempthorne’s

See in particular Finanang State Goverrmment in the 1990s, National Governor’s Association, et al.,
1994. The study suggests that one cause of state fiscal problems is the fact that states have not
updated their revenue systems to reflect the changing Amenican economy. For example, consumers
buy a far larger share ot services relative to goods than they did 30 vears ago. Yet state sales taxes
tvpically apply to only a limited number of services. One result — along with a potential tax
advantage for providers of services over those who produce goods — is that most states’ sales taxes
generate less revenue for each dollar of total consumption than they previously did. Another example
of economic change cited in the report that has not been matched by appropriate fiscal reforms is the
increasing prevalence ot businesses operating across state and national borders.

777 North Capitol Street, NE, Suite 705, Washington, DC 20002 Tel: 202-408-1080 Fax: 202-408-1056



"Community Regulatory Relief Act" (5-993) and Representative Gary Condit’s
"Federal Mandate Relief Act of 1993" (H.R. 140), would likely lead to increased
gridlock, seriously limiting the federal government’s ability to respond to certain
needs. They also would open the door to costly litigation and greater judicial
intervention in policymaking. And they could create perverse incentives for states
and localities to avoid addressing problems in areas that might become the subject of
fully-funded federal mandate legislation sometime in the future. Jurisdictions that
have done the least to address various problems would be more generously funded
than those that have acted in advance of federal requirements. State and local
governments would likely become less willing to act as "laboratories for democracy;"
instead they likely would delay initiatives until Congress required and paid for them,

and when Congress did so, states and localities would have incentives to exaggerate
the cost of compliance.

Types of Federal Mandates

Before describing the practical problems of the Kempthorne and Condit
proposals, it may be useful to identifv some of the more recent federal actions that
are considered unfunded mandates. All told, the National Conference of State
Legislatures has identified nearly 200 mandates in federal law. Many of the most
important pieces of legislation in recent years have at least some impact on state and
local governments and would have been covered bv a Kempthorne- or Condit-tvpe
ban on unfunded mandates.

A number of unfunded mandates apply to state and local governments as
employers; thus the Family and Medical Leave Act applies to state and local
governments as well as private emplovers.* Several recent unfunded mandates stem
trom legislation designed to reduce crime and enhance public safety. Examples
include the Brady bill, which requires that states provide an on-line, computerized
criminal records data base to facilitate a national criminal background check system
over the next five years, and the National Child Protection Act, which requires states
to report child abuse information to the same background check system. Improving
access to government services and guaranteeing civil rights may also be considered
unfunded mandates. Thus the "Motor Voter” bill and the Americans with Disabilities
Act, each of which places various requirements on state and local governments, are
identified as unfunded mandates. Finally, a major category of often-controversial

* The National Conference of State Legislature’s Mandate Catalogue also identifies unfunded
mandates that have been in effect for many years. Other federal legislation identified as unfunded
mandates that is associated with states’ role as emplovers includes compliance with child labor,
minimum wage, and anti-discrimination laws.



mandates relate to environmental concerns, such as the Clean Air Act that requires
state and local officials to establish pollution control strategies.

Cost Estimates for Mandates

Central to any requirement for full funding of federal mandates is the need for
timely, accurate projections of the costs to state and local governments. The
Kempthorne proposal requires CBO to prepare "an economic analysis" of the effects
of complying with a proposed mandate "by each State government and by each local
government.” While CBO currently estimates the aggregate cost to state and local
governments for a large number of proposals each year, the requirement for a cost

estimate for individual state and local governments would be a massive expansion of
responsibilities for CBO.*

Estimating the costs of various proposals on a state-by-state basis requires
detailed information on the specific issue at hand for each state, data that often are
simply unavailable. Moreover, because of the lack of appropriate data bases with
state-level information and the wide range of issues that affect state and local
governments, it is not possible to establish a single estimating methodology
applicable to most or all bills. Instead, CBO staff would have to address each bill or
subject area separately to identify and locate relevant data. This can be a timely and
costly endeavor, the results of which are sometimes of marginal value.

A related difficulty in estimating the state-by-state cost of fully funding
mandates is that the best — and often the only — source of information on the
specific characteristics of a state or region may be state officials themselves. If
officials know that the cost will be fully funded by the federal government, they
clearly will have an interest in inflating the potential cost. Using such self-interested
sources could affect the accuracy of estimates.

* The major practical difference between the Condit and Kempthorne proposals is the absence of
any mention of cost estimates from the Condit bill. In order to fully fund mandates, however,
Congress would clearly require more accurate cost estimates than currently produced by CBO.

* The requirement for "economic analysis” could be interpreted as requiring estimates not just on
the direct cost of a mandate, but also on the economic impact of policies insofar as they are likely to
have an impact on state and local revenue. Such analysis would include potential job gains or losses,
changes in property use and value, and changes in consumption levels or patterns. The economic
impact of policy is extraordinarily difficult to ascertain even on a national level; CBO attempts such
estmates on only a few major bills each year. No amount of new resources would enable CBO — or
any other agency — to estimate such impacts accurately.
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The difficulty of doing state-by-state analysis, however, is only the tip of the
iceberg. Analyzing the potential cost to each of the more than 80,000 local
governments in the United States would be a task of unimaginable proportions; CBO
director Reischauer has called it "impossible in any practical sense.” Although such
cost estimates, if feasible to produce, would entail an enormous increase in workload
for CBO, the Kempthorne proposal includes no increase in funding for the agency.
One might say that the bill itself is an unfunded mandate, albeit on CBO rather than

on state and local governments. In practice, the requirement would frequently bring
the legislative process to a halt.

The Cost — and Inefficiency — of Full Funding

Even if the availability of data and appropriate models were not
insurmountable hurdles. requiring full funding for all federal mandates could
altimatelv increase the total cost to society of accomplishing national goals. The
Xempthorne and Condit proposals establish an open-ended commitment for tederal
funds: a law would be binding on states and localities only if “all funds necessary"
are provided. For instance, establishing a computerized national background check
2nvisioned in the Brady bill and supported by many gun control advocates and
opponents alike requires the full cooperation of every law enforcement agency in the
country. If Congress is serious about having such a system operational in five years,
:t cannot allow local sheriffs just to opt out, claiming their funding did not fully cover
their costs. If the ban on unfunded mandates had been in effect when the Brady bill
were enacted, Congress would have to ensure that it fullv supported the reported cost
of compiiance. Failure to support the cost reported by local officiais could leave the
effort to establish the background check system in limbo as courts attempted to
determine whether individual local governments were obligated to participate or
whether more federal funas woutd be required. This would be akin to establishing a
new entitlement for state and local governments, with all the well-known difficulties
in limiting the cost of such open-ended commitments.

The total cost of full funding of federal mandates could also be driven up by
the perverse incentives state and local governments would face under an unfunded
mandate ban. The Kempthorne bill, for instance, defines the cost of a mandate as the
amount in excess of what “the State or local government would incur in carrving out
that activity in the absence of the regulation.” What a governmental body would do
in the absence of federal action is. in fact, impossible to know. Instead, the practical
etfect of such a requirement is to reimburse state and local governments tor the full

Testimonyv ot Robert D. Reischauer, Director. Congressional Budget Office, before the U.S. Senate
Committee on Governmental Affairs, April 28, 1994.
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cost of compliance less any costs they were bearing before the mandate was imposed.
Since the greatest subsidies for any mandate would go to governments that have
previously done the least in the area in question, there would be an incentive for
state and local governments to delay action on issues they otherwise would plan to
address if there were a reasonable chance of federal action in the future. More timely
action would reduce their ultimate federal reimbursement, presumably in perpetuity.

Suppose, for instance, that Congress passes a health reform bill requiring
employers, including state and local governments, to provide health care to their
employees. If a Kempthorne- or Condit-style ban on unfunded mandates passes first,
such a reform bill would be considered a mandate requiring federal funding if it is to
be binding. States that already meet the minimum standards established in such a
bill would get no funding, while other states would be rewarded for not providing
health care benefits to their employees in the past. It would not take long for state
and local government officials to recognize that there are financial advantages to
letting problems fester — creating a national issue that requires a federally funded
mandate — and penalties for solving problems too promptly.

Another issue stems from the fact that while state and local officials believe
federal policies are often too controlling in the way they prescribe how particular
goals are to be met, such restrictions tend to be more severe when the federal
government provides most or all of the funding. To ensure that federal money is not
squandered and to protect against the cynicism associated with financial abuses,
federal policymakers often place particularly tight restricions on how federal grants
are monitored and spent. Sometimes this reduces state flexibility in experimenting to
find the most cost-effective way of meeting various goals.

For example, CBO surveyed a number of local governments to estimate the
cost of requiring that all handicapped people have access to polling places. The
estimates ranged from $845 per county in Georgia, where voters with mobility
impairments would have their polling place changed to an accessible building, to
$10,000 for the city of Minneapolis, where city officials indicated they would install a
ramp at every polling place. Arriving at a cost estimate to enable full funding in a
broad range of similar situations would require deciding exactly how local
governments should comply. The practical result in some future cases could be
increased federal prescriptiveness, with the mandates specifying the particular
solutions to be employed. In some cases this could result in greater cost than if state
and local officials acted independently to achieve the intent of the legislation.

Finally, the federal costs of various pieces of mandate legislation could grow
beyond the amount necessary to accomplish the identified goal as state and local
governments "game" the system to maximize their federal payments. If the federal
government must reimburse all direct costs of compliance, state legislators might, for
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instance, allocate the time they and their staffs spend researching and debating
implementing legislation to the cost of the mandate. Establishing and maintaining
the necessary "cost centers" to allocate the time that was to be reimbursed could be
considered a cost of the mandate as well!

One example of how state officials have manipulated federal reimbursements
in recent years is through use of special taxes on health care providers to increase
federal Medicaid reimbursements. A number of states have been highly creative in
their use of these provider taxes, sufficiently creative that the practice employed by a
number of states was widely considered to be a scam. Ultimately, Congress and the
executive branch had to act to restrict the use of provider taxes. Episodes such as
this, where states acted aggressively to increase the amount of federal dollars coming
to them, should give pause to anyone who doubts that state or local officials would
marupulate funding opportunities inappropriately.

Gridlock and Litigation

Given the tight fiscal constraints under which the federal government is
operating, one impact of an unfunded mandate ban would be to hamstring federal
activity across a broad array of policy areas. The time needed to identify specific
fiscal impacts in over 80,000 jurisdictions, along with uncertainty over the accuracy of
those estimates, would be a powerful weapon for those whose primary agenda is to
obstruct legislation.

Advocates of the ban point out that the proposals would not atfect current
legislation, applying only to future proposals. One of the difficulties in recognizing
the full implications of a ban on future unfunded mandates. however, is that the
items affected would be those for which. bv definition. no consensus currently exists.
If a consensus had already developed and been recognized, the mandate would likely
already be in place. This suggests that the intent of the legislation may have more to
do with inhibiting further federal action than with actually addressing current fiscal
constraints faced by state and local governments.

Furthermore, it is not entirely true that current mandates would not be
affected by the Kempthorne and Condit proposais. Existing legislation would be
affected when it was reauthorized or amended. Such action would constitute new
legislation; it would cause the existing mandate to fall under the obligation for full
funding. In that way the ban on unfunded mandates could begin to roll back
legislation that requires reauthorization and inhibit amending legislation that includes
mandates already in place. This could even go to the extent of obstructing passage of
a bill that reduces the cost of compliance for state or local governments. Imagine, for
instance, a mandate that state and local leaders believe places unnecessary and
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inefficient burdens on them. An amendment could address some of their concerns,
but it would trigger a requirement for full funding for any mandate that remained.
The likely course of action would be to leave the existing, more burdensome
requirements in place.

Troubling implications also arise over the implementation of mandates. A new
mandate would be binding on state and local governments only if full funding is
provided. It may not be immediately apparent, however, whether full funding is in
fact available; the federal government may think it is funding the mandate, but state
or local governments could end up with greater-than-anticipated costs. If an audit,
for example, found that the cost of compliance with a mandate in the previous year
exceeded the federal funds received for that purpose, would that mean that the law
was not in force, even though officials as well as businesses and individuals acted as
though it had been? One can imagine a whole new field of litigation opening up to
determine what the direct costs of a mandate actually were, in order to determine
whether state or local laws were indeed in force. Moreover, individuals and
businesses might be inclined to delay or avoid compliance with mandates altogether
until it was determined that funding was in fact adequate and the law was binding.
Such inaction would, of course, increase the cost of enforcement for states and
localities. Higher enforcement costs, however, could increase the likelihood that
federal funding — premised on an assumption of voluntary compliance — would
prove inadequate.

Benefits to State and Local Governments from Federal Tax Expenditures

Proponents of a ban on unfunded federal mandates argue that any justification
for unfunded mandates evaporated with the demise of general revenue sharing.
They portray the federal government as imposing burdens without providing any
financial support to state and local government. Such an analysis, however, fails to
acknowledge the substantial subsidy for state and local income and property taxes
implicit in allowing such taxes to be deducted in determining federal income tax
liability. In fiscal year 1994, federal tax expenditures associated with the deduction of
state and local taxes, together with the exclusion of interest income from various
forms of state and local debt, amounted to $66 billion. By comparison, the U.S.
Conference of Mayors has estimated the cost of 10 of the largest and most prominent
unfunded mandates in over 300 cities at $6.5 billion.® Given that the population in

¢ U.S. Conference of Mayors, [mpact of Unfunded Federal Mandates on U.S. Cities, October 26, 1993.
The 10 unfunded mandates in the survey covered the Clean Water Act, the Clean Air Act, the
Resource Conservation and Recovery Act, the Safe Drinking Water Act, the Asbestos Hazard
Emergency Response Act of 1988, the Residential Lead-Based Paint Hazard Reduction Act of 1992, the
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these cities account for half the total population of all cities with at least 30,000
residents, as well as the possibility that the self-assessment of burden was over-
stated, it is certainly possible that the total cost of all unfunded mandates is less than
the benefit of the tax expenditures.”

While the savings from these tax expenditures is received directly by taxpayers
rather than state and local governments, the tax expenditure reduces the cost of state
and local income and propertyv taxes to taxpayvers who itemize on their federal
returns. The federal government effectively pays up to 40 percent of the state and
local income and property taxes for high-income taxpayvers. This is thought to
increase the willingness ot taxpayers to support politically taxes for state and local
services. Periodic suggestions that the federal tax expenditures for state and local
taxes should be reduced or limited are met with protests from state and local
government otficials, evidence of their awareness of the subsidy the tax expenditures
provide tor state and local taxes.

Alternatives to Consider

Nothing in thus analvsis should be construed as diminishing the difficulties
state and local governments encounter in meeting the obligations thev face, whether
thev are obligations established bv state and local oftficials themselves or mandates
established bv the federal government.> While part of this difficulty is the result of
structural flaws in state revenue svstems over which state ofticials have control, the
national government should take seriouslv its role in ensuring the efficient and
etfective operation of the federal system.

One small step Congress could take in that direction would be to pass
legislation submitted bv Senator David Pryor that would allow states to require mail-
order companies to withhold the state sales tax on items sold to that state’s residents.
Such legislation would allow states to raise an additional $3 billion to $3.5 billion

" (...continued)

Underground Storage Tank Act. the Endangered Species Act, the Americans with Disabilities Act, and
the Fair Labor Standards Act.

~ Other estimates also suggest that the cost of tederal mandates is iess than the vaiue of these tax
expenditures. An analysis by the Advisorv Commission on intergovernmental Relations of unfunded
mandates passed between 1983 and 1990 conservativelv estimates the cost to state and local
vovernments in fiscal vear 1990 as between $2.2 billion and $3.6 billion. See ACIR, Federal Regulation of
State and Local Governments: The Mixed Record of the 1980s, july 1993, pp. 63-67.

* It should be noted that local governments struggle under the burden ot untunded state mandates
as well.





