


STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date:

FISCAL NOTE

Title: "An act requiring municipal fiscal notes for bills

and resolutions."

Sponsor: House C&RA Committ
Requestor House C&RA Commi

ee

ttee

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE
FUND SOURCE:

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER
FUND SOURCE:
TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact:

FY 93
156.8
3.4
9.0
3.3
25.0

197.5

197.5

197.5

1.0
4.0

ANALYSIS: (Attach a separate page ifnecessary.)

FY 94
158.7
3.4
9.0
15
0.0

172.6

172.6

172.6

1.0
4.0

Department Affected:

BILL NO.

HB 476

BRU: Local Government Assistance

Component:

Statewide Assistance

COMPONENT SERIAL NO.

FY 95
162.8
3.4
9.0
1.5
0.0

176.7

176.7

176.7

1.0
4.0

FY 96
164.8
3.4
9.0
1.5
0.0

178.7

178.7

178.7

1.0
4.0

Community and Regional Affairs

Fy 97
169.9
3.4
9.0
1.5
0.0

183.8

183.8

183.8

1.0
4.0

FY 98
172.2
3.4
9.0
1.5
0.0

186.1

186.1

186.1

1.0
4.0

The Department estimates five new positions, one permanent and four seasonal, would be necessary to perform the duties required by this
legislation. A separate page Isattached which shows how the above figureswere calculated. Also attached are the necessary Request For New

Position forms.

Prepared By:

Division: Administrative Sfrrvtcfcs Division

Approved by Commissioner:

Agency: Department of Community and Regional Affairs

Phone: 465-4708
Date: rz?/?r j /<%->

_ T = - c
Date:

Distribution (by pregarer): Leg. An., Legislative Sponsor, Requestor, OMB/DBR, Cov. Legis. Ofc., & Impacted Agency(ies).

Rev 10/7/91
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CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No.

HB 476

CALCULATION OF COSTS TJ THE STATE: Includes one permanent full-time Research Analyst Ill and four seasonal full-
time Research Analysts II, plus operating monies.

Position

Research Analyst Il

(account for annual
merit increases)

Research Analyst

(account for merit
Increases every
other year)

Personal Services

Travel

Contractual Services

Commodities

Equipment

Range/Step Barg Unit Location
18A GCU Juneau
188 ! (
iod I I

I I
1188% H I
18F I I
16A GGU Juneau
16A N I

I I
%gg I H
16C I I
16C I }

1 permanent full-time staffe R 18 =
4 seasonal full-time staff @ R 16 =

Total

2 3-day trips to Anchorage © 5800 each =
2 3-aaytripsto Fairbanks ® 5900 each =

Total

Estimate $3000 per staff ©full-time
Estimate $1,500 per staff® part-time

Total

Estimate 5500 per staff © full-time =
SstimatP 5250 per staff @ part-time =
Plus 51,800 start-up costs =

Total

3personal computers © 53500 each =
software
1laser printer

Time Status

Permanent

Full-time

Seasonal

6m

0S.

558572
598200

5156772

51,600
51800

53400

53000
56,000

59.000
51,000
51800
53300

517500

%4500
53000

525,000

Fiscal Year

FY 93

FY %
FY %

FY 97
FY 98

FY 33

FY A
FY %5
FY %
FY 97
FY 98

FY B

peryear

per year

FY Bonly

FY 33

Sal + Bens

42550
516022
558572

560518
962416
564409
566,371
568683

518465
56,085
524550

>24550
5-5105
525,.05
525864
525884

subsequently
51,500 /year

one-time only
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Position Title
Research Analyst llI
Time Status Staff Months
Full-Time 12

TYPE OF EXPENDITURE Amount
Salary 42.6
Benefits 15.0
Premium Pay
Other

Total Personal Services 58.6 58.6
Travel 3.4
Contractual 3.0
Commodities 0.9
Equipment 5.0
Other

Total Cost 70.9

FUNDING SOURCE FOR TO fAL COST
Federal Receipts 1002
G.F. Match 1003
General Fund 1004 70.9
I-A Receipts 1007
CIP Receipts 1061
Other

REQUEST FOR
NEW POSITION

COMPONENT

BRU Local Government Assistance

Statewide Assistance

No. of Positions Range / Step

1 18A

Barg. Unit
GG

Location Election District

Juneau

Justification

The duties of this position would include: analyzing bills for their potential fiscal
impact on muncipalities; determining the extent of any fiscal impact; consulting with
specific municipalities which would be affected by a measure; preparation of the
necessary fiscal note stating whether or not there would be a fiscal impact;
supervising arid directing the work of four Research Analysts Il during the legislative
session; offering testimony at legislative committee hearings regarding any findings
of municipal fiscal impact; performing work on interim activities; and assisting in
regular department activities that were rescheduled from the legislative session to the
interim.

This position would also be responsible for managing and supporting a
comprehensive municipal database that would further enhance the department'’s
ability to respond to the Legislature's need for information about municipalities.

FY 93

AGENCY Community and Regional Affairs

Page 3 of 7

Revised Date:



Position Title
Research Analyst Il
Time Status Staff Months
Part-Time
TYPE OF EXPENDITURE
Salary
Benefits
Premium ?ay
Other
Total Personal Services
Travel
Contractual
Commodities
Equipment
Other
Total Cost
FUNDING SOURCE FOR TOTAL COST
Federal Receipts 1002
G.F. Match 1003
General Fund 1004
I-A Receipts 1007
CIP Receipts 1061
Other

REQUEST FOR
NEW POSITION

COMPONENT

Amount
18.5
6.1

24.6 24.6
0.0
1.5
0.6

5.0

31.7

31.7

No. of Positions Range/Step

1 16 A

Barg. Unit
GG

Location Election District

Juneau

Justification

The duties of this position would include: analyzing bills for their potential fiscal
impact on muncipalities; determining the extent of any fiscal impact; consulting with
specific municipalities which would be affected by a measure; and preparation of the
necessary fiscal note stating whether or not there would be a fiscal impact.

FY 93

AGENCY Community and Regional Affairs

BRU Local Government Assistance

Statewide Assistance
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Position Title
i Research Analyst Il
Time Status Staff Months
Part-Time
TYPE OF EXPENDITURE
Salary
Benefits
Premium Pay
Other
Toial Personal Services
Travel
Contractual
Commodities
Equipment
Other
Total Cost
FUNDING SOURCE FOR TOTAL COST
Federal Receipts 1002
G.F. Match 1003
General Fund 1004
I-A Receipts 1007
CIP Receipts 1061
Other

REQUEST FOR
NEW POSITION

COMPONENT

Amount
18.5
6.1

24.6
0.0
15
0.6
5.0

24.6

31.7

31.7

No. of Positions Range/Step

1 16 A

Barg. Unit
GG

Location Election District

Juneau

Justification

The duties of this position would include: analyzing bills for their potential fiscal
impact on muncipalities; determining the extent of any fiscal impact; consulting with
specific municipalities which would be affected by a measure; and preparation of the
necessary fiscal note stating whether or not there would be a fiscal impact.

FY 93

AGENCY Community and Regional Affairs

BRU Local Government Assistance

Statewide Assistance
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Position Title
Research Analyst II
Time Status Staff Months
Part-Time
TYPE OF EXPENDITURE
Salary
Benefits
Premium Pay
Other
Total Personal Services
Travel
Contractual
Commodities
Equipment
Other
Total Cost
FUNDING SOURCE FOR TOTAL COST
Federal Receipts 1002
G.F. Match 1003
General Fund 1004
I-A Receipts 1007
CIP Receipts 1061
Other

REQUEST FOR
NEW POSITION

COMPONENT

Amount
185
6.1

24.6 24.6

0.0
1.5
0.6
5.0

31.7

31.7

AGENCY Community and Reg

BRU Local Government Assistance

Statewide Assistance

No. of Positions Range/Step

Location
Juneau

Justification

The duties of this position would include:

impact on muncipalities; determining the extent of any fiscal impact; consulting with
specific municipalities which would be affected by a measure; and preparation of the

necessary fiscal note stating whether or not

ional Affairs

Page

Barg. Unit

16 A GG

Election District

analyzing bills for their potential fiscal

there would be a fiscal impact.

FY 93
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Position Title
i Research Analyst Il
Time Status Staff Months
Part-Time
TYPE OF E.".i/LMDITURE
Salary
Benefits
Premium Pay
Other
Total Personal Services
Travel
Contractual
Commodities
Equipment
Other
Total Cost
FUNDING SOURCE FOR TOTAL COST
Federal Receipts 1002
0 F. Match 1003
General Fund 1004
I-A Receipts 1007
CIP Receipts 1061
Other

REQUEST FOR
NEW POSIT50N

COMPONENT

Amount
18.5
6.1

24.6
0.0
1.5
0.6
5.0

24.6

31.7

31.7

No. of Positions Range / Step Barg. Unit

1 16 A GG

Location Election District

Juneau

Justification

The duties Gfthis position would include: analyzing bills for their potential fiscal
impact on muncipalities; determining the extent of any fiscal impact; consulting with
specific municipalities which would be affected by a measure; and preparation of the
necessary fiscal note bating whether or not there would be a fiscal impact.

i FY 93

AGENCY Community and Regional Affairs

BRU Local Government Assistance

Statewide Assistance

Page 7 of 7 i
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ALASKA

MUNICIPAL
LEAGUE 217 Second Street, Suite 200 mJuneau, Alaska 99801 mTel (907)586-1325, Fax (907)463-5480
March 11, 1992
TO: Representative Jerry Mackie, Chair
an . . . .
Members, House Committee on Community and Regional Affairs
FROM: Scott A Jtive Director
RE: HB 476 -An Act Requiring Municipal Fiscal Notes for Bills and Resolutions

The Alaska Municipal Lea?ue supports H3 476, which would require that each bill or
resolution that may have a fiscal Impact on municipalities he accompanied byamumoBI
fiscal note estimating the cost or savings to municipalities (for a six-year period) that wolld
result from enactment of the measure.

The 1992 Alaska Municipal League PollcyStatementlnC|Udes the fo||0W|ng statement The
League supporh nactment? Ie(ruslanon reﬂumng affected state agenme E{Jre are, |n
consultation with the affected loca’governmenits, notes assessing the fiscal impact on local
government of any proposed bill o regulation, including pass- rough grants” (LF.1).

Each fsessmn memtfers of the Alaska Le?|slature intr dHce nearl}/] duepho ated) hills
that affect munlopa ities In some way. ITis estimated that one-third of these place some
sort of mandate on |ocal governments, mandates that in most instances |mgoseacos on
the mummpah}q elther %re umn?ha mun|c|pa||t¥ to do somethm%1 or fornidding it from
doin someth| else, ‘Many of The remaining two-thirds also have fiscal impacts on
mumoea ities. Examples of fe |s|at|on with f|sca| Impacts on mumooalltlesmclude not only
the ob |ous senlor It en roperty d;aé exem tion ro ram or the mandatory éans or
prosgcution hills butaso ess-rioticed nills suc ast 05 extendlng retirement”benefits,
requmn% school districts to add certain subject matter to their curriculum, or limiting the
moorage fees municipalities can charge.

Good ﬂlbhc olic maklng requires access to as complete mformeglon as possible a?out
%oten al In )acts of legislation and reﬁulanon Inevalu tlnﬁ bills.and resolutions that atfec
un|C| all es Ieplslators need to take intg account the fiscal impact they may have on
local %overnmen 476 by requiring the preparation of municipal fiscal notes, gives
them Detter access to this type of information,

The importance and |mpact of mandates fromboth the state and federal %overnments ang
the accompan%m% issue of fiscal notes are becommg more and more.u derstoo around

the countr ational Coungil of State Legislatur ? has endorsed fiscal note le |s|at|on
and the ﬁt L[ ague of Cities (NLC)f 1S current?/ wQrk mg on g 'states mandates"
analysis which Includés information”on Tiscal note fequireménts. The data NLC has

Member of the National League of Cities and the National Association of Counties



House Community and Regional Affairs Committee
HB 476 - Munlc'pfU fiscal notes

March 11, 1992

page 2

gathered indicate that 28 states now have fiscal note requirements. Fourteen of those
tates also have rermbursemen t requirements that rely on those fiscal notes.

The League would suggest the following amendments to strengthen HB 476

1. Add language to the Gffect that "no legislation or agency rule constitutin
mandate on local government shall be hinding on local governments if no scal
note was prepared to Inform the legislature of the impact of a mandate prior to its

enactment.”

2 Following from the above, define "mandates" as "any state-initiated rule, law, budp

grovrsron or executrve order that rqurres a local government fo expand, res rrct
I modlfy its activities In aanag that bears upon it abrlrtho raise revenues, make
expenditures, or conduct the administrative usrness of Tocal government. _State-
mrrrarbd requrrements exclude any that orig |nae at the federal Ievel Federal
reg lator 430 |ceya frectin ocaﬁ ernments es N trerﬂurrea |f]ca note so Iong
?t e stte does not au entt efedera stan rdé y gosrng |gherstandard

its own. Enabling legislation or_conditions of al t considérea N)es

d%on t require a fiscal note, The test for w ether]a mand te exists s ou
whether the municipality may elect not to comply without penalty.”

3 Add a Provrsron to require "the ap%ro rrate state agencies" to cooperate with the
R ent of Community_and” Regional Affairsin pre arrnﬁ the fiscal notes.
though Community and Regronal ffairs has a hetter overall understanding of

munrcr alrtres than other state departments and petter ac?ess to them forthe
Rurpo es o gathering in ormatr%n many of tho bills that will red]urre fiscal notes
ave specific technical details that will “require other state agencies to provide
Information, explain impacts, and coordinate with DCRA.

State mandFte]s on Iocal ’\%overnments and the |ssue of frscal notes have been key

concerns, o unrcrg eague %d {s members for n]any years. It IS
encouraging to see tha this concern Is shared by legislators. We strongly support HB 476,

with the amendments proposed above.

C92test:HB476.311



Faitrbanks North Star Borough

809 Pioneer Road P.0. Box 71267 Fairbanks, Alaska 99707*1267 907/459-1000

March 6, 1992

Honorable Steve Frank, Chair _
Community and Regional Affairs Committee
Alaska State Legislature

P. 0. Box

Juneau, AK 99811

Dear Senator Frank,
| Us W
| would appreciate your support of SB 301 and SJR 32

introduced by Senator Rick [ehling.

H . :
Senate B‘%I 301 would ensure that an aPproprlate fiscal note
would be attached to anyleglﬂatmn affecting municipalities
for the current year as well as five succeeding fiscal years.
e COSt 0r savings to

Local governments have ari%httq know th
them as a result of legislation introduced by the Governor or
the Tilaska Legislature,

Too often those costs are passed on to local governments
without the municipalities bemg aware of the costs to the
public, This legislation should help in defining those costs.

SJR 32 would propose an amendment to the constitution |
requiring the State of Alaska to require an appropriation to
be made whenever a law is enacted which would require the
borough to perform a new service or increase the level of any
activity they currently perform. | would appreciate your
support of a hearing for SJR 32.

Thank you for your work on behalf of the residents of
Fairbanks.

Mayor

JS:rlif



WALTER J. NICKEL, GOVERNOR

o 150 THRDSTREET
JUNEAU, ALASKA. 99B0'->291

DEPT. OF COMMUNITY & REGIONAL AFFAIRS PHONE: (9074654700

o H9E 6THAVENLE SUITE400
ALASKA 99508-4302

OFFICEOF THE COMMISSIONER PHONE (907) 5631073

March 5, 1992
POSITION PAPER
RE: House Bill 476
SPONSOR: House C&RA
Program Effects of Bill:

This bill would require the Department of Community and
Regional Affairs to prepare a fiscal note on all proposed

legislation that has a fiscal impact on municipalities. The
fiscal note must estimate the fiscal 1impact for the current
fiscal year and for five succeeding fiscal years. The fiscal

note must be prepared within five days of the legislative
request, or within two days if the request 1is made after the
90th day of the regular session or during a special session,
and requires consultation with affected municipalities.

Comments:

The Department estimates Tfive new positions, one permanent and
four seasonal, would be necessary to perform the duties

required by this legislation. The proposed amendments would
make it easier and cheaper to comply with the bill*s
reauirements. If the following amendments are adopted, the

Department believes the number of positions required would be
three instead of five.

Amendment #1: After the word "municipality"™ on page 1,
line 4, insert "to the extent funding for personnel 1is made
available.™ The effect of this amendment 1is to make it clear

that if the Legislature does not fund the required positions,
the mandate to the Department is not effective.

Amendment #2: After the word '"cost"™ on page 1, line 6,
delete "or savings." The effect of this amendment 1is to reduce
the burden on the Department and yet comply with the concern of
municipalities that the Legislature be made aware of new fiscal
burdens being placed on then.



Position Pager on HB 476
March 5 1992
Page Two

Amendment #3: After the words "The committee of" on page
1, line 8, delete "first"™ and insert '"second". The effect of
this amendment is to reduce the burden on the Department
because many bills never leave their first committee of
referral. It also allows the necessary lead time for staff to
research the bill and poll a variety of municipalities on the
anticipated impacts.

Amendment #4: After the words "substantially complies with
(c)" on page 1, Uline 14, insert "(1), (@), (), (M, ), O
and (). The effect of this amendment is to eliminate

meaningless or unnecessary requirements for the <contents of
municipal impact Tfiscal notes since the omitted sections focus
on state funding 1issues.

Amendment #5: Insert a sunset provision of three years so
that the Legislature 1is required to revisit this mandate to the
Department after a period of experimentation with the
requirements of the bill. A sunset provision will also force
the Legislature to reevaluate whether the fiscal resources are
available to render this service.

We support the concept of this bill, but can only support the
bill if the Department of Community and Regional Affairs is
given tne additional resources to satisfy the bill"s
requirements.

Edgar Blatchford, Commissioner



MUNICIPALITY OF ANCHORAGE
MEMORANDUM
Date: January 30, 1992
To: Alaska Legislature

FromAnne Williams, Executive Assistant
Municipal Manager's Office

Subject: Bill of Mandates . _
SJR 32 Mandated Municipal Services ,
SSSB 301 Municipal Fiscal Notes for Bills

The following is a synopsis of information re?arding mandates, the
impact c¢f mandate legislation on several stafes, and fiscal notes
for mandated services. For a more comprehensive look at the

mandate issue, please refer to Legislative Mandates; - State
Experiences O ffer |n3|%h_ts for Federal Action (United States
General Accountlng Otfice, Report to the Honorable Dave
Durenberger, U.S. Senate, September 1988) and Mandates: Cases in
State-Local Relations gAdwsory Commission on Intergovernmental
Relations, September 1990).

Also, for additional information relating to the effect of the
mandate issue on the Municipality of Anchorage, please refer to our

etters dated 3/29/91 and 1/30/92.

WHAT IS A MANDATE?

In its broadest sense, a mandate pre-empts local decision makln%
authority. The U.S. Advisory Commission on Intergovernmenta
Relations defines a mandate as any “"state constitutional,
statutory, or administrative action that either limits or placed
additional expenditure requirements on loc”™l governments.

g?AE%:EISFIC DEFINITIONS OF MANDATE REIMBURSITAENT REQUIREMENTS IN SEVEN

CALIFORNIA

Article XIIl B. section 6. California Constitution: "Whenever
Leqlslature or any state agency mandates a new program of
her level of service on any loca government, the state shall
vide a subvention of funds to reimburse such local government

costs of such program or increased level of service, except
e Legislature may, but need not, provide such subvention of
or the following mandates: (a) Legislative mandates

—:
—_ o O



Bill of Mandates
Page 2

requested by the local agency affected, (b) Legislation defining a
new crime or changing an existing definition of a crime; or |c)
dg|slat|ve mandates enacted prior to January 1, 1975, or executive
ers or regulations initially implementifg legislation enacted
pr|or to January 1, 1975.r

COLORADO

- Section 29-1-304. Session Laws of Colorado 1981 "() Every
action by the general assembly which mandates a new prog am or the
expansion of an existing program subsequent to July 1,7 1981, upon
a unit of local government shall either: (a) Provide suff|0|ent
state general fund appropriations to meet the cost thereof (b)
Provide for a IocaI source of revenue to meet the cost thereof...'
FLORIDA

Florida statute 11.076 of 1978 "(1) Any general law, enacted by
he Legis I ture after July 1, 1978, which requires a municipality
unty to perform anm activity or to provide a service oT
cility .. wh|ch il require the expenditure of additional funds,
must powde a means to finance such activity, service, of

cility...(2) This act shall not apply to any general law under
which the ‘required _expenditure of additional” local funds is

incidental to the main purpose of the law."

ILLINOIS

- Chapter 85. sections 2201-2210. Illinois Revised Statutes:
5( State-initiated statutory or executive action that requires
a Ioca government to establish, “expand or modify its activities in
such a way as to necessitate additional expenditures from local
revenues, “excluding any er issued by a court other than any
order enforcing such statutory or executive action. State mandates
may be reimbuTsable or nonréimbursable as provided in this Act.
However, where the General As sembIY enacts legislation to comply
with a federal mandate, the Sta shall be exempt from the
requirement of reimbursing for the cost of the mandated program..."

MASSACHUSETTS

Chapter 29. sectior. 27C. Massachusetts General Laws: "...(a) Any
Iaw rule or regulation taking effect on or after January first,
nlneteen hundred and eighty-oné imposing any direct service or cost
obligation upon an>{ city or town shall be effective in any city or
town” only if such law s accepted by vote or bY the appropriation
of money for such purposes,.. .unless’the general court, at the same
session” in which such law is enacted, provides, by general law and

d
[

a
b
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Bill of Mandates
Page 3

by appropriation, for the assumption by the commonwealth of such
cost, exclusive of incidental local administration expenses, and
unless the general court pOVId by appropriation in each
successive year for such assumption..."

MICHIGAN

- Article IX. section 29 MIChI(f]an Constitution: "The state is
hereby prohibited from re ucmg he state financed proportion of
the necessary costs of exisfing act|V|ty or seryice required of
units of Local Governmen by state law. A'new activity or service
0r an mcreasmg the level 'of any activity or service beyqond that
required b){ existing law shall not be required by the Ieéwlature
or any state agency of units of Local Government, unless a state
appropriation 1s made and disbursed to pay the unit of Local
Government for any necessary increased costs..."
TENNESSEE
- Article 2, section 24. Tennessee Constitution: No law of
general application shall impose increased expendlture requirements
on cities or counties unless the General Assembly shall provide
that the state share in the cost..
Source;: United States Genera] Accounting O ffice
Report to the Honorable Dave Durenberger U.S. Senate
Leg|slat|ve,Mandates State Exg)enences 0 ffer Insights for
Federal Action September

A BRIEF LOOK AT MANDATES IN EIGHT STATES

ALABAMA

- Limits the ability of the legislature to pass laws which would
cause counties to expend additional funds during a fiscal year

KENTUCKY

- Legislature passed resolution authormng study by Legislative
Resedrch Commission on state imposed mandates dnd “on improving
fiscal note process.

MAINE

- Requires, state to Provide full funding for any mandate enacted by
State Legislature after July 1, 1991,



Bill of Mandates
Page 4

MINNESOTA

- State will assume 100% cost of non-federal share of income
maintenance gl)rograms currently 50% county - 50% state, beginning
January, 199

NEW JERSEY
- State will pick-up 90% of county share of AFDC benefits.

- State will pick-up entire county share of jnstitutionalization
costs of mentally i1ll and retarded and entire county share of
foster care socidl services costs.

TENNESSEE

- Counties will no longer !oe required to house felons and if
counties choose to do so”they will be reimbursed.

UTAH

Solid andhazaMous waste phnn|ngrequwementrnandanngcountms
{0 develop five and twentg ive gears management plans paid for
from non-county sources authorized in legislation.

WISCONSIN

Transfers district attorn y, d
té

- epunes and assistant district
attorneys from county to staté emplo

yment,

Source: National Ass ciation of Countes
State-Local Report, Jan. 15, 1991

COST ESTIMATES (FISCAL NOTES)

The concept of prepann? cost estimates (fiscal notes) originated
with one state 'in the Tate 1950's and spread to othérs over the
next two decades. ~ Now, 42 states prepare such estimates for
proposed state legislation affecting local governments

Cost estimates have increased federal and state |s|ators
awareness of the costs thatleg|SMt on ontamln? man ates would
impose on lower levels of government. Butgenera y the estimates
have not altered the course of legislation,” except where



3:111 of Mandates
Page 5

legislators were also stron W concerned about the costs that
mandates can impose on subordinate levels of government.

Cost estimates provide important information to legislators, and
the benefits of the process outwergh its costs, according to both
fderI and state officials, etheIess the estinfates had
little effect in deterring, modrfyr g, or funding mandates unless
there was also strong législative concern abolt the Impact of
imposing mandates on Subordinate levels of government.

issues and in the potential benefits of proposed
far the most important consideration for state
rding . to officials in several states,
servations show that estimates of local costs
gr ative mandates affecting local governments when
onag Ie1grs ative concern about local costs. State
[ ennessee, California, and Connecticut cited
where high local cost estimates, in concert with
ve concern” for state mandates, defeated legislation
ing mandates. For example. in Connecticut it was estimagted
passage of the Gifted and Talented Students Bill requiring
and Tegional school districts to provide special programs
cost lfocal governments $40 million. This confirmed to the
lature the 111"s “high” local cost impact and directly
r

huted to its defeat

The trmrnq of cost estimation in the legislative process can affect
ators will use it. Cost estimates done early were used
xtent that when prepared later, a questionnaire
rther, in four states where estimates were
ly and influential, officials said they were

slators before decision on bills were made.

d
ct
al

==

t s prepared to povrde rnformat_ron on
tes responding to the ques ronnarre, 13
ate local estrmates in either an internal
h d annuaI report, e.g.:

, and Tennessee., Estimating uni
aggr Pates their local coSt es
I ators or other intereste

aintain
tes and
rties.

nrts

f the state's two cost-estim I
oca

t

u
ifornia. One
ort that lists enacted statute

its m
stima
ed par
matin
St
* Florida. The state-level Advisory  Commission on

Intergovernmental Relations publishes an anpual report that
describes all bills passed having a lo aI cost impact.



The annual report provrdes an overall picture of the aggregate cost
impact of state legislation on local governments and i's useful to
legislators delrberatrng new state nfandate proposals, officials
from California and Flofida said.
At the state Jevel, the degree of involvement by local interest
groups also affects the legislatorsl use of cost’ estimates. For
States in which cost estimates were used and influenced the
outcomes of legislation containing mandates, state officials noted
at interest groups played a meaningful role. Additionally, the
questronnarre results showed that cost estrmates were used to a
%reater extent in states where local interest groups were reported
y state officials to be more involved.

Cost estimation accomplishes the basic objective of givin
legislators additional or confirming information about™ cos
Impacts. But it is difficult to dssess the effect of cost

estimates on eIrmrnatrn or modifying the mandate burden of
proposed egislation, ile legislators may be better informed as
result of cost estrmate , thé& knowledge of such costs seems to
have influenc e |sIators to eliminaté or modify mandates only
when coupled with s rong legislative concern about ‘mandating costs
on state and local govérnmeénts.
Source: United States General Accounting O ffice
Report to the Honorable Dave Durenberger, U.S. Senate
Legrslatrve Mandates State Ex8oer|ences Offer Insights fo
Federal Action September 198
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MAYOR

OFFICE OF THE MAYOR

March 29, 1991

Senator Rick Uehling
P.O. Box V

Juneau, Alaska 99811
Dear Senator Uehling:

The Municipality of Anchorage supports legislation or a
constitutional amendment requiring cost reimburSement for state
mandated new or expanded programs ‘which must be provided by local
?_overnm ents. An example of a state mandated program with Serious
| onsequences to the Mun|0|pa||ty of "Anchorage is the
izens/Disabled Veterans property tax exemption.” For many
State reimbursed .the municipalities for the revenues
the implementation of. thls exemption, In 1990, we
proximately $5 million. in taxes under this program and
ly reimburséd $1.5 million, Due to the mcrease in the
number of applications for the exemption, the Municipality has seen
its revenue loss for this program increase almost 25% “over last
year. This shortfunding w'ill"have to be made up from either an
Increase in taxes for the remaining taxpayers or the loss of more
government services. For 1991, weanticipate exempting another $5
million in taxes, Anchorage residents should not be asked to bear
the burden of this state mandated program.
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In addition to state imposed mandates Anchorage provides m ny
services not rowded by most other Alaskan communities. The
Municipa ||tcy Anchorage char%es misd emeanor suspects under the
Municip ode, thus sp arlng te State .of Alaska the expense of
prosecu |% misdemeanors, ~ The Municipal misdemeanor code s
analogous Yo the State misdemeanor_code. Also of note, Anchorage
is the onl¥ commumty to char%e DWI suspects under a municipal
code. , un|C|pa| ¥ processed 1,215 DWI cases at an
estlmated cost of he Anchorage taxpayers bear the
burden of these expendltures

The propensity of state government to impose mandated programs on
local government is b)( no. means limited to the State of” Alaska.
The tax revolt in Calitornia in 1978 and 1979 was fueled, in part,
by the state's transfer of certain responsibilities to the county
lével, placing an onerous  tax burden on property owners
California now'has an active reimbursement program. MasSachusetts



State Mandates

Page two

apPropnates money with the mandating law as tls passed. In all,
fifteen states have statutory or constitutional requirements that
payments be made on some level for the hnanc al etfects ofstam
statutes, and twenty-five states require fi scaI notes d|scm3|n%
the costs to local entities; resulting fr om assage of the propose

law. . Some state constnut|ons Sti e that special acts
necessitating appropnaﬂons Iocalgovunmentdo not become
effective unless approve K voter referendum.  Still another
approach is to require that the increased costs resulting from laws
of general application be shared between the state and local

governments.

Attached are numerous examples of mandated se
services the Municipality provides that are n
the state in other areas of Alaska.
acknowledgement of this problem, and urge you
equitable solution,

vices and specific
mally provide d by
e ask for your
[ support for an

v
or

Sincerely,

C
Municipal Manager
Attachments



A nchorage Police Departm ent

M em orandum

Date: March 20 1901

To: Anne  Williams, Executive  Assistant
Municipal Manager’s Office

From:  Deputy Chief Duane Udland/U"

Subject: Mandates imposed on Anchorage Police Department

ing is. a list of sgrvi ' he Anch Police Department
T8 5 P v Ao Pl Do

Service Cost Comments

Jail  Contract $1,500,000 %ontract w?h State Corrections for
the care 0 munlc,lrﬁ)a o
mlsdemeanan(tj detainees in {all or
| contract? .flua3| Institutional
etention  facilities.

Hazardous Materials o

Training 83240 Mandated training for all response
olice personnel,” including . off,cers
nd staff that may become™ involved
with haﬁ?rgous aterla}s dand the
uncontrolled release of dangerous
substances.

Domestic Violence

Writs 149139 ylandated %Fetate law to serve all

omestic . violence retgtramm
orders within the confines o

A
(Anpcpr8>r<ﬁ%§tely 1000 annually)



Department EIm

Approximate MOA

Code Enforcement

Publlic Information
Education and Relations
(Fire & EMS)

Fire Training

EMS Training

Fire Prevention

ATTACHMENT A

Cost 1990/Fund
Source

$520,000/Tax

$107,000/Tax
$400,000/Tax

$280,000/Tax’

$193,000/Tax

Community
Bind SourcQ

Unknown

Unknown
Unknown

Unknown

Unknown

State of AK has
responsibility in
most communities
and bush.



Department Fire

SfITYisa

Fire Response
outside the service
area

Paramedic
Transports

Dispatch (Radio Fire
Alarms)

Dispatch (Private
Ambulance)

Hazardous Materials
fee (Right-to-
Know)

Plan Review (Fire)

ATTACHMENT B

Approximate MOA
Cost 1990/Fund

SFALLEf

$ 30,000/User fee
and Tax

$1,700,000/User fee

and Tax

$ 47,000//User fee
and Tax

$206,000/User fee

and Tax

$155,000/User fee

and Tax

$197,000/User fee

and Tax

Community
Bind Sourca

Unique to Anchorage

Comments



ATTACHMENT A

Services provided by

1, this department which are net com-
monly provided by other local gove

08

S

ernments.

(A) Services: Misdemeanor pr

p s, indigent defense, and
Pretrial Diversi

secutions
on Program.

|
Mjademeanor Prosecution

.The Anchorage Municipal Department of Law provides for the
al prosecution of all misdemeanor offenses recognized in
chora1qe Mun|C|paI Code pr|n<3|pally under Title 8 (Criminal
and Traffic Code), 'in_direct support of enfor-
act|V|t|es the Anchorage. Police De?artment and the
ka State Troop Anchorage is one of four Alaska com-
service. Fairbanks, =~ Juneau, and
or part of these services. in_al
t Alaska, including but not limited
Valdez. Palmer, Bethel, Dillingham,
0 u%h Mat-Su Borough, thesé ser-
he State.
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has a municipal prosecutor, b
Those prosecutions are left t
munities throughout Alaska, excep
provides for the prosecution of a

S

e does not Iprose
e State. n

ose noted above,
misdemeanors, I.e.
au Its domestic vmlence h||d abuse, trespass,
ettc. |f the Anchorage M n|C|pa| epartment 0f Law
fi

O

e misdemeanor caseS, it would fall on the State
ice to handle them. Since, with few exceptions,
misdemeanors are likewise state misdemeanors, In
e Municipal Prosec rsoocessmg these cases,

be prosecuted tate or o unpunished.
Attorney's offi ce
nses without the

rsonnel and supportmg
Anchorage Municipal Pro
|. "Petitions 1o Re oke") and
S prosecution,

o e
,-rCE

not handle the prose-
ion of apprommately 1
an
[

r—I-D_

equipment. In
eviewed 6,852 ca

6
Y
[ ses
5,737 cases for further

s C
e e
fi e

[

|
Indigent Defense

~ Since the Mu
including those,
to provide indig
stage of the D

nicipal Prosecution prosecutes all misdemeanors,
hat result In “time to serve", it S necessary
nt defendants_legal counsel at each and every
oceedings. The™ service is provided by the



ity through nprivate counsel undar ntract to tha
Iity. if° this service wara not rOVI ed by the
ty of nchorage it would hava to e rovid by the
IC_Defender ency 0r tho Ias a State Court System as
e Is. . a €0 stltut|ona requirement. ~ The state
s office. would have to be substantially enlarged
t sylting increase; in volume if the current mynici-
ded service was eliminated. _The cost of the municipal
defense program in 1990 was $707,349.

11
Pretrial Diversion Program

nicipal program that allows the disposition of
cases without trial, thus saving the expense
jeopardizing a viable, cost efficient pro

elected cases ar ed of without tfial
nts comply with certain conditions, make
n for " their violations, and pay

rocessing the case through the pretr|al

‘ay UND—+

proximate cost to the Municpality of Anchorage in CY 1990:

i.  Prosecutor's Office; 16 full time pogsitions at a total
C(|J|St tto t?e MOA  Tn CY 1990 of $986,0010 (includes indirect
allocation).

IS rd through private law
lit y of Anchorage, the calen-

inistered b
irect staff s

retria
Prosecutor?' f
el t by partici

approximately
program fees o

S e<
e =
—
—o



ATTACHMENT A

Department D aw

A m Other Local

Service yp t/Fund Source Fund Source Jur|esrd|ct|ons
Misdemeanor Prosecution
(incl. indirect cost
allocation) $986,010/1GC to APD N/A See Attached
Indigent Defense $707,350/Areawide Tax N/A See Attached

’ Support (OMB)
Pretrial Diversion $52,640/Fee Revenues N/A See Attached
Program é%g t staff & IGC to APD

MCRAWFORD?2



ATTACHMENT B

Department Law

_ ApBroximate MOQA Community/

Service Cost 1988/Fund Saource Fund Soufce Comments
There are no sgemal assessments, rates or user fees directly
attributable to the Municipal Department of Law for the pro-
secution of misdemeanor offenses, save Pret |aI Diversion
Program participant fees. In criminal cases, the court and
its personnel assess fines and collect and remit funds to. the
Anchorage Police Department, in 1990, APD received
$1,396,270. in fines and forfertures (see accoupt 9211) which
the Municipal Department of Law assisted in collectin That
money reduced APD's required tax support on a dollar for
dollar ~basis. Additional detail the makeup of these
collections may be obtained directly fr m APD,



ATTACHMENT C

Department Law

Describe related services provided by other local Jurisdictions
but not by for?? Anchorage.
Community Service Fund Source/comments*

There are no civil/criminal legal services provided ,b(}/ another
local jurisdiction that Anchofage does no also provide.

*Please indicate if State financial support is received by the
community specifically for this service.

N/A
MCRAWFORD-2
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ATTACHMENT A
Department Public Works

Service ppro ximate MOA Community/
Coat 1990/Fund Source Fund Soutrce Comments

Operation and Maintenance of: , ,
Traffic Signal, Street Lights, and Intersection Signs &
Marklngs

0 &M Anchorage  State and Clty
owned signals
operated and
maintained by
Anchorage

Cost to Anchorage: $2,128,105
Fund Source: %1,126,000 from ADOT/PF
1.002,105 from ARDSA

| All gnals and

ak stree Idghts are

asilla owned an
maintained

the State.

0 &M Fairbanks Most signals
owned-*operated
by State. City
owned traffic
S|gna|ma|ntenance
perormed by State

T &Mbasis.

0 &m Juneau All traffic
S|gna|s owned by
State.

No other traffic signals in Alaska.

K7t/ W
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M unicipality

ehg ineer ing P .0 o

of Anchorage

MEMORANDUM
DATBt March 27, 1991
TO: Larry D. Crawford, Municipal Manager
THRU: Ed McMillan, P.E., L.S., Director of Public Works
PROMI Ross B. Dunfee, P.E., Municipal Engineer
SUBJECT: Mandates and Other Burdens Imposed on the Municipality of

Anchorage by the State of Alaska

Drainage Planning
Water Quality Planning

Public Information

Transportation Planning
Materials Inventory & Testing
Stream Monitoring

Monument Information

Tracking System

Survey Control
Networks Maintenance

Comprehensive studies to develop

araawide plan.

Managing program to meet state and
federal "requirements.

Respondmg to  questions  and

requests for information from the
public, outside agencies  t.nd
organizations relative to Pulbic
Works functions (roads and
drainage).

Manages traffic needs and meets

state requirements.

In-house capability for soils and
material testing.
In-house testing for stream and
water quality testing.

Manage computer data basetrackln%
horizontal and vertical contro
monumentation consisting of 1,400-
plus monuments.

Develop and administer expansion
of survey control to areas in the
Municipality where none exists

and maintain the existing network
throuqh bonds, grants, and area-
wide tax support.
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Larry D. Crawford, Municipal Manager

March 27, 1991
Page 2

Survey Plat Review

Municipal Survey Standards

Site Plan Review for
Building Safety

Flood Hazard Permits

Review and Revisions to

Municipality of Anchorage

Standard Specifications

(MASS)

Frofea5|onal land survey
al review to plats sub-
to the Municipal Plattin

rity to ensure  plattin
ements are mot pr t

at
lat
ior
Develop and administer survey
standards for municipal land
survey and construction survex
projects, the standards whic

guide contractors in performing
Survey for the Municipality.

Provide to the BUIMIH% Safety
Division to insure that the
development of oproperties with
triplexes and above do not create
drainage problems for adjoining
properties.  This could and has
Included state projects such as
airport improvement

This  function ensures  that
buildings and other work in a
stream floodplain does not create
a problem = that  would denY
insurance. This is a federa

requirement.

These Standard Specifications are
normally wused by various other
local governments thfouqhout
Alaska, and referenced in their
construction contracts rather than
devﬂppln% their own standard

specifications, ~These local
governments do this as it s
cheaper to reference our standard
specifications rather than devﬂo%
and iﬁdam.the|r own, Althoug
the unicipality sella MASS to
anyone at the purchase price of
$35.00 each, this cost does not
provide for full compensation for
the review and revision time ?ﬁd
e

gmntmg costs incurred in
tandard Specifications.



Larr¥ 0. Crawford, Municipal Manager
27,

r
Marc 1991

Page 3

Subdivision Development:
Requirements

Development of Existing
Areas through the Assessment
Process

These requirements pro |de a
service to ensure tha S
divisions created by develop
are constructed to a Standard t
|1 prOV|de for an accepta
ife the improvements and t
eetthe criteria to satis

m
h, safety, and publi
re.

ub -
er
ha
bl
ha
f

S
t
e
t
y
c

This process provides process for
subdivisions that have existing
homes on substandard streets and
possibly minimal public ut IH
such as water and sewer to
acquire those improvements through
the assessment district process,
which only Municipalities can
provide.
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Municipality of Anchorage

MEMORANDUM
DATE: March 26, 1991
T0s Larry Crawford, Municipal Manager
THRU: Ed McMillan, F.E., L.S.

SUBJECT# MUNICIPAL* SERVICES NOT COMMONLX PROVIDED BX OTHER LOCAL
GOVERNMENTS

COMMENTS/REMARKS

ars appeals. from administrative
fficial  daaisions dealing with
uilding codas and reviews new codes
nd makes recommendations to the
nchorage Assembly on modifications

to meet Alaskan conditions.

* Building Board of Appeals e

H
0
b
a
A

* Plan Review Provides complete technical plan
reviews for ~structures covering
soils, seismic, structural, electri-
cal, mechanical, plumbing, elevator,
energy conversation, and accessibil-
ity for the physically handicapped,

handicapped.

Life Safety Inspections Inspect existing structures for
imminent life or safety threats
before license s iSsued Dby
municipal or state agencies (such as
post-seoondary education
commission).

* Code Compliance .
Inspections Inspect existing structures for

compliance with  Uniform Building
Codes wunder existing or proposed
occupanciese
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*

Fira Damage Inspections

Bad & Breakfast Facility
Inspections

Certification of Non-
Conforming Uses

Zoan Compliance

Certitication

New Building inspections

Licensing of Technical
Trades

Elevator Inspections

Advise the Fire Department as to the
structural stability of fire-damaged
c

{
buildings for continued occupancy.

Certify compliance of bed and
breakfast facilities with local land
use regulations, local health codes,
state ~ on-site sewer and water
requirements,and building and fire
life-safety codes.

Written certifications of legal non-
conformlng_status required by finan-
P0|a||ns itutions before closing on
0oans

Written certification that  a
Froposed £r01ect would comply with
ocal land use regulations required
by banks before making large
commercial loans.

Provide full service technical field
inspection services for structures
Covering soils, foundations,

structural, electrical, mechanical,
plumbing, insulation, handicapped
accessibility, —and issuance of
certificates of completion and
occupancy.

Provides complete  testing  and
licensing for contractors  and
journeymen in the . . plumbing,
meohanical, and gas piping trades
and installations.

Provides annual recertification of
installed elevators and in-process
inspection, testln% and certifi-
cation of new elevators.
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LarrK Crawford
March 26, 1991
Page 3

Cross-Connection and
Sack Flow Prevention
Program

Automated Mapping/
Geographical Infor
System (GIS)

mation

Vehicle Maintenance
Computer Services

Site Addressing

Services Paid for with
User Fees

KC:dd

nanoa\ann»g*r

MOM ENGINEERING P.09

rovides a comprehensive program of
estln? and certifications' for
nstallers of cross-connection
evices to ensure safety of public
drinking water supplies and a
comprehensive program of record
keeping of location and test dates
of individual devices requiring
testing and maintenance.

P
.t
i

d

The Public Works Building Division
operates a natlo.nallg acclaimed
GIS/Automated Mapping System, The
system provides compdter'mapping and
geographic analysis services to
municipal agencies and the private
sector, ~This includes ~ joint
rojects with the Anchorage School
istrict and cooperative programs
with state and federal agencies. It
alsodorowdes training opportunities
for UAA intern students,

The Public Works Building Division
operates a  VAX computer-based
vehicle maintenance package.  The
computer provides maintenance work
orders, maintenance history, parts
inventory, and ac_cquntln%] infor-
mation for the municipal fleets.

The Munlplpahté{ of Anchora%e
provides site addressing for all
&rop_er_ty ~location! within  the
unicipality of Anchorage. This I
a service wnich is not provided by
any other agency.
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MUNICIPALITY OP ANCHORAGE
Memorandum

10

DATE: March 26, 1991
T0: Larry D. Crawford, Municipal Managar
THRU: E<iMcMillan, P.E., L.S., Diractor of Public Works
FROM: ADietz, Managar, street Maintenance Division
SUBJECT: Municigal Services Not Commonly Provided By other
Local Governments
SERVICE/DESCRIPTION IREMARK?
BottO faintananci and Prsinagfl gyyt?m Revenues from the State
. are apportioned to these
Snow removal, ice control, gravel services from the follow -
road are apportioned to these grad- ing revenue accounts: ing,
flood control, drainage mainte- 9342, 9349, 9355, 9357,
nance, asphalt maintenance, lean-up and 9362. Street Mainte-
of hazardous material in right-of- nance Division has 23 bud-
way, emergency response. Admini- ?et units to which these
stratively assist LRSA/RSA Boards unds as allocated.

of Supervisors.

Code Enforcement

Right-of-way

permit enforcement,

junk car removal, illegal activ-
ity in right-of-way.

Street Light

System

Operation and maintenance

Snow Disposal sites

Operation and maintenance of sites
used exclusively by MOA and joint-
ly with the state.

EPfiCfifInfivV JBSFISfIDM

Handle flooding, blocked roads,
and other emergencies in non-
service areas of the MOA.

A:DS12/hh



Dwpurt™ant

Service

Refuse Collections

Solid Waste
Disposal

Hazardous Waste
Waste Oil

Recycling

MUSA

Utility Revenue
Distribution

Cost

ATTACHMENT B

J5~"Ny<gN/«NTI3

Approximate MOA
1990 Fund Source

MOA cost 1990 was $5.2
mill fon. In addition,
three other private

haulers provide collec-

tion services to munici-

pal residents

MOA 1990 cost was
$9,363 million.

MOA 1990 cost was
$1,004,000

1990 cost $16,900

Refuse Collections
1990-565,487
Solid Waste Disposal
1990a$404,042

Solid Waste Disposal
1990-585,000

Community/
Fund Sodrce

User Fees

User Fees

User Fees

User Fees

Comments

Most Alaskan communities
fund refuse collection
services with tax
dollars. See attached
1989 survey.

Like collections, most
Alaskan communities

fund disposal via tax
dollars. See aztached

No other like operation
In Alaska

No other like operation
in Alaska

MOA provides facility
operated by private
enterprise

Municipal operated
utilities contribute
user fee dollars to
help fund general
government “operations

See MUSA comment



4 AKKANGARBACE RATES

LOCATION AUTHORITY
FAIRBAJKS U.S.8.  NORARCMIK"*T
AAEAHIX-01SP
FAIRBANKS (CITY) ~ COLLECTION
NORTH POLE COLLECTION
KEKAL PENNS BOM  NONAREA W10E-
OISPOSAL
KENAI/SOLDOTNA-  PRIVATE
AREA
HOVER AREA PRIVATE
KODIAK BOROUGH DISPOSAL
MAT SU BOROUGH OISPOSAL
PALMER CITY-COLLECTIOH
WASILIA PRIVATE
VALDEZ cm
KETCHICAN (CITY)  CITY
SITKA (CITY)
JUNEAU PRIVATE
PRIVATE
ANCHORAGE MUNICIPAL
PRIVATE
. MUNICIPAL
EAGLE RtVER AREA  PRIVATE
GROAOCO PRIVATE

SERVICE
TRANSFER BOXES 1 S00.00TON
BALER t LANOfILL $40.00/TON
RESIOOmMJAI ONLY J7.50/MO.
COMMERCIAL-PRIVATE
NONE NONE
TRANSFER BOXES $00.00
HOVER BALER
SOLOOTNA LANOFILL
COLLEC ION R- $10.13/no
C- $40.08/mo
(3.0yd cont)
COLLECTION R* %10.28/mo
C- $42.26/r0
(3.0yd cont)
BALER 1 LANOFILL  RESIO.-FREE
10.00/PU
$35.00/FLAT
SS5.00/SEKI
TRANSFER BOXES fc $00.00
LANOFILL
COLLECTION R- $11.50/mo
C* 547.00/mo>
(3.0yd cont)
COLLECTION R» $20.00/mo
C» $65.00/mo
(3.0yd cont)
Cm COLLECTION 1 NO
OISPOSAL- LANOFILL
COLLECTION CONTRACT R- %lZ.OS/mo
VI 2 PRIVATE HAULER C- $24.92/Vk
(2.0yd cont)
LANOFILL 3.S0/car
5.70/PU mm.
$8.60/yd.
COLLECTION R- $16.97/mo
INCINERATOR $S.00/uMt
COLLECTION R- %21.85/m0
C- $.99.86/mo
(3.U8/d cont’zI
INCINERATOR $100.00T0!
COLLECTION R> $14.30/mo
C> $45.50/mo
&3.0 d cont
COLLECTION - g14.04/m0
C- $66.68/mo
(3.0yd cont)
TRANSFER/LANOFIIL %288 CAR
$4S.00/TON
COLLECTION R- $14.5//mo
C- $57.39/mo
(3.0yd cont)
COLLECTION R> $13.55/mo
66.90/mo

SUBSIDISED
SUBSIDISED

NONE

YES-0.94 m

NO

NO

SUBSIDISED

TES

YES- 0.31 m

SUBSIRISED
NA.

N.A.

USER FEES  TAX SUPPORT FULL COST
YES-0.448 m

NO
NO

NO

N.A.

NO

NO

NO

HO
NO

B

DATE PREPARED: 09/M

NOTES

NO FEES CHARGED AT OROP BOXES- TX SUP
PROGRAM FUNDED ONLY 1/2 FY (12/31/89)

NO COMMERCIAL COLLECTION SERVICE
HAULS TO BOROUGH FACILITIES

RATE SUPPORTS LABOR A EQUIP. DIM ONLY

RESIDENTS RECEIVE FREE SERVICE BY
HAULING WASTE TO N.S.B. BOXES

TAXING IS EQUIVILENT RATE

NO OISPOSAL COST

NO OISPOSAL COST

TAXES FUND CAPITAL. LANOfILL COVER &

MAJOR REPAIR COSTS

TAXING IS EQUIVILENT RATE

HAULS TO BOROUGH LANOFILL

PRIVATE HAULS TO BOROUGH LANDFILL
NO OISPOSAL FEE

TAXING IS EQUIVILENT RATE

LOOKING AT INCINERATOR

1 unit tquals ona 35 gallon can



Department

Service

lce Rink
M aintenance &
M anagement

Regional
Library Sarvicas

Regional
Museum Services

Hornless
Facilities

10299A

ATTACHMENT A

Property a Facility Management

Pprommate
1990/Fund Source

158,160

820,000

540,000

76,860

Community/
Fund Source

General
Revenue

Gen»kC’

Revenue

General
Revenua

G aneral
Revenue

Tax

Tax

Tax

Tax

Comments

Coats are Net
of user Pees

U tilities,
Melnt. & Repair
Coats for
Headq. Library
Facility

U tilities,
Melnt. & Repair
coats for Anch.
Museum

U tilities,
Melnt. & Repair
Coata of

Facilltlea
leased at
minimal rate to
non-profits



ATTACHMENT A

Department M errill Field Airport

Approximate MOA Comuunity/ *
Service Coat 1991/FundSource  Fund Source

General Aviation Airport  $1,870,100
Services All from userrevenues

Comments

Almost all airports in
Alaslta are owned and
operated by the State.
We provide full
aviation services to
over 1,000 aircraft

at Merrill Field
Airport.



ATTACHMENT A

Department Manager/Office of Management and Budget

Service

Indigent Defense

Approximate MOA
Cost 193y/Fund Source

$855,050/Taxes

Community/
Fund Source

Comments

The majority of communi-
ties in the” state do not
furnish lawyers for
Indigents, “They rely on
the State's Pubilic
Defender Office.
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MUNICIPALITY OP ANCHORAGE
MEMORANDUM

DATEI March 15. 1991

TOt Larry Crawford. City Mauaqtr

THROUGHI H ill Gay. Exacutiva ManagecEnterpriaa Activititijv .

FROMi Tom Stahr, Ganaral Manager,Municipal Light k pow arrnny,

SUBJECTi Raaponsa to March 12 memorandum raqueating
Information on mandataa and burdana imposad by tha
Stata of Alaaka.

ML&P Cuatomar Sarvica Dapartmant oftan acta aa a raaourca
cantar Cor Anchoraga'a aconomlcally diaadvantagad cuatomara
in tha utility'a aarvica area. By providing cuatomara with
aaalatanca information, forma and sugqaationa aa to which
a?an_cy could baat aarvica tha cuatomar. thay daflact a numbar
of didaadvantagad raaidanta from tha stata offlea of Enarqy
Aaalatanca to othar aocial aarvica aganeiaa. |f ML&P eaaaad
to provida thia raaourca tha Stata aqancK would hava to
ovida thia aarvica. It la eatimatod that parhapa 35% of
a aarvica rapraaantativas t|ma_Par yaar la dadicatad to
ja aarvica at a coat to tha uti
117.000 par yaar.

pr
on
th ity "of approximately



March 21, 1*91
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m u ro MMtca 12, 1*21 term cemnwinm tuned namma n m nwtorauuu n unui locations
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ft— hovlow Untterltr far a|l oatoaalona fr— @m0 m Ui or o April 3, 1911 tha Alaaka Oopart—ot of Kaviroaaaatal
ootvico cow iKttnii 1—rloAlay; M Uim tin (AMC)_da|o¥atad tbeic plan reviaw authority to
thdfolr a“ axte%a{ﬁas rO*ItAMnN_MIa"I ortatarelcz% cmgctmns.
L . o daloyatloo wot tho roaalt o | petition to
Al littuik* of tha AMC 'Certificate to C—ttract* as both depart—nta woro duplicatiaq off(?rts.
>) Aalrollta Oaco tho plana aro approved, MMJ prepares tha AMC "Cartlf1-
. . . . eata to Construct* and forwards tha cactiflcate to AMC for
C) lin»n of th* AMCC "Certificate to Operate tor siyaature, tho aa— procedure la followod for aabollta
and tho alyaatar* for AMC *Cortlflcata to Oporato”.

threoyh 19 AAC 74.909),
oator/wastawator rytte—
catoa.

—tog —<¢hMtowator Plant faporatsr Certification tri>al»r; tf stata reywlatloms (It AAC 71.tif
operators 1& raapoaslhlo cfaarye o ff
—at obtain and aaiataJLa AMC cartlfl

Tho ofporatora —at ait for tho atato acanlnatlo— that load to
artiflcation.

A » has —cottrayad and snpported oar oporatora to avail ,
thotuolva* of this traloiay. Generally, bovovar, it la In otir
own trainlay, to hottor —ot tho aoodt of our —ro sophisticated
grggtgpceactlaélosed work forco, to—ti—a —re cheaply th— tho

AMO alto provides AMC free . charyo a facility (tho Trainlay
«tta la tho Ship Crook hater Vreatn—t Plant) to" hold Ita
twice-yeariy o?erator tttaiatlita 1m Ancfcersye. AOowt 44
geople, w?faa/ of whoa arc AMNO oaployooa, také tho ocaalnatloaa
t eech offorlay.

S

— Itfaa a yr—ta itaff do— —t oalat, thorafore

a pood gore— tayo of tho administration oa 0.S.
ocal Stato lea— an. yr—t o—rda. Duo to tho

0 yr—ta aoctisa at JMRT, aaay tarts ara

, not tho Stato.

froyraa AMlalatcatl—t la a—



MUNICIPALITY OF ANCHORAGE
MEMORANDUM

DATE: March 18, 1991
T0: Larry D. Crawford, Municipal Managar

FROM: Michael J. Meehan, Director Department
Economic Development and Planning

SUBJECT: Municipal Services
The following are services
often performed b¥ Stata ag
Affairs and DOT/PF:

*  Comprehensive land use planning

provided by this department that are
encies such as Community and Regional

* Demography and other census information

* Zoning regulations

* Subdivision regulation

*  Wetland general permit processing

*  Transportation Planning

* Public facility site selection

* Geographic and environmental information

* Serve as primary resource agency for other Alaska

communities in land use, environmental and regulatory
information.
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Mandates are a continual source of friction
among governments: many policymakers and schol-
ars foresee an increase in unfunded federal and state
mandates. These factors suggest that intergovern-
mental tensions will continue to rise unless the Con-
gress and state legislatures establish more successful
and iniergovemmenially cooperative methods for
dealing with mandate issues.

In‘its 1978 study of state mandates. ACIR recom-
mended apolicy of deliberate restraint. The Commis-
sion endorsed inventories of mandates, review proce-
dures for weeding out unnecessary mandates,
statements of policy objectives to accompany all pro-
posed state mandates, and state reimbursement for
certain types of mandates. As the number of state
mandates has risen and experience in dealing with the
resulting state-local tensions has accumulated.
ACIR’s recommendations remain as sound today as
when they were made in 1978,

Mandates show no signsof slowing. In fact, many
types of mandates appear to be penetrating substan-
tially deepe- into the federal system. Some, such as
those dealing with the environment and public em-
ployees. are touching virtually every unit of govern-
ment, no matter how small or ill-funded. Conse-
quently mandates are being debated fiercely among
policymakers. Mandates raise questions of account-
ability. equity, and legitimacy, but the greatest con-
troversy, perhaps, is over what is reimbursable.

States justify the enactment of mandateson local
governments by cuing the need for uniform stan-
dards, increased levels of service, and accountability,
aswell asthe need to passon federal mandates. Local
government officials counter that mandates substi-
tute state priorities for local priorities and induce
unknown, and often significant, costs on governments
whose revenue-raising capabilities are limited, not
only by economic factors but by state law.

The major issue for many local governments is
whether they can meet the financial demands of fed-
eral and state mandates within the financial limits
imposed by the state, by normal political forces, and
by citizen initiatives. A number of grass-roots initia-
tives have been approved to limit local government
taxes, most notably, Proposition 13 in California and

PREFACE

Proposition 2'/, in Massachusetts. More such initia-
tives may lie ahead. Moreover, the federal and state
courts have been particularly active in the last decade
in issuing mandates affecting costly functions of state
and local government, such as education, corrections,
and mental health services.

The fundamental issue, however, is local
self-government, which makes the motivation for re-
imbursement a very important consideration. If a
mandate reimbursement rule restrains mandating by
imposing fiscal discipline on legislators, then local
self-government will be enhanced by default. If de-
mands for reimbursement simply reflect local desires
for compensation for services performed, however,
then local self-government will not be enhanced be-
cause local governments will be viewed as mere ser-
vice deliverers, happily providing whatever services
are paid for by the state and in whatever manner is
desired by the state. The "hired help" approach to
mandate reimbursement, therefore, needs to be re-
placed by a principled federalist approach in which
states and their local governments are seen as part-
nersinself-government, sharing costsand responsibi-
lities equitably in serving all citizens of the state.
Under thisapproach, the state, as the larger jurisdic-
tion. is seen as having a special responsibility to sup-
port and encourage citizen self-government in local
jurisdictions.

This information report provides examples from
seven states that have used a variety of approaches to
address state-local tensions created by mandates. We
hope this report will help state and local officials inall
50 states find acceptable intergovernmental means to
resolve the inevitable tensions created by mandates
and to restore vitality to local self-government. The
success of any mandates strategy will depend on the
extent to which it represents agreement between
state and local governments and s followed in good
faith by all parties.

This report was approved for publication by the
Commission on June 22. 1990.

Robert B. Hawkins, Jr.
Chairman
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States always have mandated functions, stan-
dards. tax limits; and other rules for their local gov-
erments, These mandates require local govern-
ments cither to take certain specific actions (e.,?..
undertake obligations).or not to take certain specific
actions F]eg comply with prohibitions). In recent de-
cades. the number and costs of state mandates have
grown, sometimes substantially, in most states. Local
officials, therefore, have voiced increasing concemn
about them—what New York CI'[K’S former mayor.
Edward |. Koch, referred to as the "mandate fr.il-
Istone.” 1 This_ concern is particularly pronounced
when considering unfunded state mandates.

The concernoyver state mandates centers around
an array of issues, including the decline in federal aid
relative to state and local own-source revenues, the
shift of more programmatic responsibility from the
federal government to state and local governments,
questions of accountability, public opposition to rising
taxes, the difficulties faced by many local govern-
ments in meeting the financial demands of mandates,
and the implications of mandates for local self-
%overnment. including. the willingness of citizens to

old office, especially’in small jufisdictions that lack
the administrative support to cope with mandates.
These circumstances have Produced a renewed focus
on state-local relations in the 1980s and 1990s.

This information report on state mandates is an
effort to shed more light on an increasingly contro-
versial aspect of state-local relations. It continues a
line of research begun by the Advisory Commission
on Intergovernmental Relations (ACIR) in 1978.2
The initial report and a 1982 update3 were the first
systematic attempts to survey states' activities con-
cernln? mandates to local governments. On the heels
of ACTR's 1978 report. Catherine Lovell et al. pub-
lished a study of issues and impacts of federal and
state mandates on local governments.4

Now. with renewed and growing concern about
mandates, other organizations also are P,ursum the
issue. The U.S. General Accounting Office (GAQ),
the National Conference of Stdte Leg!slatures
(NCSL?, and The Urban Institute have studied state
mandates recently.

INTRODUCTION

GAQ's study viewed state experiences as a
source of ideas for the treatment of this issue by the
Congress. GAQ found. that the critical factors in
promptm? states to limit or to reimburse mandates
Included Tegislators' concern about |mposm? COSts on
local ,?ov_ernments, a healthy fiscal climafe, and a
constitutionally established “or voter-initiated re-
quirement that the state reimburse local govern-
ments for the cost of mandates.5

NCSL's examination of mandates found them to
be a major source of concern in state-local relations,
It recomimended that states review mandates to local

overnments and consider relaxing or eliminating
0Se requirements, and in some cases assuming the
cost of complying with them. NCSL encouraged
states to develop some method, such as requiring fiscal
notes, to assure that the costs of all prospectivé man-
dates are taken into account before they are enacted.6

The Urban Institute’s book Coping with Man-
dates: What are the Alternatives? addresses several as-
pects of federal and state mandates. The contributing
authors and editors examine the history of mandates
and the recent experience ol federal and state gov-
ernments in responding to complaints from govern-
ments_receiving the mandates. They place the man-
dates issue in three Iar?er contexts: the policy goals
that intergovernmental regulations are meant to
achieve, the tensions among governments in the fed-
eral system, and the assessment of requlation as an
instrument of government XOHC 1

The cases in this new ACIR volume come from
seven states—Connecticut, Florida. Massachusetts,
New York, Ohio. Rhode Island, and South Carolina.
ACIR’s state counterparts in Florida, New York.
Ohio, and South Carolina contributed studies for this
report. The Rhode |s'.and Public Expenditure Coun-
cil preBared the Rhode Island study, the General
Assembly's Office of Fiscal Analysis. provia.| the
Connecticut paper, and staff members in the Division
of Local Mandates furnished the two Massachusetts
reports. The Connecticut and Massachusetts papers
are revised versions of works that_apP_eared originally
in the 1990 Urban Institute publication.



The papers examine specific approaches to deal-
ing with mandates, including information for legis-
lating and rulemaking, reimbursementof local gov-
ernments for the costs of individual mandates,
equalization of the fiscal capacities of local govern-
ments as an alternative to reimbursement, and legal
limits on enforcing unfunded state mandates.

DEFINITIONS OF MANDATES

In general, mandates arise from statutes, consti-
tutional provisions, court decisions, and administra-
tive regulations or orders that demand action from
ssubordinate, governments under pain of civil or
criminal sanctions. There are. however, many varia-
tions on this basic definition.

Those who subscribe to a strict legal definition
construe mandates as direct orders with clear intent
to demand positive action allowing no legal choice but
to carry out that action. Others view mandates from a
broad financial perspective—considering the aggre-
gate financial impact induced bya “superior” govern-
ment. By this definition, mandates are interpreted as
covering a wide array of govemmentally induced
costs. These added costs may result, for example,
from conditions of grants-in-aid accepted “voluntari-
ly" by recipients. These conditions may add a new
function for local governments to administer; require
that local governments fund pan of this new function
themselves; set higher standards of service than local
governmentswould set for themselves; and require spe-
cific, unnecessarily expensive, or inappropriate means
of achieving the mandate locally. In addition, mandates
sometimes are defined to include commands that local
governments not raise certain revenues, thereby caus-
ing revenue losses or “negatively” induced costs.

State laws contain many variations in the defini-
tion of mandates. For instance. Connecticut. Florida.
Massachusetts, and Rhode Island focus on provisions
that require local governments to spend more. Mas-
sachusetts mandates take effect only if the state as-
sumes the cost.s Florida includes state actions that
impose “costs” through an erosion of the local tax
baseoand encompasses actions that place limitations
or requirements on local governments without com-
pensating them for the costs necessary for com-
pliance.l” Connecticut specifically excludes court or-
ders and any legislation necessary to comply with a
federal mandate.11 In Rhode Island, only that rortion
ofa state mandate that exceeds the federal requirement
is defined legally as a state mandated cost. 12

Inaddition to the legal variations, differentwork-
ing definitions have been developed by state-local
relations bodies assigned to catalog mandates or to
prepare fiscal notes. For instance, the South Carolina
ACIR'sworking definition includes “statutes, requla-

tions or orders that require the locality to undertake
an activity or comply with some standard, even when
the locality would have undertaken the activity or
complied with the standard voluntarily." By the same
token, it includes actions that prevent the locality
from undertaking the activity, “even when the locality
would not consider undertaking it in the absence of
statute, regulation, or order.-13 The definition
crafted by the Ohio Local Government Advisory
Commission includes any constitutional, statutory, or
regulatory provision requiring local governments to
establish or modify a specific activity or provide a
service to meet minimum state standards. 14

Much of the variation among definitions of man-
dates stems from the imposition of unfunded service
mandates. For those who take a broad interpretation,
what counts is the bottom line, namely, net costs.
Those who subscribe to a narrow interpretation of man-
dates believe that money is secondary; if something is
mandated, it must be done, regardless of the cost.

A central controversy, therefore, arises from the
question ofwhatis reimbursable. Some analysts think
the term “mandate” is pejorative because it charac-
terizes regulations as imposing excessive, and thus
compensable, costson state and local governments. 1s
Othersaccept the term as a nonprejudicial descriptor
ofacommon class of intergovernmental activities.

WHY THEMANDATE REVOLUTION?

The rise of mandating as a salient issue in the
federal system still remains to be explained in an
adequate fashion. Nodoubt, a numberof factors have
combined to spark the mandate revolution.

One likely factor is that the policy demands on
the Congress and state legislatures often outrun the
fiscal resources needed to meet the demands. In the
absence of sufficient funds—whether by legislative
choice or economic constraint—there is a strong
temptation to satisfy policy demands by mandating
that functions be performed by other governments.
Furthermore, policy demands tend to grow continual-
ly. Many policy demands of the past arc institutional-
ized in today's budgets, thus requiring policymakers
to expand theirbudgets with new resourcesor to shift
new demands onto other budgets.

Another possible factor has been the growing
professionalization of state governments. Better
staffing for governors and legislatures, four-year gu-
bernatorial terms, annual legislative sessions, en-
hanced administrative capacities, and other reforms
advocated during the post-World War Il era were
intended to increase the policymaking abilities of
state governments. The situation isnot unlike Parkin-
son's Law: work expands to fill the lime available for
itscompletion. Key assumptions underlying these re-
forms were that states are better able than local gov-



emments to raise revenue, and that states actually
would raise sufficient revenues to exercise their new
capabilities, especially in light of what was then a
rising tide of federal aid. Furthermore, the reform of
state courts, coupled with the models of activism
forged by federal courts, has resulted m growing state
judicial activism and thus, more state judicial mandates.

In addition, the professionalization of state
governments attracted more interest groups to
state capitols. a trend that appears to have acceler-
ated again as the federal government shifts more
responsibilities to the states and as states assume
more responsibilities on their own. Interest groups
have incentivesto focuson state governmentrather
than on many different local governments, just as
they have incentives to focus on the Congress rath-
er than on 20 state legislatures.

Thus, state governments are much more power-
ful policy engines than they were in the past, but the
fiscal fuel needed to operate those engines is often in
short supply. To some extent, therefore, to make use
of their policymaking abilities and also to comply with
federal mandates, states must commandeer the en-
gines of their local governments.

The reform of state government, moreover, of-
ten was accompanied by attempts to centralize
policymaking so as to provide for better policy coordi-
nation, more efficient administration, and more uni-
form implementation of public policy. The logic of
state centralization frequently benefited local gov-
ernments when states could provide some support to
fund new policies and assume the performance of
certain local functions: consequently, there wasa ten-
dency overlook the inevitability that centralization
wr  .roduce unfunded mandates. o

aother likely factor in the rise of mandating is
~tizens expea Mvemments to conform to much
hl(gher_standar sand to protea individual rights more
extensively than was true in the past. Movéments to
improve individual rl(tzhts proteaion. consumer rDro-
ttaion, environmental proteaion, social welfare
public service provision, government efficiency, and
publicaccountability, for example, all re?une_ overn-
ments to behave in new ways, some of which were
virtually unheard ofafew decades ago. Many of these
ISSUes, moreover, are not subHea to local Varlabl_|l'[?/,
at least below certain levels. If the environment is to
be proteaed. for example, then all governments must
conform to and enforce certain minimum standards.
State and local governments might be permitted to
set higher standards, but not lower ones, Hence,
states are called on to set or enforce standards in a
wide variety of fields—standards that must be applied
uniformly toall local jurisdiaions or tojurisdiaions ofa
certain type, regardless of the variability of local juris-
diction:"capacity to cope with the costs of compliance.

[ronically, it is quae possible that local innova-
tions contribute to state mandating, too. That is.
when a local government comes up with a good idea,
the state legislature may think that it isa good idea for
all Tocal governments and. therefore, mandate it
statewide, even though what works in one locality
may not work well or at all in other localities.

Sometimes, local officials request state man-
dates. not usually for themselves but for other local
officials. A mayor may desire a state mandate tocoun-
teract city council opposition to a policy, and vice
versa. County officials may want the state to mandate
certain municipal policies, and vice versa. Suburbs
may want the state to mandate certain policies for
central cities, and vice versa. Independently elected
county treasurers or sheriffs may ask the state to
mandate salary increases, jail conditions, service lev-
els. and so on. As one observer has noted. "Counties
can be their own worst enemies when it comes to
mandates.- 16

Ofcourse, mandates also stem from genuine de-
ficiencies in local government performance. Where one
or more local governments decline to remedy a prob-
lem. the state may be compelled to mandate a remedy.
Local deficiencies may give rise to interest group activity
and media coverage demanding state aaion.

SOURCESAND LEGITIMACY

State mandates come from many sources—cons-
titutional provisions, citizen initiatives, legislative stat-
utes. judicial decisions, and administrative regulations.
It can be argued that those sources closer to the people
have more democratic legitimacy, while those farther
removed from the citizenry have less democratic legiti-
macy because their political accountability is less diren.

Constitutional mandates have the closest links to
direct democracy because, in effect, the people are
imposing these mandateson themselves by ratifying a
new constitution or constitutional amendment. Citi-
zen initiatives, wltether they result in constitutional
amendments or new statutes, also have direct link-
ages to the electorate and have a potentially high
degree of accountability. Perhaps the principal prob-
lem with such mandates is that citizensare not always
aware of the policy consequences or tax costs of the
proposals they support at the ballot box.

Statutory mandates have less direct links to citi-
zen consent because they come (with gubernatorial
approval) from (he legislature, which is elected to
represent the people. Here, questions can be raised
about whethera mandate is motivated merely by po-
litical pressures to shift costs from the state to local
governments or by careful, disinterested consider-
ation of the extent to which the mandate represents



genuine siaiewide (or greater than local) interests
and whether it really should be paid for by the state.
Mandates issued by state courts are lmked to the
people insofar as they are tied closely to specific pro-
visions of state constitutions and statutes. Judges do
interpret the law. however, and their interpretations
adhere mare or less to the intentions of the citizens or
elected officials who made the law, Court mandates,
especially those based on constitutional grouns,
generally are perceived by voters as having a high
legree oOf Iegltlmacy, thus rmaking the courts an attrac-
tive forum for intérests seeking”to promulgate man-
dates. If a mandate is perceived as being tod onerous,
however, citizens can respond by ameniding the con-
stitution. initiating a new law where this is permitted,
or. in most states, unseating judges in selection or
retention elections. ,
Administrative mandates are more likely to be
created by processes more insulated from, the people
than those that emerge from the legislative process.
A classic problem with administrative mandates Is
that they can be more rigorous, detailed, and inflex-
ible than originally envisioned_ by the govemor or
legislature. Once "embedded in”the bureaucracy,
moreover, a mandate sometimes can be hard to dis-
lodge. At times, however, the executive branch may
wedken a mandate or decline to enfotce it vigorously.
Hence, the executive branch itself can become a
battleground for mandate compliance and enforce-
ment. Administrators, of course, can be held account-
able byjudicial challenge and by corrective action by
the legislature and the"governor.

GOVERNMENTS AFFECTED

State mandates also can he considered in terms of
the governments they affect, The legitimacy of impos-
Ing fequirements or induced costs P_e_rhaps can be said
to" differ for home rule municipalities and counties,
cities and counties without home rule, school districts,
and special districts. These differences depend on the
relationship of a local government to the state.

It may be arqued, therefore, that mandates un-
dermine Home rule and should be applied more spar-
mglk/ to home rule municipalities.and counties. By
contrast, non-home rule municipalities are subject to
many state restrictions in any event, and non-home
rul'tcounties usuallyare considered to be administra-
tive arms of the state, at least in pan. and naturally
subge,ct to a broad ran?e of state' mandates. Schodl
Jistricts, once Iar%ely alocal concern, now are viewed
aa o important 1o equal rlqhts, e%ual opportunir.’
and economic development that states have come to
Play astronger role infinancing and setting standards

or'them, Some special districts b)(contrast, perform
such obviously local functions that they remain rela-

tively removed from state _re_gul_atlon. Other districts,
howgver, have responsibilitigs in such fields as envi-
ronmental protection and transportation, in which
district activities cross local boundaries and take on
wstate” purposes.

THE ISSUEOF FUNDING

. Local governments face their public responsibili-
ties with varying degrees of fiscal capacity to respond
to federal and State'mandates. Governmental theory
aside, the major mandate issue for many local goverr-
ments is whether the}/ can_meet the financial de-
mands of state mandates within the financial limits
Imposed hy the state, that is. limits on |ocal taxing,
borrowing, and/or spending autharity, plus limits on
state and federal funding.” Decisionmakers in state
governments_are pressured stron?Jy by palicy advo-
Cates to consider only the substantive merits of indi-
vidug| programs_when weighing whether to assign
specific reSponsibilities ang costs to local govern-
ments. Local governments, however, have to contend
with the aggreqate impact of all mandates, compared
with their fotd taxmg capacity and any federal and
state aid that Is available, State officials do not always
consider local tax capacities before making decisions
that require the expenditure of local revenues. In
addition, states sometimes simultaneously place fur-
ther limits on local taxing or borrowing duthority as
they expand mandates.

.~ Much of the mandate controversy surrounds the
mismatch between mandated responsibilities and lo-
cal funding capacities. Several means can be used to
close the gap. These mclude_exPansmn of local revenue
authority, increased state aid for specific and ?eneral
Pur 0Ses (with or without fiscal capacity equalization
eafures), state reimbursement of specific mandates,
and provisions making certain types 0f state mandates
unenforceable if theyare not funded by the state.

One potential side effect of state mandates when
theY place financial burdens on local governments is
that they can induce privatization. Costs passed from
the federal government to state governments, and
from state governments to local’ governments, in
tum, can_ be passed on to the private sector. One
example is the rise of residential community associ-
ations (RCAs) that remove some demands for public
services from the local budget.17 Anather example is
the use of developer fees (and privately donated Pub-
lic facilities" in some states to cover a portion of the
COStS 0f new roads, schaols, sewers, parks, and other
facilities that must be built befqre development is
allowed to proceed. 1®Such privatization can increase
the influence of private developers in the develop-
ment of ?,ommunlt,le and diminish the influence of
public policies. Jurisdictions in need of economic de-



velopment may be particularly prone to passing on
mandated costs to the private sector.

Who Should Pay?

Obviously, someone has to pay for mandates, but
answering the question of who should pay is not easy.
This question is most complicated in the case of
state-local relations because, unlike the relation of
the states to the federal government, local govern-
ments do not have co-sovereign status with their
state. In the absence of specific state constitutional
provisions regarding mandates or local autonomy, a
state has broad legal authority to promulgate man-
dates for local governments.

Responsible Parties?

One argument for reimbursement is that those
who make policy should bear the responsibility of
paying forit. By this reasoning, the state should either
raise revenue or take revenue from other state
sources to provide payment for local mandate com-
pliance. A mandate reimbursement requirement
would compel the state to confront the real costs at
public policy and to weigh prioritiestan the absence of
a reimbursement requirement, state officials do not
have a strong incentive to assess costs, short term or
long term. Weighing priorities is also important be-
cause an unfunded mandate may displace not only a
local priority but also another state priority em-
bedded inanother unfunded mandate with which lo-
cal governments arc expected to comply.

The Greater Good?

The counterargumentisthat the legislature and
the governor represent all of the people of the state
and therefore can be understood as representing the
people’sinterests. Assuch, state officials may be said
to have a broader perspective on policy issues and to
be less tied, asa group, to particular parochial inter-
ests. Given thatcitizens must pay fora mandate in any
event, the state isobligated to consider the wisdom of
a mandate itself, but is free to dedde whether the
costsofcompliance are to be paid through local reve-
nues, state revenues, or some combination thereof.
Furthermore, if a state is obligated to reimburse all
mandates, then the state may at times be deterred
from making policy where it should make policy. If
local officials, who also represent citizens in their
various local capacities, object to a mandate, then the
appropriate arenas for settling this local-state differ-
ence can be said to be the legislative, judicial, and
electoral arenas. If local officials cannot prevail in
those arenas, then the state cannot be said to be
obligated to reimburse local governments for the cost
of complying with the mandate.

Equity

Meeting compliance costs with local revenues
rather than state revenues isnot necessarily inequita-
ble if it means that citizens pay for their own jurisdic-
tion's compliance and not for compliance by other
jurisdictions. Reimbursement from state revenues
could mean that citizens in some jurisdictions will
bear the costs of compliance in other jurisdictions as
well as their own. This arrangement could be inequi-
table if citizens injurisdictions that already behave in
ways that conform to the mandate must pay for com-
pliance in those jurisdictions whose deficient hehav-
lorprompted the state mandate. Thus, undera reim-
bursement system, citizens of an environmentally
progressive jurisdiction, for example, may end up paying
for the environmental insensitivities of other jurisdic-
tions. A reimbursement system, therefore, could en-
courage less enlightened jurisdiaions to sit on their
hands waiting for state money rather than aaing on
their own. Such behavior could produce a general cli-
mate of local reluctance to initiate change and innova-
tion. At the same time, if the state is obligated to pro-
vide reimbursement for all or most mandates, the state,
too, could become less open to change and innovation.

Anargumentfor reimbursement, however, is the
extent to which the state tax system imposes tax bur-
dens more equitably than most local tax systems. If
local tax systems arc more regressive than the state
tax system, orare too limited geographically to match
costs with beneficiaries equitably, then unfunded man-
dates may exacerbate these conditions. Yet. a reim-
bursement system may aggravate other problems, such
as fiscal disparities, if revenues are transferred to both
poor and wealthy jurisdiaions for mandate compliance.

When a state or the voters statewide impose limits
on the taxing, borrowing, and spending authority of
local governments, however, the state cannot then
equitably impose unfunded mandates on those local
jurisdiaions. Italsowould appear inequitable for a state
to set limits on its own taxing, borrowing, and spending
authority, and then shift the costs of policy initiatives to
local governments in the form of unfunded mandates.

Passing the Buck

Virtually everyone recognizes, however, that un-
funded mandates sometimes represent little more
than an unwillingness on the part of state officials to
confront voters direaly with the true costs of public
policy. Unfunded mandates can give citizens the im-
pression that they are getting something for nothing.
Iflocal officials later must raise taxes or fees tocom-
ply with mandates, they are not likely to be able to
shield themselves from adverse voter reaaion by
pointing to a state mandate millstone. Consequently,
a constitutional or statutory mandate reimbursement
requirement can act asa check on the ability of state
officials to pass the tax bill on to local officials.



M oral Obijectives

Even if the principle of reimbursement is ac-
cepted. however, not all mandates carry a clear moral
obligation for reimbursement. Is a state, for example,
obligated to reimburse a jurisdiction for compliance
with a mandate that is intended to remedy racially
discriminatory policies or corrupt activities long prac-
ticed by the jurisdiction? In other words, some man-
dates fall into a category in which it can be said that the
mandate isa state response to some abuse or dereliction
of responsibility by a few or many local jui Isdictions. In
these cases, one might argue that local officials ought to
be required to face up to their responsibilities.

State Policy Change

At the same time, however, a case for reimburse-
ment can be made where a mandate requires local
governments to do something previously prohibited
by the state or to stop doing something previously
permitted or required by the state. In other words,
when a state changes its policy, it would seem to be
under some obligation to bear some of the costs im-
posed on local governments by that change.

Cost D ifferentials

Reimbursement systems also can mask the true
costs of living in particular kinds of communities.
That is, certain kinds of costs to citizens arise from
living in a big city, a suburban municipality, or a rural
community, for example, and in different areas of a
state. A particular mandate, therefore, may impose a
heavier burden on one type of jurisdiction than
another yet, to the extent that citizens choose to live
inone type of jurisdiction rather than another, a reim-
bursement system can mask the true cost of that choice
and allow citizens to enjoy a residential choice at less
than true cost to themselves and more cost to others.

Practical Problems

It is not always easy, of course, to estimate the
fiscal impacts of mandates across time and across a
multiplicity of jurisdictions. No matter how refined
and nonpartisan the estimating techniques used in
fiscal notes processes, those techniquesare subject to
error. Estimating equitable rates of reimbursement
becomes all the more problematic when reimburse-
ments are to be provided over a period of years or,
theoretically, in perpetuity.

Another practical problem is that legislators are
inclined to circumvent mandate reimbursement re-
quirements. Debatesarise overcost estimates, defini-
tions of mandates, and whether a particularaa isa
mandate falling within a reimbursement require-
ment. Thus, the process can become politicized, with

the state seeking to pay the least and local govern-
ments seeking to obtain the most.

Need for M andates

The debate over reimbursement, however, ob-
scures the more fundamental questions, namely,
what and how should the state mandate? It is not
self-evident that states need to enact a large number
of mandates. The problem for local governments of-
ten lies in the proliferation of highly detailed man-
dates. and mandates that serve mainly to microman-
age local governments and public services. Where
such mandating occurs, an argument can be made for
reimbursement because such detailed mandating con-
verts local governments into mere administrative arms
of the state, thus defeating one of the major purposes of
having local governments in the first place.

THEISSUE OFLOCALAUTONOMY

State mandates are of considerahle concern to
local governments because they reduce localautono-
my. Essentially, a mandate substitutes state priorities
for local ones, although state and local priorities
sometimes may coincide. Some local officials believe
that by depriving local governments of control overa
significant portion of their budgets, state mandates
diminish local governments' ability to respond to their
own citizens’ needs and priorities. In some cases, how-
ever, localities may be happy to shift the political re-
sponsibility for a necessary but unpopular mandate to
the state, and let state officials take the heat.

State mandates also may be inappropriate be-
cause the state is not close enough to the operating
detailsof mandated programs to establish them in the
most effective and efficient forms. On the other
hand, being too close to the problem and all of its
politicalcontroversies, aslocal officials often are, may
paralyze needed public action. Although local govern-
ment decisionmakers have to maintain their account-
ability to their own citizens, they also are accountable to
the state and have a responsibility to help meet state-
wide needs that have effects beyond the borders of
individual localities. This spillover effect, however,
creates arguments for state financial responsibility.

MANDATESAS VIRTUEAND VICE

The issue of mandates is difficult to deal with,
inpartbecause mandatesare both avirtue and avice
of a federal system. They are a virtue in the sense that
citizens can tum from one government to another in
ordertoobtain action on theirconcerns. Iflocal govern-
ment is not responsive to a particular concern, then
citizens may tum to their state government or to the



federal government. Such forum shopping, or “prag-
matic federalism,!'19 expands citizen choice and oppor-
tunities to influence government. This isa major reason
for not having centralized government.

Atthe same time, mandating isa vice in the sense
that it encourages centralization and reduces ac-
countability by removing decisionmaking from local
arenas and. in the case of unfunded mandates, by
allowing one government to satisfy a set of citizen
concerns while requiring other governments to con-
front citizens with the tax bill. Mandating encourages
citizens to do end runs around their local govern-
ments rather than engaging their fellow citizens in
the debate and action that might be necessary to alter
or introduce a local policy.

M andates rarely are invented by legislatorsoutof
thin air; instead, they are generated by constituents
seeking action for their own benefit or for the benefit
of their neighbors. As more legislators become
full-time legislators, moreover, they are likely to face
more constituent pressures for mandates. Conse-
quently, whether or not there are constitutional or
statutory provisions for reimbursement or fiscal re-
lief. local governments will have to be attentive to the
political dynamics of mandating in today's highly inter-
dependent and intergovemmentalized environment.

SUMMARY OF STATE
MANDATING POLICIES

State mandating policies include a substantial
numberofdifferent elements. Each of the following
strategies has been drawn from the practices and

quiring the legislature to specify a policy
objective in a statement attached to or
combined with mandate legislation.

Procedural requirements for commit-
tees and each house of the legislature
foraction on mandates (e.g., recommis-
sion to a substantive committee on a
point of order, an extraordinary major-
Ity-vote rule)

Emphasis on results rather than process
in mandates.

Provision for local flexibility in methods
of compliance.

An appeals process, especially for locali-
ties that may have particularcompliance
problems, and especially when process is
detailed in @ mandate.

Inclusion of & sunset provision in man-
dates.

'L_\ “scal notes process—or at least estab-
isn that fiscal notes are important In
Pnnuple—to determine the probable
iscal impact of mandates on local gov-
ernments. (About 42 state legislatlres
have spme type offiscal notes process, as

does the Cangress.)

A mechanism for measuring local gov-
ernment fiscal stress, with mandate
costs Included in the measure.

recommendations of states represented in this re- Approaches toMandate Funding
port, as well as other states.

Several options are available to fund state man-
dates to local governments:

m Mandate reimbursement. As of 1988. at

m A definition of mandates acceptable to
all parties concerned.

m A comprehensive inventory of man-
dates, updated periodically.

A mandate review program to modify or
repeal mandates as appropriate.

m  Use of mandating as a last resort, after
Other cooperative approaches fail, and
after careful consideration of whether a
state interest really needs to take priority
over the right of local self-government.

[ ] Involvement of local officials in the for-
mulation of necessary mandates.

N Use of the state ACIR as a key point of
interaction and mediation.

a Requirements that legislative intentand
compliance criteria be clear, perhapsre-

least 14 states had eitheraconstitutional
or a statutory general mandate reim-
bursement requirement20 (Constitution-
al: Calitornia. Hawail. Michigan. Mis-
souri._New Hampshire. New Mexico,
and Tennessee. Statutory. Colorado.
Florida, Illinois, Massachusetts, Mon-
tana, Rhode Island, and Washington).2

Rules that allow local %overnments toig-
nore certain mandaies that are not
funded by the state. EThIS still requiresa
definition of mandates, however.)

State assumption of responsibility forse-
lected local functions, or swaps of func-
tions hetween the state and local gover-
ments. (A state ACIR could examine such
ISsues and make recommendations.)



m Specific functions or services treated as
shared state-local responsibilities and.
therefore, financed on a cost-sharing
basis.

m Expansion of local government revenue
authority to help localities meet man-
date compliance costs.

m Provision of more general aid to local
governments, especially through a
program of fiscal capacity and fiscal
equalization revenue sharing. (So long
as the state assumes responsibility for
ensuring local capacity to perform
functions, both  mandated and
non-mandated. state mandates are
less likely to be burdensome, and the
state itself can link policies with costs.
Thisapproach does not solve the prob-
lem of determining the costs of man-
dates. but u may simplify matters and
be more equitable than mandate-
by-mandate reimbursement,)

THE STATE CASES

The studies presented in this volume representa
variety of approaches to state mandates. They are
organized along a continuum of responses to man-
dates: informational approaches (catalogs and fiscal
notes) to aid in decisionmaking, reimbursement of indi-
vidual mandates, legal limits on mandating, and fiscal
equalization as an alternative to reimbursement.

The Ohio study, prepared by the Local Govern-
ment Advisory Commission, describes the process of
a state just beginning to deal with some of the effects
of mandates by providing information about them in
the legislative process.

The South Carolina report, written by the South
Carolina ACIR, describes itsexperience with catalog-
ing mandates and implementing fiscal note require-
ments. The study includes a comprehensive discus-
sion of a variety of approaches to mandates drawn
from an examination of six other states.

The Rhode Island case describes the state’sexpe-
rience with a statutory reimbursement requirement.
The paper discusses the process of reimbursement,
the direct fiscal impact of reimbursement, and the
requirement’sability to make state officials more sen-
sitive to local fiscal needs and conditions.

The Florida paper, prepared by the Florida
ACIR, also discusses a statutory reimbursement re-
quirement, along with other available strategies. It
examines the state ACIR’s monitoring and review
activities, and ctplains that Florida reimbursements can

take the form of either direct compensation for funds
expended or additional local revenue-raising authority.

The two Massachusetts papers concern a provi-
sion in the Proposition 2+2 local tax limitation law
initiated by the voters that requires state funding of
state laws or agency rules or regulations that impose
additional costs on cities or towns. If the common-
wealth does not assume these costs, its mandates
cannot be enforced. The first Massachusetts paper
discusses the mandate funding rule itself: the second
discusses the rule’s implementation via cost estima-
tion. reimbursement, and up-front funding.

The Connecticut and New York studies take a
different approach to mandates. After careful study
of the mandates issue and reviews of the use of fiscal
notes, Connecticut rejected a reimbursement re-
quirementandopted forvoluntary reimbursement by
the legislature, an option that hasyet to be used. Like
New York.Connecticut placed its primary reliance on
increased general state aid to municipalities.

The New York study discusses the pros and cons
of several approaches and concludes that increased
general state aid answers most of the objections of
local government officials. It cites significant admin-
istrative and financing problems with the reimburse-
ment processes in California and Massachusetts, and
calls for “sorting out" the proper state and local ser-
vice responsibilities as a foundation for a strategy of
better service delivery.

These studies are presented to help inform state
and local officials in states considering mandate is-
sues. These issues are at the heart of sound state-
local relationships. The success of any given strategy
will depend on the extent to which it represents
agreement between state and local governments and
is followed in good faith by all parties.
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OHIO: DEVISING A WORKABLE SOLUTION

The State and Local Government Commission of
Ohio chose state mandates to local governments as a
topic for research and action in February 1987. Lieu-
tenant Governor Paul R. Leonard, chairman of the
commission, appointed six of the commissioners to a
subcomm ittee to determine the effect of mandates
on local governments and to devise a plan of action
for the commission’s approval.

Prior to the commission taking up the study of
state mandates to local governments, other organiza-
tions had considered the dilemma. The Ohio Town-
ship Association, the Ohio Municipal League, and
the County Commissioners’ Association of Ohio had
an interest in curbing state mandates. The County
Commissioners' Association is continually making
suggestions and recently appointed a Mandate Thsk
Force. In Ohio, counry government may perform only
functions detailed by the General Assembly. More-
over, a county’s ability to raise revenues is limited by
the state constitution and the Ohio Revised Code.
Within these limitations, counties usually bear the
brunt of state mandates without additional funding,
so they had ample reason to be concerned.

Bills had been introduced periodically in the state
legislature to curb state mandates on local govern-
ments. without result A few legislative task forces
touched on the mandate problem, but none followed
up withaction. Finally, in“Helping Ohio’sCommuni-
tiesRespond to Federal Cutbacks: Life after Dearth."
the Select Committee to Study the Effects of Federal
Cutbacks on Local Governments recommended that
the State and Local Government Commission com -
pile a catalog of mandates.

In 1977, the legislature passed a law requiring the
Legislative Budget Office to prepare fiscal notes for
bills that “appear to affect the revenues or expenditures
of the state, a county, municipal corporation, township,
school district, or other governmental agency" (ORC
103.14) and are ready fora floor vote. An actual dollar
impact estimate was attempted but not alwaysachieved
because of the unavailability of reliable data.

* Lisa Pan McDaniel wrote this report

TO THE MANDATE DILEMMA*

THE COMMISSIONSTUDY
AND RECOMMENDATIONS

An important starting point for the commission's
work on mandates was deciding on a definition. Real-
izing that mandates come from various sources and
take different forms, the commission chose the fol-
lowing broad definition. It defined a mandate as a
legal requirement, a constitutional specification, a
statutory provision, an administrative regulation, ora
court order that local units of government must es-
tablish or modify a specificactivity or provide aservice
to meet minimum state standaras.

The commission’s mandate subcommittee estab-
lished an advisory committee to help review the issue
and help develop final recommendations to the State
and Local Government Commission. Both commit-
tees met to6ether to review national studies of the
mandate problem and other states' responses, and to
listen to the local governmentassociations’concerns.

The mandate subcommittee sent a survey to all
state legislators in July 1988. It covered the major
mandates for solid waste, contract bidding, prevailing
wage, and jail standards. A follow-up letter in Sep-
temberbrought the response rate up to 17 percentof
the state representatives and 16 percent of the state
senators. The returned surveys were split evenly
among Democratsand Republicans. Overall, the leg-
islatorswho responded were sympathetic to local gov-
ernments and open to some kind of reform. Few.
however, indicated any initiative in leading the battle
against mandates.

By December, the mandate subcommittee sub-
mitted four recommendations to the State and Local
Government Commission. The first recommenda-
tion was to compile a comprehensive document out-
lining legislative, administrative, and executive order
mandates. This catalog would serve several purposes:
(1) the total number of mandates currently imposed
on local governments could be determined: (2) araly-
siswould reveal time frames during which mandates
were likely to be passed: (3) outdated and unneces-



sary mandates could be reviewed: and (4) funding, or
lack thereof, could be analyzed.

The second recommendation called for the for-
mation of a mandate review committee to work in
conjunction with the legislative budget office and the
local government associations. At the end of each
legislative session, thiscommittee would analyze laws
passed for trends in mandates and funding. The com-
mittee also would devise a review procedure for
weeding out unnecessary and outdated mandates.

The third recommendation called for a fiscal
note network to be developed among representative
cities, villages, townships, and counties to provide
information on the fiscal consequences of various
legislative proposals on local government. This infor-
mation would be included in the fiscal notes attached
to legislation. The idea behind this recommendation
was to increase the accuracy of the fiscal note and to
make the information more concrete in a legislator's
mind by using actual local governments as examples.

The final recommendation called for strongly
worded legislation to be introduced by the commis-
sion's legislative members. This legislation required
that the state fund the cost of a mandate or provide a
means of funding for the local government. It also
provided that no bill be voted on by the General
Assembly withoutacomplete and accurate fiscal note
attached. The last component of the legislation ex-
panded the fiscal note requirement to include admin-
istrative rules and executive orders.

IMPLEMENTATION

The State and Local Government Commission
approved all four recommendations and directed the
staff to begin implementation. The fiscal note net-
work was the first to be implemented. Local govern-
ments asked to participate were enthusiastic to be
able to make a direct contribution to the legislative
proress. and the Legislative Budget Office was open
to having access to more accurate fiscal information.
The network was in operation by the first half of the
legislative session.

The procedure forcompiling the catalog was pat-
terned after that developed by the South Carolina
ACIR. A third-year law student was hired to review
the Ohio Revised Code to extract all current man-
dates. each of which was categorized by the local
governments it affected, approximate amount of fis-
cal impact, and the function of government to which
the mandate applied.The processtook three months.
The information willbe entered into adata base man-

agement program so that u can be used and printed in
an easily understandable format.

Mandate legislation was introduced on January
30. 1990. by the four legislative membersrf the State
and Local Government Commission: Sen. Richard
Schafrath. Sen. Lee Fisher. Rep. Jerry Krupinski.and
Rep. Ron Amstutz. The commission made every ef-
fort to getas much input as possible on the legislation
from the local government associations, key legislators,
and other players in the process before it was intro-
duced. The legislation did not pass in the 1990 session.

The legislation is summarized by its first section:

Any bill that, according to the local impact
statement (fiscal notc| prepared by the Leg-
islative Budget Office, has the effect of re-
quiring a county, townships, or municipal
corporation to perform or administer a new
or expanded program or service having a net
additional cost... for some or all affected
counties, townships, or municipal corpora-
tions. shall include an appropriation suffi-
cientto fund such netadditional costof com-
pliance with that requirement.

If the legislature chooses to exempt itself from this
requirement, it must take a separate vote on whether
the bill w'l be exempt before voting on passage.

Other key points included are: Executive orders
and agency rules must have fiscal notes attached.
Fiscal notes for bills must be completed before the
third hearing. Executive orders are exempt from the
appropriation requirement.

The bill provided that the State and Local Gov-
ernment Commission would serve as an appeals
board for local governments that argue that a man-
date did not have sufficient appropriations. The deci-
sion of the commission would be final.

CONCLUSION

The mandate issue has been around for a long
time. Itisnot unique to Ohio or to local governments.
Every state has imposed unfunded mandates on its
local governments. In tum. state governments, as
well as local governments, are subject to mandates
imposed by the federal government. Acknowledging
that government isat a period of significant change,
and that the relationship between state and local
governments is an important component of that
change, the State and Local Government Commis-
sionof Ohio willcontinue towork toward strengthen-
ing that relationship. A workable solution to Ohio's
mandate problem will further that agenda.



SOUTH CAROLINA: STATE MANDATED LOCAL GOVERNMENT
EXPENDITURES AND REVENUE LIMITATIONS*

A mandate, defined in its broadest sense, is a
mechanism by which local decisionmaking authority
isinhibited. TTie U.S. Advisory Commission on Inter-
governmental Relations (ACIR), in a study of state
mandates on local governments, focused on the sub-
stitution of state priorities for local priorities as a basis
for examining the scope and influence of mandates.
ACIR defined a mandate as a "legal requirement,
constitutional provision, statutory provision, or ad-
ministrative regulation that a local government un-
dertakeaspecificactivityorprovide a service meeting
minimum state standards."*The idea of substituting
priorities suggests that the mandated activity is not
desired mutually by the state and locality. If there isa
mandate on the local government, then a stria inter-
pretation of the definition forces the conclusion that
the mandate represents a state objcaive and that a
similar local objcaive does not exist.

Beyond the definitional problems, mandates
tend to elicit strong feelings from state and local
leaders, b many, at the core of the controversy isa
power struggle between state and local leaders over
control of the locality. Even when the state compen-
satesthe locality for the mandate, local leaders some-
times believe that their ability to do the job to which
they have been eleaed is diminished. When there is
no reciprocal support for an imposed mandate, the
locality isforced to find new ways to generate revenue
or strain existing revenue sources to comply with the
mandate. There is no guarantee of support for many
state mandates. Legislators can impose unwanted
and possibly unnecessary standards on local govern-
ments effectively without taking any fiscal responsi-
bility for havingdone so. One of the most frustrating
situations encountered by localities involves a new
mandate requiring additional revenue when an exist-
ingmandate limits the ability of the local government
to raise revenues to fund the new mandate.

One of the more popular justifications for man-
dating is to shift responsibility for services from the
state to local governments. While mostagree that lo-

» Janet Kelly wrote this report.
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cal service provision generally is more responsive to
the needs of residents, local leaders argue that the
shift comes without adequate fiscal assistance from
the state or with preexisting mandates that make gen-
erating additional revenues impossible without rais-
ing property tax rates. Localities, on average, are
amenable to receiving responsibility for local services
when there isadequate fiscal assistance or fiscal flexi-
bility from the state. When localities are given a ser-
vice provision task without assistance or autonomy to
provide it, local leaders charge that the state budget
has been kept viable at the expense of local budgets.
From a purely political standpoint, a mandate can en-
sure that the responsibility for unpopular tax increases
rests with local officials rather than state legislators.

APLANOFSTUDY

The South Carolina Advisory Commission on In-
tergovernmental Relations (SCACIR) responded to
these concernsabout mandates with a five-part series
of reports.

Partone offered an elaboration of the issuesand
problems and a justification for a long-term commit-
ment to the study of mandates. Part two examined
seleaed mandate studies from other states, with careful
attention to methodology, scope, policy recommenda-
tions. and implementation criteria. The results were
considered in light of South Carolina’s needs. Part
three provided an indexed catalog of existing state
mandates and a look at legislative and agency man-
dating behavior. Part four contended with the cost of
mandates to the locality. The final phase of study sum-
marized the insights gained from the previous reports
and translated them into policy recommendations.

THE BENEFITOF EXPERIENCE

Decreasing federal and state revenues and in-
creasing mandates to local political subdivisions have
left many localities with a choice of either discontinu-
ing services or raising property taxes. Because both
alternativesare unpopular, local leaders have turned



to their state Ieglslatures to reljeve the man?late bur-
den. Increase state ajd to localities, or free localities
t0 generate revenue from some source otherttapn the
property tax. When Ieglsatures ave attempted man-
date reform, the apprdach generally has taken one of
two farms. -

Irst, some states have constitutional amend-
ments that free localities entirely from the cost of
state-imposed mandates. This apgroach follows from
the belief that compensator)( financial aid must follow
a mandate. In cases where the mandate requires the
locality to do something (mandates service or pro-
%am quantity or _quaht;%, the state full¥ reimburses

e cost cf the aCtIVI'[){. Léss frequently, the state also
will compensate the Tocality for any restrictive man-
date. The more common restrictive mandates involve
tax exemptions and other revenue limiting statutes.
Fifteen states have some type of constitutional
amendment regarding mandate costs. The experi-
ence of these states' programs suggests that the con-
stitutional amendment ap_Proac I effective only
when the legislative commitment to the amendmerit
remains strong through changzln membership. Man%
states that have chosén to restrict mandating throug
a constitutional amendment report routing circum-
vention of the intent of the amendment.

The second alternative, fiscal notes, usually ac-
companies any reimbursement or full funding consti-
tutional amendment. Fiscal notes also are “used in
many states where there is no commitment to full or
partial funding. A fiscal note statute ensures that
each mandate will be accompanied by an economic
impact statement that estimates the cost to localities,
There are, however, few guarantees that the note will
be Prepare_d by a disinterésted party, that there will be
sufficient information, expertise; and resources to esti-
mate costs accurately, and that legislators will consider
the costs to localities and feel obllgzated to mitigate
them when the mandate bill isbefore them. Most states
that have a fiscal note statute report that the practice
rarely accomplishes the intent of the statute. =

he states selected for review were examined
from the introduction of their study through the egis-
lative process to implementation, with a discussion of
the shortcomings and strengths of their programs
based on interviews with those responsible for the
programs. The six states discussed here—Pennsylva-
nia, Vermont, Florida, lllinois, New York, and Virgi-
nia—were chosen for their diversity of experience
with the mandates problem and not for their compa-
rability with South Carolina. Some of the programs
are sticcessful, some are not. In each case, the state
has a unique Perce tion to bring to the mandates
issue and a difrerent message for other states.

South Carolina could benefit from the experience
of these sixstates iffiscal notesand mandate reimburse-
ment legislation prove to be warranted by further study.

%

Pennsylvania

. The Pennsylvania Local Government Commis-
sion demonstrated mow a well planned inventory
methodolog;fcan serve as the basis for further man-
dates study: The necessity of desenbing the mandates
problem in exact terms has been shown in Pennsylva-
nia. as well as In other states. Pennsylvania reports
that its catalo? IS used frequently by State and local
agencies, local governments, public’interest ?rouPs
and the academic community. The state also Tackled
another difficult issue—periodic investigation of pre-
viously enacted mandates, to determine whether the
intent’ is being preserved In implementation. This
difficult and Subjective task helps.ensure that the
meaning of the original legislation is not convoluted
by practice and initiates thé first step toward elimina-
tion of mandates that have outlived their usefulness.

Vermont

While Vermont and South Carolina have few com-
mon characteristics, the Vermont exRerlenc_e was help-
ful in pointing out the resentment that legislators and
local governmient leaders may harbor toward each oth-
er, esRemally where mandates are concerned. Believing
that the striggle for control over local functions inhibitS
good goverriment, city and county leaders in Vermont
su?gested that they and state legislators should interact
before, during, and after a mandate is passed. This point
was reinforced by Florida ACER.

Vermont—I[ike New York—has offered an en-
hancement of state revenue sharing money as an
alternative to difficult and controversjal cost analysis
of individual mandates. This approach requires only
that legislators recognize that mangdates existand cost
money. Both states have concluded that less-than-
full réimbursement in the form of aid enrichment is
better than no support while cost quantification is-
sues are being debated.

Florida

The Florida experience was most instructive. The
statutory limitation on the cost of mandates required a
fiscal note anda financing plan for each mandate. With-
out the note, it Is impossible to create a means of
financing the mandate. The Florida Ieglslature hasheen
(wlte adeptat circumventing the fiscal note statute, and
the constitutional problem that prevents the legislature
from being bound'in advance isone that any state con-
sidering stich legislation must research fully.

New York

The New York Legislative Commission on Ex-
penditure Review (LCER) offered some startlln%
conclusions about mandates based on its survey wor



with local government officials, who were guaranteed
anonymity. The survey results suggest that local lead-
ers are not burdened by mandates. Because New
York restricted its analysis to active mandates and did
notinclude revenue-restrictive mandates, the finding
is plausible. Several other states, including Vermont
and Virginia, concluded that revenue-restrictive
mandates were much more troublesome than those
that required localities to provide a service or pro-
gram. or that established quality or quantity levels for
a service or program.

New York made two substantial contributions to
the literature. First. LCER concluded that local lead-
ers cannot distinguish effectively between voluntary
compliance and a mandate. This conclusion is sup-
ported by ACIR's 1978 study. W hile the finding points
to aserious problem with local leadersand gives merit
to the suggestion that interaction between state and
local leaders is advisable, it calls into question other
conclusions drawn from New York’s survey. For in-
stance. ifan inventory of mandates is generated from
a survey of respondents who cannot specify man-
dates. how accurate and comprehensive can the in-
ventory be? Similarly, if respondents are unsure
about the extent of mandates, how can they conclude
that mandates are not a problem for local govern-
ments?

LCER offered a second important hypothesis. It
suggested that some mandates may be perceived as
state imposed while, in fact, they arc “passed
through" the state from the federal government to
the localities. So far, little attention has been given to
this problem, but the issue has considerable research
merit and should be explored fully ina comprehen-
sive study of mandates in any state.

llinois

The Illinois reimbursement program benefits
from the experiences of California and Montana,
leaders in reimbursement legislation. The fiscal note
flaws thattrouble Florida so greatly have not surfaced
in [linois. From all indications, the economic impact
statements are thorough, methodologically sophisti-
cated, and aIways accompany any mandate bill. But
lllinois has apother kind of problem. Instead of cir-
cumventing fiscal notet to avoid reimbursing locali-
ties, the legislature hasamended the reimbursement
bill to exclude pending mandates. Five years after the
bill was passed, the state never had reimbursed a
locality for any mandate. But there have been only
two mandates passed since 1981. both involving pen-
sions and both exempted by amendment to the origi-
nal reimbursementbill. Despite thisshortcoming, the
conspicuousabsence ofadditional mandates since the
passage of the bill suggests that the Illinois system,
while not perfect, isone of the more effective.
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Virginia

Two things make the Virginia study unique. First,
mandates were found to contribute toa larger prob-
lem—fiscal stress among local governments. The
Legislative Audit and Review Council (LARC) took
the position that when the causes of fiscal stress were
identified and addressed, mandates would become
less burdensome for the localities. I; recommended
full funding of mandates in conjunction with egual-
ization legislation for cities and counties and in-
creased state formula revenue sharing. The Virginia
legislature made an historical commitment of support
to local governments and directed that a study be
undertaken on the impact of mandates. This con-
trasts with the experience of other states, whose legis-
latures have been either nonsupporuve or antagonis-
tic toward efforts to reduce the burden of mandates
on local governments.

Recommendations from the Review

The South Carolina Advisory Commission on In-
tergovernmental Relations offered the following rec-
ommendations based on its study of other states' ex-
periences:

m SCACIR should continue to study the
mandates issue and provide local gov-
ernment leaders with timely informa-
tion through a comprehensive inventory
of state mandates.

m The comprehensive inventory should be
generated and made available to alt in-
terested groups. A comprehensive clas-
sification indexed by subject and locality
can serve informational needs best. Ap-
propriate featuresofother states' inven-
tories should be incorporated.

m Local government leaders should be en-
couraged to participate more fully in the
state legislative process, and legislators
should be encouraged to be more recep-
tive to local government participation.

m  Fiscal notes should accompany each man-
date bill. They should be prepared by a
disinterested group charged with prepara-
tion of all notes. They should be sophisti-
cated methodologically and should con-
tain precise language in referencing the
cost of the bill under consideration.

m Previously enacted mandates should be
reassessed periodically to determine
whether their legislative intent is pre-
served in implementation. Recommen-
dations for revision or repeal should fol-
low each reassessment.



m [Taconstitutional amendment on state
mandates isconsidered, the amendment
should be researched carefully to ensure
that it does not violate any other provi-
sions of the state constitution.

m [fa reimbursement program is consid-
ered. the six factors that contribute to
success should be implemented fully.2
Any exclusion to a reimbursement pro-
gram should be identified clearly and
well documented.

m Aid enhancementshould be consideredas
an alternative to a constitutional amend-
ment or full reimbursement program if
the cost of such programs are prohibitive.

m Theimpactof mandateson local govern-
ment finance should be incorporated into
any composite index of fiscal stress de-
signed to determine those localities that
are most in need of financial assistance.

m |fthe purpose of possible mandates leg-
islation orany other response to the bur-
den ofmandates on local governments is
to address the source of the greatest fis-
cal stress, particularattention should be
given to revenue-restrictive mandates.

MANDATES INSOUTH CAROLINA

South Carolina appears to have more state man-
dates on local governments than any of its southeast-
ern neighbors. Most mandates have been imposed
legislatively (ss percentX while the remainder were
imposed administratively (12 percent). The first man-
date appeared in the late 17th century; it prohibited
worldly worJcon Sunday, except by those who practice
a faith that observes Saturday as the Sabbath and who
happen to reside in Charleston County. One of the
latest mandates involves the distribution of assets seized
during arrests for trafficking in illegal substances.

The definition of mandates used by SCACIR to
generate its catalog is broader than most others.
Those statutes, regulations, ororders that require the
locality to undertake an activity or to comply with
some standard, even when the locality would have
undertaken the activityor complied with the standard
voluntarily,isa mandate. Similarly, any statute, requ-
lation, ororder thatprevents the locality from under-
taking an activity, even when the locality would not
consider undertaking it in the absence of the statute,
regulation, or order, isa mandate. Finally, even though
pass-through mandates are not wholly creations of the
state, they still affect the decisionmaking ability of local
governments and are treated as mandates.
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Legislative Mandates

SCACIR research indicates that 608 legislative
mandates had been enacted as of 1986. O f these. 568
are enforceable; 34 either have been repealed or
found unconstitutional by subsequent case law.

The first dramatic increase in legislative mandates
occurred in the decade 1961-1970. when 71 were en-
acted (approximately seven per legislative year). In the
following decade. 1971-1980. there were 105 mandates
enacted, approximately ten per legislative year. From
1981 through 1986. 57 mandates were enacted, main-
taining the ten per year average of the prior decade.

In 1983, the legislature enacted a law that re-
quiresa fiscal impact statement to accompany ail bills
that impose an expenditure by local governments.
Section One of the “fiscal note" bill states:

Whenever a bill or resolution is introduced
in the General Assembly requiring the ex-
penditure of funds by acounty or municipali-
ty, the principal author shall affix thereto a
statementofestimated fiscal impactand cost
of the proposed legislation. Prior to report-
ing the billout ofcommittee, ifthe amount is
substantially different from the original esti-
mate, the committee chairman shall cause a
revised statementof the estimated fiscal im-
pact of the bill to be attached to the bill. As
used in this section, “statement of estimated
fiscal impact” means the opinion of the per-
son executing the statement as to the dollar
cost to the county or the municipality for the
first year and the annual cost thereafter.”

The intentofsuch legislation generally is to require
legislators to consider the economic consequences of
their directives to local governments. The effect, in
most states, is a significant reduction in the number of
mandates passed by the legislature. In South Carolina,
43 mandates have been passed by the General Assem-
bly between the time the fiscal note bill became law in
1983 and 1986, an average of 14 per legislative year.
Since ten mandates was the average per legislative year
prior to the requirement, the fiscal note law docs not
seem to have had an inhibiting impact

AdministrativeMandatesand ExecutiveOrders

There are currently 72 mandates to local govern-
ments imposed by state agencies. All of them are
enforceable. Seventy percent of the mandates are
imposed by the Department of Health and Environ-
mental Control. They deal with health care stan-
dards. communicable disease control, inspection of
public areas and products, and standards for water and
waste disposal systems. The state Budget and Control
Board imposes 13 percent of these mandates, and the
remaining 17 percent come from the state retirement



system. Land Resources Commission, "Cue Commission.
Department of Education. Law Enforcement Division,
Public Service Commission. Health and Human Ser-
vices. and the Contractors Licensing Board.

Only three executive orders imposed mandates on
local governments. One, issued during the administra-
tion of Governor James Edwards (1974-1978), requires
magistrates to dispose of their cases expeditiously. The
other two. issued by Governor Richard Riley
(1978-1986), deal with issuance of tax-exempt pn-
vate-activity bonds under the Tax Reform Act of 1984
and the TaxReformA a of/986. The latterorder was set
to terminate when the legislature acted on the matter.

W hat is Being M andated?

The mandates were classified by function. The
most common mandates involve the general operation
of local government. Other significant categories in-
clude education, public safety, and revenue exemptions.

Who is Responsible for Compliance?

Ofthe 683 mandates.93 percent(638) were appli-
cable to counties, 39 percent (268) to municipalities,
and 17 percent (113) to special purpose districts.
Many mandates apply to more than one unit of local
government. Thirty-four of the mandates are no
longer enforceable.

The total number of mandates to specific local
government officials is 344. Law enforcement per-
sonnel (63), treasurers (36). auditors (29). magistrates
(24), and clerksofcourt (20) account for 50 percent of
the total state mandates to local governmentofficials.

Federal Pass-Through Mandates

The analysis was expanded to include mandates
originating from the federal government because
they require as much compliance as those from the
state. Frequently, studies have failed to make the
distinction between state-initiated and federal
pass-through mandates because the latter often ap-
pear in the state statutes and are not easily identifi-
able as pass-through mandates.

When a mandate is imposed by the federal gov-
ernment, the state often is charged with ensuring
compliance. For this reason, the mandate is incorpo-
rated into the body of state laws affecting local gov-
ernments and appears, at least on its face, to be a
creation of the state. Further, some federal mandates
are strengthened at the state level. When a state
wishestoimpose clean air standardson its localities at
a level greater than that required by federal stan-
dards, it may do so in the form of a mandate. These
also are incorporated into state law and are the most
difficult pass-through mandates to categorize be-
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cause they are not. strictly speaking, either federal or
state mandates, but a combination. O f the 200 man-
dates reviewed by the agencies responsible for their
enforcement. 13 (7 percent) were determined to be
federal pass-through mandates.

M andates by Budget Proviso

Each year, the South Carolina General Appro-
priations Act contains temporary provisos that affect
state agencies, employees, and local governments in
the same way asa permanent mandate. The locality is
required to comply fully with the language of the
provisos, some of which are repeated from year to
year while others appear only once. These provisos
cannot be incorporated into a catalog of state man-
dates because of their temporary nature, but they
must be mentioned in any discussion of state author-
ity over local decision processes.

Repealed and Unconstitutional M andates

The state legislature has repealed 31 mandates
since 1976. Most of these statutes set fee schedules
that have hecome outdated. Other repeals, however,
indicate some change in legislative attitude, such as
repeal of the blue laws prohibiting certain sales on
Sundays. The majority of mandates that have been
repealed were enacted more than 50 yearsago. There
are many other mandates still in effect that might be
candidates for repeal during future legislative ses-
sions. Only three legislative mandates have been de-
termined to be unconstitutional by case law.

Traditional Mandates

Some mandates exist not so much formally as in
the perceptions of state and local government offi-
cials. Commonly called “traditional™ mandates, these
are based on custom ratherthan law. While there are
many kinds of traditional mandates in South Caroli-
na, none seems as irksome to local government offi-
cials as the provision of office space and supplies to
state agencies. In some cases, this is specified by law,
as for officers of the circuit court, but in other cases,
an historical series of events has led to the common
belief that the locality is responsible for housing and
supplying a state agency.

Most traditional mandates have some justifica-
tion inthe general perception that the locality should
carry out the function. Office space for state agencies
and a requirement that localities provide free trans-
portation to children enrolled in public schools seem
unique to South Carolina localities. Another tradi-
tional (not obligatoiy) mandate with the perception
of local benefit is the yearly payment to state-run
mental health facilities for the care of the counties'
retarded and handicapped citizens.



The examination of traditional mandates sug-
gests that state and local leaders should reassess peri-
odically the nature of state-local cooperation within a
locality and reach new agreements about the cost
burdens involved,

The Cost ofState M andates

SCACIR contracted with the Bureau of Govern-
mentResearch and Service of the University of South
Carolina to study the problem of assigning costs to
state mandates and to analyze the costs of selected
mandates in localities throughout the state. The bu-
reau selected six state mandates for cost analysis:
medically indigentassistance funds, courtadministra-
tion. space provision for state agencies by county gov-
ernments. landfill regulations, collection and pay-
mentofstate additions to finesand fees, and the state
Highway Department's policies relating to right-of-
way acquisition. TWo examples of constraint man-
dates—the local option income tax and the merchants'
inventory property tax—also were analyzed. Data for
the cost analysis were collected in 14 counties and ten
municipalities. Cities with populations of 10.000 or
more were divided into five groups based on their FY
1984 per capita revenue. A random number table was
used to select municipalities from the groups.

CostAnalysis Results

The cost analysis results for each of the sixdirect
mandates and the two constraint mandates are sum-
marized below.The review of the state’s fiscal impact
statement law also is discussed.

Medically Indigent Assistance (MIAF). When
county expenditures for assistance for the medicall
indigént in FY 1985 are compared to the MIAF ad-
ministration costs, plus the mandated medicaid and
MIAF assessmentstor FY 1987, the 14countiesin the
study fall into_three distinct groups. For four.of the
counties, the FY 1987 assessments, plus administra-
tive costs, totaled Jess than the amount that had been
spent.on medical indigence in FY 1985, TWo counties
experienced little change between their FY 1985 ex-
Pendltures and their mandated FY 1987 expendi-
ures. Of the eight counties required to increase their
efforts, five had'to increase theirexpenditures by over
100 percent between FY 1985 and FY 1987. Man-
dated FY 1987 per capita expenditures for medical
indigence assistance ranged from $2.53 to $4.89.
Baséd on the value of one mill of property tax (the
amount of revenue that one mill will ralseg, counties
estimated that the assessments represented from
about 1.5m *sin Oconee County to about 4.5 mils in
the poorer counties of Bamber?_and Dillon. The tim-
ing 0f the mandate caused the Tinancial impact to be
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for counties to allocate a portion of their revenue for
assistance to the medically indigent came at about the
same time that South Carolina cities and counties
were faced with a loss of over S71 million in federal
General Revenue Sharing funds.

Court Administration. County officials perceive
court-related mandates as the most costly. ‘Surpris-
ingly, court revenues tended to exceed expenses in
most counties studied. On average, the courts gener-
ated a net revenue of S.es per capita. Still, the con-
stant growth in case loads and frequent changes in
laws, procedures, and reporting requirements are a
burden that hassignificant impact on county budgets,
staffing, and space requirements.

Office Space for State Agencirj. County officials
perceive the requirement to pro hde office space for
state agencies to be the second most costly state man-
date. The 14 counties studied provide an average of
almost one-halfsquare foot of office space percapita
to the departments of Social Services and Health
alone. Using an imputed rent figure of S6.50 per
square foot for full service leased space, the average
per capita cost for the two departments is $3.17. That
figure varies from $6.03 in Orangeburg County to
$1.97 in Cherokee County. Six of the seven counties
with the highest per capita costs for space (based on
imputed rent) also have the highest rates of poverty.

Landfill Regulations. All of the countiesand one
of the ten cities in the study group operated landfills
under domestic waste permits issued by the state De-
partment of Health and Environmental Control. Per
capita landfill operation costs ranged from $1.40 in
Richland County to $13.48 in Colleton County. Land-
fill costs exceeded revenues in all but three of the
counties. County officialswere most concerned about
the stricter regulations expected to be promulgated
by the Environmental Protection Agency and the
state department. Officials estimate that the pro-
posed regulationswill increase landfill costs from two
to five times current levels. Unless federal and state
funds are made available to assist local governments
to comply with these proposed regulations, only the
wealthiest localities will be able to continue to oper-
ate sanitary landfills.

Collection of State Fees. The state raises revenue
for a variety of purposes by adding fees to fines and
forfeitures. While this mandate is not overtly costly
for local governments, it is perceived to be burden-
some. The impact of this mandate is primarily in the
administrative time needed to track and rebate tr.e
fees. The cost and burden of this activity is heavily
dependent on the extent to which the municipal
government utilizes computers for its court-related
record keeping. Smaller and poorer municipalities
still rely on manual records. The cost of administra-



live lime spent complying wuh this type of state man-
date isdifficult to estimate. Most likely, for individual
mandates, the cost would be negligible. But the finan-
cial burden of this type of mandate might be termed
insidious since the impact is gradual and cumulative.

State Highway Department Right-Of-Way Policy.
The South Carolina Highway Department's policy is
that, asa condition of selecting a municipal street to
be added to the secondary system, the municipality is
responsible for acquiring the right-of-way. The coun-
ties do not have to assume that responsibility. Only in
a few cases was the acquisition of right-of-way a sig-
nificant expense. Many municipal officials were con-
cerned. however, about what appear to be unwritten
and inconsistent Highway Department policies.
These types of mandates are resented at the local
level and are perceived to be burdensome.

Local Option Income Tax. The local option in-
come tax was studied as an example of a constraint
mandate. Since South Carolina local governments
have limited revenue sources they are allowed to use.
constraints or restrictive mandates have a significant
impact. Because of their smaller share of state aid
funds (21.67 percent in FT 1986). municipalities ap-
pear to be burdened particularly by revenue con-
straints. Estimates for 1979 local income tax receipts
were developed because of the availability of U.S.
Census data on household income. Based on those
estimates and assuming a fairly low income tax rate of
10percentofstate income tax liability, the 14 counties
studied could have raised from about 30 percent to
120 percent of 1979 property tax receivables with an
income tax. Municipalities could have raised between
about 20 percentand 117 percent of 1979 property tax
revenues with an income tax.

Merchants' Inventory Tax. In 1984, the General
Assembly passed legislation to phase out the mer-
chants' inventory property tax over a period of three
years (S.C. 12-37-450). Beginning in 1988. merchants’
inventory is exempt from property taxation, and state
reimbursement for this loss iscapped at the 1987 tax
level. Local government officials were most con-
cerned about this growing local revenue source be-
coming anotherform of capped or declining state aid.
Based on the General Assembly’s need to produce a
balanced state budget, most local officials expect less
than full reimbursement. The state’sreimbursement
plan does not reflect merchants’ inventory growth
rates. In the counties studied, the average growth in
the merchants' inventory assessed valuation from
1985 to 1986 was 16.64 percent. The growth from 1986
to 1987was much slower, averagingonly 8.48 percent.
Merchants’ inventory assessed valuation averaged
slightly over 3 percent of the total assessed valuation
of property in the 14 counties in 1985.
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Fiscal Notes. Of the 35 state mandates to local
?overnment enacted since South Carolina passed the
iscal note law in 1983. only sixwere accompanied by a
fiscal note, none of which addressed the fiscal impact
on local government. The lack of compliance with the
fiscal note requirement can be attributed, in pan. to
political realities. By passing mandates on local gov-
ernments without raising state taxes, the legislature is
able to ignore the actual costs and appear to be re-
sponsive to both interest groups and taxpayers. The
burden ispassed on to local officials, who must either
raise taxes, cut local services, or postpone other local
expenditures in order to comply with the mandates.

Conclusions about Local M andate Costs

Based on the data collected. MIAF. the provision
of space for state agencies, and sanitary landfill regu-
lations account for 36 percent of the state aid funds
received by counties. These mandates were selected
for study because they were perceived by local gov-
ernment officials to be the most costly, but it is un-
clear that the current level of state aid is sufficient to
offset the costs of state mandates. Additionally, it is
apparent that mandates place more of a financial
burden on the poorest counties, which are. by defini-
tion. least able to generate additional revenue to
comply with state aid requirements.

Federal pass-through mandates regulating envi-
ronmental protection are the most costly. While this
study looked only at landfill operations, the mandates
on air quality, water testing, waste water treatment,
and the handling of hazardous wastesarc expected to
be increasingly stringent and expensive. Compliance
with these regulations may be beyond the financial
capacity of most local governments.

The ma#'or impact of mandates is in the cumula-
tive effect ot yearsof incremental change. The infor-
mation collected on the selected group of mandates
indicates that they tend to become more expensive
over time. A recurrent theme during the interviews
with local government officials was the feeling of
powerlessness in the face of increasing demands and
limited resources. Because mandates shift decision-
making authority. local officials find it difficult to
formulate plans that reflect local priorities.

FINALRECOMMENDATIONS -
A MATTER OF PERSPECTIVE

The 16-month study of mandates by SCACIR
Frovided a clearer focus on the problem. That prob-
em, it seems, is one of perspective. The state frames
the issue in terms of individual mandates while the
localities focus on the cumulative effect ofall mandates.

There is no substantive disagreement hetween
the state and localities over the mandate-by-mandate



ISSues. AnY given mandate will have served a purpose
or currently'serves a purpose of making local govern-
ment bettér. Are individual mandateS outrageous?
Generally, no. Are they expensive? Sometimes. Does
that expense cripple the local budget? No. Wauld
some localities, In the absence of a mandate, fail to
meet the standard that the mandate requires? Prob-
ably. Is it necessary to look at ways to relieve the
mandate burden in"South Carolina; given that state
officials believe that the more they intervene in the
local process the better the result becomes? From the
state perspective, not really. From the local perspective,
a reexamination of the mandates issue is imperative,

Lo-al officials in South Carolina believe that the
state has a legitimate role to play in the operation of
local government. From SCACIR research and inter-
views, it seems that resentment begins when the man-
dates create unreasonable burdens. Specifically, local
government leaders ask for a mandates poliCy that
embodies three principles:

m A mandates policy should make sense.

m Local input isnecessary for a good policy
Process.

m State government must permit local flexi-
bility in compliance with state mandates.

The SCACIR report elaborates on each of these
three policy imperaives and concludes with ten prac-
%lhcalf r?commendatlons for dealing with mandates in

e future.

RECOMMENDATIONS

.. The policy recommendations %rewfrom the better
insights afforded by the review ot the literature and
discussion of the problem in part one of the stuay, the
experience.of other states offered in pan two, the cata-
log of eX|st|n(r; mandates summarized in pan three, and
the wealth of material on mandate costsand local con-
cerns presented to the SCACIR by the University of
South Carolina in pan four of the mandates study.

Avoid Reinventing the Wheel

The SCACIR catalog of mandates is not without
flaws. A few laws or rules likely are absent from the
document. At limes, the staff fiad to make a decision
about whether so_methm? was a mandate, especially
when a law required a standard but did not suggest
who was responsible for ensuring that standard. On
the whole, the SCACIR staff hélieves that the 683
mandates included in the catalog represent existing
situation accurately. o _

ComPlllng this list was difficult, time consuming
and absolutely essential In order for state and local
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officials to discuss the mandates issue on the basis of
fact rather then perception. There should be a firm
commitmem' to keeping the catalog current so thatan
Informed ‘iialogue may continue.” A compilation of
fiscal notes tg accompany the catalog would be an
Important and useful enhancement.

Continue M andate CostA nalysis

The university's attempt at cost analysis isone of
the most elaborate and comprehensive n local gov-
emnment literature today. Despite the fact that the
marginal costs of all mandates never can be quanti-
fiedprecisely for all the reasons presented in the
report, it is vitally important that students of local
policy never stop trying to find bett_erw%ys to quantify
mandates. Monitoring the academic and professiond
literature, as well as attempting innovative quantifi-
cation methods independently, will ensure that South
Carolina remains at the forefront of this, issue. The
closer we come to comprehensive quantification, the
more accurately the relationship between state aid to
localities and sfate mandates to localities can be seen.

Clean Up the State Code

Qur survey and discussions have led to the con-
clusion that Idcal leaders would like to have more
respect for the requirements with which they are
expected to c_omp(ljy_. In practical terms, that means
striking archaic and inappropriate mandates from the
code, dmending mandates that may be outdated but
apPropnate, revising mandates that are vague, and
enforcing mandates that pass all these tests. A com-
mittee should be formed and charged with taking
those mandates to the legislature, for action. While
the composition of the committee, isa flexible matter,
some groups would seem appropriate for representa-
tion on the committee. The South Carolina Associ-
ation of Counties, the Municipal Association of
South Carolina, the Councils of Governments, the
Advisory Commission on Intergovernmental Rela-
tions, the legislature, and the agency responsible for
preparing fiscal notes might hé represented on the
committee. This group.should publish an annual Iegn-
Islative update reportmg the mandates for whic
change was proposed and the action taken on them.

Comp ly ivith the Fiscal Note Legislation

. The Bureau of Research and Service, reported
widespread noncompliance and inappropriate com-
pliance with the fiscal note bill. Mandates often did
not have an accompanying economic impact sfate-
ment when PUt before the legislature. Some of the
fiscal notes that accompanied mandates missed the
point. One reported that a state mandate to local
government would not constitute an additional cost



to the general fund. The statement was accurate giv-
en that it was the local government that would fund
compliance with the mandate. There was never any
mention of local cost in the note.

M ake Fiscal Notes Work in South Carolina

The 1978 report on state mandates by the U.S.
Advisory Commission on Intergovernmental Rela-
tions found that almost half of the states had a fiscal
note requirement on state mandates, that notes usu-
ally pertained only to legislative mandates, and that
cost estimates generally were accurate. Part two of
the SCACIR study demonstrated that those states
employing a professional staff to compute economic
impact of proposed state mandates had more accu-
rate and complete cost analysis. South Carolina
should designate one qualified agency to prepare
notes and recommend that a standard form or ap-
proach be used for cost analysisto permitcomparabil-
ity among mandates.

While the matter of designating a group to pre-
pare fiscal notes should be handled by the legislature,
the charge to the group should be to explore the
individual and ai.nulative costs of a single mandate.
When the cumulative perspective ofa potential man-
date that may be added to an existing pool of man-
dates is addressed by the group and delivered to the
legislature, we can expea the gap in perspeaive be-
tween state and local leaders to narrow. The pointof
cumulative impaa analysis mightbe explained best by
an example of such a situation in South Carolina.
When Rule 53 required the county cleric of court to
review child support payments monthly and report
those more than five daysin arrears, the counties had
to add staff and computers. These were the initial
costs. The cumulative impaa on the locality involved
increased demands on law enforcement personnel to
lake aaion on the clerk’s report, a new annex to one
courthouse tostore the additional paperwork (tripled
by Rule 53), and finally undertaking the construaion
of a new office building in another county to house
the county employees that had to be moved from the
court house to accommodate those state officials re-
quired by mandate to be housed at the courthouse.
While a fiscal note group could not be expected to
explore esdipotential cost down to the penny, a note
containing only the cost of two new clerksand a com-
puter would not have done justice to the complexity
of the local problem. If the note had been augmented
bya planforhousing the tripled paperwork associated
with the mandate and a discussion of the capacity of
existing facilities to accommodate the increased per-
sonnel. the legislature would have a much clearer
idea of the impaa of its decision on the local level.

Finally, the group responsible for the preparation
of fiscal notes should determine whether other man-
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dates compete wuh or limn the locality’s ability to com-
ply wtih the(frospcoive mandate. If. for example, the
state direaed a new and expensive service to be pro-
vided by the locality at local expense while another
mandate limited the amount of property tax increase
and Frohlblted alternative forms of local taxation, a
conflia clearly would exist. The fiscal note group should
be alert for such matters and offer resolutions to them.

Make Legislative Intent Apparent

When a legislator proposes a mandate, it should
be indicated clearly how it is to be funded. When the
locality sees that it is expected to fund the mandate
fully or partially, it can make appropnate budget
plans based on the estimated cost contained in the
fiscal note. If the state intends to fund the mandate
fully, the locality can proceed with budgeting for its
needs without regard to the cost of the new mandate.
Withouta clearideaof the legislative intent for fund-
ing the mandate, the locality is forced to guess—a
process that has a deserved reputation for inefficien-
cy. The fiscal note bill should be amended to include a
mandatory statement by the author detailing how the
mandates will be funded.

Develop an Appeals Process

Even though a competent and unbiased group of
people will be charged with preparing the fiscal im-
pact statement and will consider the cumulative im-
paa of the proposed mandate, they cannot be ex-
peacd to understand fully the complexities of local
conditions. The cost analysis portion of the study has
demonstrated clearly that mandates affea different
localities to different degrees. What may be a negligi-
ble expense for a metropolitan locality may be a
crippling blow to a rural locality. Local governments
should have an opportunity to respond to a fiscal note
with additional information thatwould help the legis-
lature with the mandate decision.

The appeal should be presented to the Mandates
Advisory Group'discussed earlier. In addition to being
chained with periodic review of existing mandates, this
group or a designated subcommittee also should serve
as an ad hoc appeals committee. After review of the
fiscal note and independent study of the problem, it
should hear appeals and intervene with the legislature
on behalf of the appealing localities if appropriate.

This process spaafically addresses one of the most
common complaints from local leaders regarding state
mandates. In South Carolina, as in all other states
studied, local leaders describe exclusion from the pro-
cess as much more disturbing than any mandate, even
the costly ones. When state and local officials contrib-
ute jointly into the policy process, enhanced under-
standing can lead to better voluntary compliance.



Form alize Traditional Mandates

According to the study, county leaders indicate that
the provision of office space, equipment, and supplies to
state agenacs is one of the most difficult state-local
issues with which they have to contend. While most
county administrators are not particularly anxious to
evict state agencies from county buildings, they ask that
their responsibilities to those agencies be more clearly
defined. Among the more pressing questions: Is there
any limit to the ability of the state to demand equipment
and supplies? Must the county comply with frivolous
requests? What will happen if a county refuses a re-
quest? The tension between the state and its localities is
never more evident than on this issue.

Inorder for the localities to understand the limits
of their responsibilities to state agencies, traditional
mandates must be codified. It may be more appropri-
ate for them to appear as administrative regulations
rather than legislative mandates, but they should be
formally enacted. Effective wording would include
the standards of accommodation required, limits to
local responsibility, a formal appeals process, and the
consequences of noncompliance.

Plan for Compliance in the Present

Mandates by budget proviso have much the same
effect on the local budget as traditional mandates:
they inhibit local efficiency in budgetary planning.
When a locality can anticipate a mandate, decision-
makers can budget for it. No city or county wants to
collect more taxes than it needs, nor does it want to
make difficult midyear adjustments. The prolifera-
tion of procedural mandates to local governments in
South Carolina suggests that the legislature is con-
cerned with local efficiency. The effect of traditional
mandatesand mandates by budget proviso have oppo-
site consequences.

A mandate by budget proviso might be entirely
appropriate inanysingle budgetyear, butifthe intent
of the mandate is permanent, it should be submitted
to the legislature for enactment. Mandates to local
governmentsshould take one of three forms: legisla-
tive enactment, administrative regulation, or execu-
tive order. No mandate should appearasa proviso to
the budget bill for more than two consecutive years.

Plan for Compliance in the Future

The university study reported an anticipated
fourfold increase in the cost of landfill operations in
order to comply with new standards of the Depart-
ment of Health and Environmental Control. A 1986
amendment to the Safe Water Drinking Act requires
localities to pay for water testing—a service previous-
ly supplied by the department at no charge—and si-
multaneously increases the number of tests and test
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stringency. All localities will find that these ever in-
creasing pass-through mandate costs strain the bud-
get. For some smaller localities and for those that are
finding that the consequences of years of postponed
capital improvement to their fiscal plant have caught
up with them, the impact is devastating.

Development specialists agree unanimously that
adequate infrastructure isone of the most important
parts of the industrial location decision. Some South
Carolina localities face a moratorium on develop-
mentasa resultof theiroutdated facilities—some so
antiquated that compliance with federal and state
standards is practically impossible. Other localities
have adequate facilities at the present time but have
no growth capacity at the existing site. The financial
drain of ever-higher quality standards has made new
construction difficult. Without new construction
there willbe no new development and, hence, no new
sources for funding new development. Meanwhile,
the costs of compliance rise.

The state should develop a stronger partnership
approach to the solution of these problems. No general
reimbursement bill has been proposed as a solution to
the mandate burden as a result o1 the study, but state
aid for compliance with these standards is audal to
continuing growth and development in South Caroli-
na's localities. Without strong and prosperous local gov-
ernments, the state cannot be strong and prosperous.

Legislation to assist localities in compliance with
new and higher quality standards in environmental
programswould help relieve the local budget, create
a positive partnership between state and local lead-
ers, and typify the kind of united commitment to
strong infrastructure and strong state and local gov-
ernment that developers find so attractive.

SUMMARY AND CONCLUSIONS

South Carolina is not unlike other states with
regard to the issue of state mandates to local govern-
ments, even though it has more mandates than most
other states. Local leaders accept mandatesasapan
of the relationship localities have with the state. Lo-
cal leadersin South Carolina want the state to review
its mandates and eliminate those which no longer
serve the purpose forwhich they were enacted. They
want the impaa of future mandates to be discussed
thoroughly before enaament, and they want to par-
ticipate in that discussion.

Many of South Carolina’s mandates are proce-
dural—enacted to enhance efficiency in local govern-
ment. The intended effect and the actual effea are
sometimes disparate. The disparity arises when the
cumulative impaa of mandates Is ignored. Local
leaders believe their participation in the enaament
and review processes will result in a better under-
standing of cumulative consequences and a higher



quality of state requirements, both in the present and
in the future.
Finally, local leaders want an informed dialogue
on mandates to continue. They want reliable and )
complete information on all the issues surrounding
mandates, and they want to work in partnership wuh
state government to find new ways to fund com-
pliance with existing mandates and those that will
result from higher environmental quality standards.
The specific policy recommendations offered bv
SCACIR are: )

mandate legislation as to how the man-
date is to be funded.

Local government officials should he
permitted to appeal a prospective man-
date and present an independent assess-
ment of the cumulative economic impaa
of a proposed mandate and present their
findings to the appropriate legislative
committee before @ mandate is enaaed.

State government should clarify local

)

9) Mandates should be in one of three
2) As new approaches and techniques for forms—legislative enactment, adminis-
assessing the cost of mandates become \tl\;aht!}/e t[}egma“onb or GEECU“VE otrd(_er.
available, they should be employed to lle there may e good reason 1o In-
study the costs of mandates to local gov- clude a mandate to local government in
ernments. the budget bill one year, mandates by
. , budget proviso should not recur.
3) Existingmandates should be subject to a . _
periodic review of their relevance. Man- 10) The state should consider the impact of
dates that are archaic, notimplemented, federal pass-through mandates on the
not enforced, or unclear either should localities, especially those that relate to
be removed from the code or revised and water, air, and landfill standards, and
enforced. work with local officials to find creative
_ o ways to fund compliance.
4) Fiscal note legislation should be com-
plied with in the spiritin which the legis-
lation was enacted. The notes should re- Notes
flect the cost to local governments, aswell ' U.S. Advjsory Commissjon on_Intergovernmental Rela-
as the cost to the state,and should accom- tions. Stale MandatingotLocal Expen%nures (Washington.
pany each legislative and agency mandate. DC. July 1978), p. 2
5) The fiscal note should be prepared by a I7he six factors of a successful reimbursement program, as
neutral, quantitatively sophisticated recommended by the South Carolina study, are:
group. Periodically, that group should J.  Mandates to be considered for reimburse-
conduct internal validity studies that ment must be clearly identified.
compare their estimated economic im- 2. Increased servi_ce mar_1dates should be in-
paa of mandates with the actual eco- cluded along with service mandates.
nomic impact- Prediaions should in- 3 Legislative and administrative  regulations
lude the cumulative impaa of the Showe a’so be SIgib'e Tor reimbursement
¢ . 4. Reimbursement legislation should apply to
proposed mandate. When _a _pI'EVI'O_US revenue raising restrictions as well as to ser-
mandate competes with or limits ability vice requirements.
to comply with a proposed mandate, a 5. Costs must be accurately established for re-
resolution method should be offered. imbursement to be fair.
. . . 6. A systematic and complete reimbursement
6) Fiscal note legislation should be amended process must be created, including a means of

Future mandates should be incorpo-
rated into the existing catalog at the end
of each two-year session and their fiscal
notes retained for the record.

to require a statement by the author of
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government responsibilities regarding
traditional mandates, such as provision of
office space and supplies to state agencies.

appeal.



EXPERIENCE WITH A MANDATE REIMBURS

In 1979. the Rhode Island General Assembly en-
acted the Property Utxand Fiscal Disclosure Act. The
key provisions of this act were aimed at improving
state-local fiscal relations by providing “truth inprop-
erty taxation." including disclosure of local budget
needs, limiting local deficit spending, requiring de-
cennial revaluation, and reimbursing cities and towns
for the cost of certain state-mandated programs.

This reform legislation was enacted in the heyday
of the taxpayerrevolt. In November 1978. the elector-
ates in ten states approved tax and spending limita-
tions, and an outcry was emerging in Rhode Island
over the high level of property taxes. In 1979, for
example. Rhode Island's per capita property tax bur-
den was 35 percent above the national average, and
ninth highest in the United States.

Political and community leaders recognized that
something needed to be done to create a more ac-
countable intergovernmental fiscal system. There-
fore. at the request of then GovernorJ. Joseph Gar-
rahy, the Rhode Island Public Expenditure Council
and the Rhode Island League of Cities and Towns
developed what was promoted as a thinking-man’s
res(fonse to the property tax revolt—the Propertly Tax
and Fiscal Disclosure Aa. Itwashoped that this legis-
lation would result in:

m Taxpayersbeingbetter informed regard-
ing how tax ratesare set. what their local
budgets proposed, who was malting cer-
tain program decisions affecting their
tax bills, and whether their tax bills rep-
resented an equitable distribution of
their local tax levy; and

m Local officials having some assurance
that the state would reimburse them for
mandates and would have a system in
place ensuring their input toward the
determination of mandates and which
ones will be reimbursed.

*Guy Saue of the Rhode Island Public Expenditure Coun-

cil wrote this article.

~ This article focuseson Rhode Island's experience
with one aspect of the property tax reform package-
state mandate cost reimbursements.

WHAT ISA STATEMANDATE?

In Rhode Island, a state mandate is defined as
"any state initiated statutory or executive action that
requires a local government to establish, expand or
modify its activities in such a way as to necessitate
additional expenditures from local revenue sources.»1
When state mandates are intended to comply with
federal regulation, laws, and court orders, only that
portion of the state mandate that exceeds the federal
requirement is considered to be a state-mandated
cost. Furthermore, there are seven specific types of
state mandates that are not subjea to state reim-
bursement. These are:

m Holding eleaions:
W Assuring due process;

m Notifying the public and conducting
public meetings;

m Assuring procedures for administrative
and judicial review of actions taken by
cities and towns;

m  Protecting the public from malfeasance,
misfeasance, or nonfeasance by local
government officials;

m Ati;ninistenng finances, including the
levy, assessment, and collection of taxes;
and

m Preparing and submitting reports neces-
sary for the efficient administration of
state laws.

Reimbursements are not required if a state aid
program exists, even if that program provides foronly
partial reimbursement. Finally, state mandates cost-
Ing less than S500 are not reimbursable.



HOW REIMBURSEMENTS
AREDETERMINED

The Office of Municipal Affairs in the Depart*
ment of Administration is responsible foradminister-
ing Rhode Island's mandated-cosi reimbursement
law. This responsibility involves the annual review of
proposed mandates: determination of those that fit the
definition of “reimbursable mandates": identification of
allowable reimbursable costs: and promulgation of reg-
ulations for the submission of reimbursement requests.
Basically, the procedure operates as follows:

m By September 30. the Office of Munici-
pal Affairs conducts a public hearing, at
which time local officials and other in-
terested parties identify proposed man-
dates and their related costs.

m By January 1 the Office of Municipal
Affairs must issue a report identifying
reimbursable state mandates estab-
lished during the preceding fiscal year
(July 1-Jutie 30). It should be noted that
this report does not include all legisla-
tive mandates: it containsonly those that
have been defined to be reimbursable.

Cities and towns (Rhode Island does not have
county governments) may submit a statement by
April 1ofactual local costs incurred for items eligible
for reimbursementand for state reimbursements that
were effective in the preceding fiscal year. For statu-
tory mandates, the effective date is the date the stat-
ute becomes law. Foradministrative rules and regula-
tions. the effective date is the date stated in the rule
or regulation.

Actual local costs incurred means the actual ex-
penditures from local source revenues for the report-
ing period in accordance with “Uniform Accounting
and Reporting Standards for Rhode Island Munici-
palities,” promulgated by the Oflice of the Auditor
General of the State of Rhode Island. The Depart-
ment of Administration may review and audit all doc-
umentation required in support of reimbursement
requests by cities and towns, as well as any other
municipal records related thereto.

Once the Office of Municipal Affairs reviews
municipal reimbursement requests, it submits a re-
port to the State Budget Office. This report shows the
cost of all mandates for each municipality and serves
as the basis for the state appropriation to reimburse
general purpose local governments for state man-
dated costs. Based on the adopted state budget, the
state Treasurer will reimburse the communities in
accordance with the Department of Administration’s
report. Because of the need tc compile actual cost
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data, reimbursements to the cities and towns occur
two years after the expense was incurred.

THE IMPACTOFRHODE ISLAND
MANDATING STATUTES

There has been no comprehensive analysis of the
Rhode Island state mandated-cosi reimbursement,
which makes it difficult to evaluate systematically
what impact this law has had on state-local fiscal
relations during the last eight years. In making such
an assessment, two fundamental questions should be
explored. First, what direct Financial impaa has the law
had on state-local fiscal relations? Second, has the law
served to heighten the legislature's consciousness about
the eifea state laws can have on local fiscal systems?

Direct Fiscal Impact

LfRhode Island's mandated-cosi reimbursement
program is measured by the level of payments, the
conclusion would have to be that the law was nothing
more than a paper tiger in the jungle of state-local
relations.

Between fiscal years 1986and 1990, statewide reim-
bursements totaled S225.000. In the current fiscal year,
the General Assembly has appropriated approximately
$75,000 out of a $1.5 billion budget to reimburse local
governments for state mandated expenditures.

Included in this $75,000 are ten identified man-
dates that deal largely with personnel practices and
environmental regulations. Over two-thirds of state
reimbursements are for two mandates—educational
incentive pay for tuition and supplies for police offi-
cers obtaining a master's degree and compliance with
permit regulations for underground storage tanks.

Further evidence of the financial insignificance
of the state-mandated reimbursement requirement
can be seen in the number of localities that aaually
request state reimbursements. In fiscal year 1990.
only about one-third (14 of 39 cities and towns) of
Rhode Island's general local governments have asked
to be reimbursed for state mandates.

The limited use of the reimbursement program is
not attributable to a lack of interest in state-local
fiscal relations in the Ocean State. The program has
had little financial impaa during a period of signifi-
cant changes in state-local relations. For example,
during the past five years, the General Assembly has
enacted legislation prescribing personnel praaices in
several areas: teacher pension laws were modified to
allow retirement with full pension after 28 yean of
service instead of 3uyca.~ pa»t-timc municipal em-
ployees were given the right to
fire departments noware required to comply with me
National Fire Proteaion Association's health and
safety standards (NFR A 1500); and new impasse pro-



cedures were legislated to help resolve school district
labor-management disputes. These types of mandates
are examples of incremental adjustments to easting
state requirements. One problem in administering a
state cost reimbursement program is establishing the
Jtu.it expense associated with incremental changes.

Also during the last five years, legislation and
regulations were adopted requiring that local services
meet certain standards. For instance, school bus safe*
ty legislation mandates the use of bus monitors, and
the State Board of Regents for Elementary and Sec-
ondary Education adopted a so-called “Basic Educa-
tion Program,” which contains numerous service
mandates in all phases of public school operations.
School districts also were required to use a portion of
their state aid for specific state mandated programs.

A National Conference of State Legislatures
task force observed that mandates deserving the clos-
est scruitny are those dealing with personnel policies,
environmental standards, service levels, and tax-base
exemptions. The mandates outlined above indeed
were concerned with personnel practices and service
levels: however, the Rhode Island reimbursement
process has not been utilized fully.

This limited application of the mandating stat-
utes did not mean that the Executive and Legislative
branches took a cavalier approach to state-local fiscal
relations. Quite the contrary. The impact of state
mandates on local governments wasaddressed in sub-
stantive legislation directed at major public policy
concerns. For example, in return for comprehensive
planning mandates, cities and towns received grants
to develop plans consistent with statewide land use
programs. School reform legislation was enacted that
has made the state a senior partner in funding public
schools as part of a comprehensive program that
placed additional state imposed requirements on lo-
cal school systems.

The salient point about these experiences is that
decisionmakers viewed the delivery of specific ser-
vices as a shared state-local responsibility and devel-
oped separate cost-sharing approaches to financt
them outside the mandate statute. The cost-sharing
programs generally were guided by the principle that
state aid and reimbursement for major government
functions should consider differences in local fiscal ca-
pacity and need. Nevertheless, mandates for relatively
inexpensive administrative and procedural functions,
such as providing information and keeping records,
could be handled through the reimbursement program.

Rhode Island had mandates that relate to per-
sonnel practices long before there was a cost reim-
bursement program. As noted, since adoption of the
mandating law. the General Assembly continued to
enact statutes that affect retirement benefits of local
employees and labor-management collective bar-
gaining procedures.
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Increasing Sensitivity to Mandating Costs

Measured solely from the viewpoint of actual
reimbursements, the Rhode Island law does not ap-
pear to have had a significant impact on state-local
fiscal relations. Nevertheless, its success or failure
cannot be measured only by direct financial impact.
Of greater importance is whether the program has
made state gcvemment more conscious of and sensitive
to local fiscal needs and conditions. There is no empiri-
cal evidence to enable one to answer this question.

Procedurally. accountability mechanisms have
been built into the system. This process, commonly
referred to as a “fiscal note,” isan attempt to identify
the fiscal impact of proposed mandates as legislation
is being considered. The law permits the Rhode Is-
land League of Cities and Towns to request fiscal
notes on any bill or resolution that it believes affects
local government. This provision is particularly im-
portant because, as the principal lobbying organiza-
tion for local government in Rhode Island, the league
is in a position to monitor the legislative process.
Therefore, if municipalities believe that any legisla-
tion could have a fiscal impact, they can demand that
the legislature receive a fiscal note.

What influence fiscal notes have on legislative
decisionmaking is not clear. A 1988 report of the
United States General Accounting Office found that:

Cost estimates provide important informa-
tion to legislators, and the benefits of the
process outweigh its costs, according to both
federal and state officials. Nevertheless, the
estimates had little effect in deterring, modi-
fying, or funding mandates unless there was
also strong legislative concern about the im-
paa of imposing mandates on subordinate
levels of governments.

In addition to legislative proposals, fiscal notes
also are required for potential administrative rules.
When a state agency proposes to adoptadministrative
rules that affect local government finances, it must
prepare a fiscal note in cooperation with the Rhode
Island League of Cities and 'lbwns.

Another device to keep the public informed
about the costof state mandates isan annual invento-
ry of mandates and their costs. An inventory of man-
dates in existence before 1979 was published, and an
annual report identifies additional mandates that are
subjeato reimbursement. Unfortunately, acomplete
inventory of mandates and their costs, whether reim-
bursed or not, is not published.

CONCLUSION

In Rhode Island, a state mandated-cost reim-
oursement program was included in a program to



help control the growth in local property taxes. This
initiative was part of a broader strategy that included
full disclosure of property tax levies, reform of reva-
luation procedures, and control of potential munici-
pal deficits. These reforms, enacted in 1979. were
necessary first steps m strengthening the state-local
fiscal structure.

Nevertheless, these reforms largely were pro-
cess-oriented and aimed at promoting greater ac-

countability for local fiscal decisions. As such, they
were not expcr:ed to address the fundamental fiscal
problem in Rnode Island—an over-reliance on the
property tax to fund municipal services. Therefore.

subsequent Ieglslatlon has reformed the method of
un Ing public schools and replaced the defunct fed-
era rev ues aring program wuh state tax doIIars
with the "quid pro quo of limits on the growth in
future ro ert){]tax urdens. Nonetheless, "the state
mandatm(f as helped focus attention on Intergov-
ernmental fiscal reIatlons and the impact of the State
mandated-cost reimbursement system should be viewed
In the overall context of state-local relations.

Endnote

IGeneral lfawsof Rhode Island. 45 137 "State Mandated
Costs Defined.’



FLORIDA: STATE MANDATES ON LOCAL GOVERNMENTS*

The enactment of state mandates on local gov-
ernments is not a new phenomenon in Florida.
Plagued by the perceived and real inadequacies of the
current taxing and revenue structure for local govern-
ments. the issue of state mandates on local govern-
ments is a perennial source of friction among
Florida’s governmental entities. Whe.. enacting leg-
islation, state policymakers cite the need for state-
wide uniformity, higher levels of service, and ac-
countability. Local officials, on the other hand, argue
that their limited revenue sources, coupled with the
unknown cost implications of state mandates, lead to
the dismantling of locally established priorities. The
struggle to find an equitable solution to the compet-
ing perspectives continues.

OVERVIEW

General law passed in 19781required the Florida
legislature to estimate the cost of state mandates on
municipalities and counties and to provide funds or a
means of funding to pay for the cost of new mandates.

Even though the relevant statutory provisions
have been relatively ineffective, clarifying provisions
allow for partial funding of joint state-local objectives
and requite that the means of financing bear a rea-
sonable relationship to the actual costs incurred.
General laws in which the required expenditure of
additional local funds is “incidental to the main pur-
pose of the law” are exempted.

The Florida Advisory Council on Intergovern-
mental Relations (Florida ACIR) assumed responsi-
bility for the identification of state mandates on local
government beginning in 1978.- Each year. Florida
ACIR prepares a report on mandates and submits it
to the governor, the Senate, and the House of Repre-
sentatives. Florida’sapproach isrelatively compre-
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hensive. encompassing a wide range of fiscal impacts
on local governments.

Even with the enactment of home rule for munic-
ipalities and counties.-5 unrestricted discretionary
revenue sources available to local governments ap-
pear to be limited. Ad valorem or property taxes arc
reserved for local governments in the Florida Consti-
tution.4 but arc limned to 10 mills for municipal pur-
poses and 10 mills for county purposes.5 All “other
forms of taxation™ are “preempted to the state except
as provided by general law."6 Other forms include
municipal utility taxes, which are limited to 10 per-
cent of the payments received by rise seller.7 and
occupational license taxes, which, with one exception
in 1980. have been frozen since 1971.8

Another component of the revenue structure,
state revenues shared with local governments, ap-
pears to present a more favorable picture of state
mandates. The Florida Cons,.;ution allows the state
to share "state funds™ with local governments.9 The
major programs are the local government half-cent
sales tax program, enacted in 1982,10and the county
and municipality revenue sharing program, enacted
as part of the Revenue Sharing Act of 1972.11 Accord-
ing to estimates from the state Department of Reve-
nue. for fiscal year 1988-89. $683 million vas returned
to the municipalities and counties in the "half-cent
program,” and $210 million went to the counties and
$212 million to r-umcipalitits through the Revenue
Sharing Act program. Another program, the Munici-
pal Financial Assistance Trust Fund, provided $27
million for municipalities. The state revenue sharing
programs are important for ensuring limited success
of state mandates on local governments. Neverthe-
less. there is no dear indication that these programs
come close to covering the costs of state mandates on
local governments.

DEFINITIONOF MANDATES

The most critical aspect of any attempt to study
state mandates on local governments is the definition
ofa “mandate.” In Florida’s statutes, state mandates



on local governments are labeled “general laws af-
fecting local financing™ and defined as:

Any general law... which requires a munici-
pality or county to perform an activity or to
provide a service or facility, which activity,
service, or facility will require the expendi-
ture ofadditional funds.... Additionally, any
general law which grants an exemption or
changes the manner by which property is as-
sessed or changes the authorization to levy
local taxes... .2

Simply staled, state mandates on local governments
are laws that place requirements on municipalities or
counties through:

1
2)

An erosion of the local tax base:
Arequirement to perform an activity; or

3) Arequirement to provide a service or fa-

cility.

A definition appearing in the Florida ACIR 1980 Cat—
alogue of State Mandates includes any duty, activity,
responsibility, procedural, or programmatic require-
ment. constraint, limitation, or exemption that im-
poses costs in time or money, without compensation,
on a local unit of government.

Using the mandates definition to prepare the
annual mandates review has led to the development
of complex criteria that accommodate a more com-
plete analysis of the actual fiscal impacts associated
with mandates. These criteria are:

1) Acts that require a municipality or
county to perform an activity or to pro-
vide a service or facility;

2) Acts that restrict a municipality’s or
county’s revenue-generating capacity;
3) Artsthat repeal oramend previously im-
posed mandates or previously imposed
restrictions:

4) Acts that will reduce costs, increase the
revenue-generating capacity, or share
additional state funds with municipali-
ties and counties:

5) Acts that have a significant long-range
fiscal impact on municipalities and coun-

ties; and

6) Actsthat preempt, or place limitson. lo-

cal discretionary authority.

Using umore balanced approach in identifying legis-
lation for review, the first, second, fifth, and sixth cri-
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teria cover the actual mandates. The remaining crite-
ria identify legislation that potentially reduces the
negative fiscal impacts. Inaddition, it should be noted
that school districts and special districts have not
been included in the review.

Number ofMandates

Florida municipalities and counties must comply
with hundreds of state mandates. A single mandate is
actually one piece of legislation or Chapter Law. In
some cases, more than one mandate is included in a bill,
and a primary mandate is then identified. For example,
a primary mandate might be a requirement that county
building departments forward the fees collected with
building permits to a trust fund for radon testing. A
secondary mandate might be to require that an annual
report documenting the transfer of this money be sub-
mitted to a state agency by a specified date. The primary
mandate serves as “the mandate” used for tabulations
and subsequent classification.

Using a single piece of legislation as the unit for
enumeration purposes, from the beginning of state
laws through 1987, the Florida ACIR 1988 Catalogue
ofState Mandates cites 342 mandates on local govern-
ments.13 An additional 65 mandates were identified
in 1988, and 38 in 1989, resulting in a total of 445
through 1989 (see "fable 1).

Types ofMandates

Further classification of state mandates has re-
lied on a typology that appeared in Federal and Stale
Mandating on Local Governments: An Explanation df
Issuesand Impacts® and in the U.S. Advisory Con*
mission oa Intergovernmental Relations publication
State Mandating of Local Expenditurer,& Each man-
date is labeled as either a requirement or a constraint.
Requirements are subdivided as programmatic and
procedural. Between 1981 and 1989. the majority of
mandates imposed procedural requirements (57.9
percent). Constraints (24.4 percent) and program-
matic requirements (17.7 percent) were enacted less
often (see Figure 1).

Mandates also are assigned to the following func-
tional categories:

community service
community development
environment

general government

health

personnel

public assistance and welfare
public protection and the judiciary
recreation and culture
taxation and exemption, and
transportation.



Mandate [Vpe

Programmatic

Program

Program Quality

Program Quality
Total

Procedural

Reporting
Fiscal
Personnel
Planning/Evaluation
Record Keeping
Performance
Other

Total

Constraints

Revenue Base

Revenue Rate

Expenditure Limit
Total

Total Number of

1981

4.8
14.3
19.0
38.1

4.8
19.0
19.0

14.3

57.1

Mandates Enrolled 21

Distribution ofMandates by Mandate Type, 1981-89

1982

12.5
6.3
18.8

6.2

18.8
12.5

6.2

43.7

31.3
6.2

375

16

1983

3.7
3.7
7.4

18.6

111
>2.2

(N
111

74.1
185

18.5
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Table 1
Distribution ofMandates Enrolled, by Mandate Type, 1981-89

(percent)
1984 1985
3.2 8.6
9.7 5.7
- 2.8
129 171
129 8.6
9.7 -
16.1 5.7
12.9 8.6
16.1 314
67.7 54.3
194 25.7
— 29
194 28.6
31 35
Figure 1

1986

9.1
6.8
2.3
18.2

22.7
2.3
15.9

136

54.5

18.2
9.1

27.3

44

1987

4.1
42.9

65.3
22.5
4.1

2.0
28.6

49

1988

20.0
6.2
9.2

31
154

53.9

32.3
15

33.8

65

1989
28.9
28.9

134
5.2

2.6
28.9

50.1

18.4

2.6
21.0

38

Average

8.5
5.8
3.4
17.7

133
7.5
12.4
3.6
2.7
184

57.9

21.2
2.7

24.4

326



Public protection and the judiciary accounted for
an average percentage of 26.4 percent—the high-
est—of all mandates enacted from 1981 through
1989. The three functions with the next highest num-
bers included general government (19.3 percent), tax-
ation and exemption (19.1 percent), and personnel
(14.2 percent). In 1989 alone, the percentage of man-
dates in the public proteaion and judiciary category
reached 28.9 percent, and general government. 23.7
percent (see Figure 2).

CostofMandates

The most difficult—and most often desired—
part of any examination of mandates is determining
the fiscal impact. While fiscal notes on local impacts
generally are available for all legislation.16 most will
not have an identified dollaramount. Typically, a local
fiscal impact will be acknowledged with a generic
indication of magnitude: minimal, insignificant, neg-
ligible, or substantial.17 Review of 1989 legislation
indicated that 36 mandates, or 94.7 percent, had un-
identified costs for municipalities and counties in fis-
cal notes available during the legislative session. The
fiscal impaa of the two mandates for which a cost
could be determined amounted to $4.9 million. Only
four of the mandate bills had a significant fiscal impaa.

Procedures implemented during and following
the legislative session have elevated, to some extent,
the importance of conducting a complete analysis of
the fiscal ramifications of enrolled legislation. Efforts

to derive better estimates of the fiscal impact of legis-
lation on state revenues and programs have helped
stimulate attempts to improve the identification of
state mandates on local governments and the result-
ing fiscal impacts. Florida ACIR’s development of a
facsimile network intended to allow immediate com-
munication with local officials and a quick turna-
round of requests for information also has improved
the availability of complete and accurate information
on fiscal impacts. Nevertheless, a complete inventory
of these costs has not been produced.

Overview of the Past and a Look into the Future

In retrospect, it appears that Florida's attempts
to provide scrutiny of mandates have had some effect.
In 1985.a review of the role of fiscal notes and legisla-
tive scrutiny in the enactment of statutory mandates
indicated that the number of prefiled mandates had
decreased. Moreover, when the fiscal note identified
the costs of a state mandate on local governments, it
was less likely to be enacted. From the perspective of
local governments, however, the mandate problem
has not disappeared. It is possible that increased
awareness of mandates simply pushed their enact-
ment to the end of the 60-day legislative session.
More than 75 percent of mandates identified in 1985
were enrolled during the last three days of the ses-
sion. while 48 percent of all bills were enrolled during
that same three days. Whatever the case, the enaa-
ment of mandates is likely to continue despite efforts

Figure 2

1989 Mandates, by Functional Classification

General Government

Taxation/Exemption

Community Development
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Public Protection/Judiciary

Recrealion/Cullure 26%

Community Service 26%

Environment! 5.3%

Health 5J%

Personnel 7.9%



to elevate awareness of their negative fiscal impacts
and pull in the reins on the state legislature.

One proposal to limit state mandates on local
governments was advanced successfully during the
1989 legislative session. A joint resolution, or consti-
tutional amendment, was passed and in accordance
with the constitutional referendum requirement will
appear on the November 1990 general election ballot.
While the wording of the amendment is relatively
cumbersome (see page 35\ with several qualifications
and a few exceptions specified, it provides that munic-
ipalities and counties would not be bound by any
general law requiring these local entities to spend
funds or take action necessitating the expenditure of
funds unless several conditions are present. The con-
ditions include the following:

1) The law fulfills an important state inter-
est.

2) Funds have been appropriated to cover
the cost of the necessary expenditure.

3) The law isapproved by two-thirds of the
membership of both houses.

The expenditure covers a requirement
to comply with a law that applies to all
persons Similarly situated.

5) The law s required for compliance with
a federal requirement or with eligibility
requirements for a federal entitlement
forwhich the participation of municipal-
ities or counties is essential.

In addition, the amendment exempts laws that re-
quire funding for pension benefits, criminal laws,
election laws, and general and special appropriations
acts, and laws having an “insignificant” impact. The
outcome of the geneéral election and the subsequent
implementation™of the constitutional amendment
will present several challenges to the Florida legisla-
ture. Ataminimum, the scritiny oflegislation will fa-
cilitate a closer look at local impacts.

4

DRAWING FROM THE
FLORIDA EXPERIENCE

Forall of the successes resultmq from a review of
mandates, there have been an equal number of diffi-
culties and some failures. This section highlights sev-
eral key points and presents some of the approaches
that aré feasible and effective fora monitoring program.

Limitations of Statutory Provisions

As mentioned earlier, Florida’s first attempt to
control and limit state mandates appeared in the stat-
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utes in 1972. While u was an ambitious attempt to
guide lawmakers in their deliberations recarding legis-
lation that alfcctcd local government, the provisions
have not been enough. The legislature will be bound
only by the state constitution. When considering the
enactment of general law intended to limit unfunded
state mandates, constitutional provisions are necessary.

Definition of Mandates— Narrow or Broad

The mandates definition must be the center of
the program selected for review. A narrow definition,
while more manageable in a number of respects, is
limned. For instance, excluding (0O statutes that im-
plement eeconstitutional mandates.” such as the du-
ties and responsibilities of constitutional officers. (21
condilions-ol'-aid programs that require matching
funds from local sources, (31any mandate that readily
isdeemed a statewide necessity, such as law enforce-
ment functions, or (4) statutes that attempt to achieve
uniformity or that arc applied uniformly in the public
and private sectors, such as workers' compensation
and unemployment compensation, will bias the analy-
sisand make it increasingly difficult to maintain uni-
form standards over time. Keeping a larger mandate
universe, including legislation that amends existing
mandates, reduces costs, increases capacity to gener-
ate revenue, or authorizes additional sharing of state
funds with local governments offers greater opportu-
nity for a more complete treatment of the issue and
an understanding of the ramifications.

Measures of Multitude and Magnitude

While it is not always evident in the initial stages of
considering ways to prevent mandates without funding
developing a method for measu_rln?,the number of
mandatesand the extent of the fiscal impact is impor-
tant, Selectmgi a unit for enumerating and an appropri-
ate set of |abels indicating the extent of the fiscal impact
will help in attemgts to Mmonitor the variations in man-
dates over time. Standardization is critical and. when
done correctly, will allow an objective evaluation of the
performance”of a review or monitoring program.

Monitoring Mandates

. This approach typically involves the identifica-
tion and evaluation of mandates prior tg as well as
after their enroliment. Ideally, all ec]uslatlve commit-
tee staff should be involved, as should an entity simi-
lar to Florida ACIR. The involvement of lo bP/mg
9roups for local governments also increases the effec-
Iveness of monitoring efforts. Informatjon must
come from a variety of sources, in¢luding local gov-
ernments. Neverthéless, mt...ods for evaluatingthe
?uallty of the information and the conclusions drawn
rom any fiscal figures submitted must be in.place.
Several ‘techniques have been useful in Florida, is
highlighted below.



Fiscal Notes in Analyses of Legislation. A com-
plete and accurate analysis of each piece of legislation is
necessary. Adopting a format that includes or requires a
section related to local governments is one way to en-
courage obtaining state mandate information. Often,
the appropriate format refers to a "“fiscal note." which
specifies the anticipated fiscal impact of the legislation
on all governments. While these sections axe not always
completed, they are an important beginning.

Sunrise Program. Requiring actions by legisla-
tive committees or each house of the state legislature
is another technique for elevating the attention di-
rected to mandates. Requiring extraordinary majori-
ties for the passage of a mandate at one or more steps
in the legislative process can be a useful exercise.
Another approach recommended by Florida ACIR in
1978 was that the legislature specify a policy objective
ina statementattached to or combined with any man-
date legislation. Both chambers then would be re-
quired to “update” the information in the fiscal note
process to reflect changes in the fiscal impact when
the legislation is amended. In 1982, Florida ACIR
recommended allowing legislation containing state
mandates on local governments to be recommitted to
a substantive committee on a point of order.

Sunset Program. Not discussed earlier, but still
important from the perspective of state mandates in
Florida, is a sunset program for the review of state
regulatory activities. A sunset law enacted in 1978
specifies a timetable by which major regulatory laws
expire unless explicitly reenacted. During the year
prior to the expiration of such a law, staffs for both
houses of the legislature review the law. Legislators
then make the decision to renew or to repeal the law.

Reimbursement Program. Probably the most diffi-
cult to enact isa program that requires the reimburse-
ment of local governments for all state mandates. Im-
plementation of this approach would require a
constitutional provision and an elaborate system for
determining costs and reimbursement procedures.
An extension of current state shared revenue pro-
grams could be pan of this approach, but the com-
plexities involved could be overwhelming.
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CONCLUDING COMMENTS

The Florida approaches have proponents and op-
ponents. The fate of the proposed constitutional
amendment that attempts to restrain the legislature
in its enaament of state mandates on local govern-
ments is not known. Even with its passage, there will
continue to be debates over the issue.

What is clear among the approaches tried and
others considered is the lack of complete, reliable
information on state mandates on local governments.
Failure to obtain the information needed to conduct
objective and thorough analyses of the fiscal impacts
has contributed to the tneffeaiveness of monitoring
efforts in the past. Effeaive implementation of any of
the approaches mentioned in this report and others will
require accessibility to sound financial information.

Cooperation between both houses of the legisla-
ture. legislative committee staff, and other interested
parties is an objective that, if met, ultimately will
ensure the success of identifying state mandates on
local governments and determining their “real™ im-
pact. Whether this cooperation will limit or possibly
eliminate mandates is not a likely scenario. State
mandates on local government are endemic to feder-
alism. Perhaps, though, there can be procedural re-
dress in a system that provides a forum for competing
values and philosophies.
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.APPENDIXA

House JointResolution Nos. 139 and 40

A joint resolution proposing the creation of Section 18
of Article VII of the State Constitution, relating to
general laws that require counties or municipalities
to spend funds or that limit the ability of counties or
municipalities to raise state tax revenue.

Be It Resolved by the Legislature of the State of
Florida:

That the creation of Section 18 of Article V11 of
the State Constitution set forth below isagreed to and
shall be submitted to the electors of Florida for ap-
proval or rejection at the general election to be held
in November 1990:

Article V11
Finance and Taxation

SECTION 18: Laws requiring counties or munic-
ipalitiesto spend funds or limiting their ability to raise
revenue or receive state tax revenue.

(a) No county or municipality shall be bound by
any general law requiring such county or municipality
to spend funds or to take an action requiring the
expenditure of funds unless the legislature has deter-
mined that such law fulfills an important state inter-
est and unless: funds have been appropriated that
have been estimated at the time of enactment to be
sufficient to fund such expenditure; the legislature
authorizes or has authorized a county or municipality
to enact a funding source not available for such
county or municipality on February 1, 1989, that can
be used to generate the amount of funds estimated to
be sufficient to fund such expenditure by a simple
majority vote of the governing body of such county or
municipality; the law requiring such expenditure is
approved by two-thirds of the membership in each
house of the legislature; the expenditure is required
to comply with a law that applies to all persons simi-
larly situated, including the state and local govern-
ments; or the law is either required to comply with a
federal requirement or required for eligibility for a
federal entitlement, which federal requirement spe-
cifically contemplates actions by counties or munici-
palities for compliance.

(b) Except upon approval of each house of the
legislature by two-thirds of the membership, the leg-
islature may not enact, amend, or repeal any general
law if the anticipated effect of doing so would be to
reduce the authority that municipalities or counties
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ave to raise revenues in the aggregate, as such au-
gworlty exIsts on EeHruary P J% J

(c) Except upon approval of each house of the
legislature by two-thirds of the membership, the
legislature may not enact, amend, or repeal any
general law if the anticipated effect of doing so
would be to reduce the percentage of a state tax
shared with counties and municipalities as an ag-
gregate on February 1.1989. The provisions of this
subsection shall not apply to enhancements en-
acted after February 1.1989. to state tax sources, or
during fiscal emergency declared in a written joint
proclamation issued by the president of the senate
and the speaker of the house of representatives, or
where the legislature provides additional state-
shared revenues which are anticipated to be suffi-
cient to replace the anticipated aggregate loss of
state-shared revenues resulting from the reduction
of the percentage of the state tax shared with coun-
ties and municipalities, which source of replace-
ment revenues shall be subject to the same require-
ments for repeal or modification as provided herein
fora state-shared tax source existing on February 1,
1989.

(d) Law adopted to require funding of pension
benefits existing on the effective date of this section,
criminal laws, election laws, the general appropriations
act. special appropriations acts, laws reauthorizing but
not expanding then-existing statutory authority, laws
having insignificant fiscal impact, and laws creating,
modifying, or repealing noncriminal infractions, are ex-
empt from the requirements of this section.

(e) The legislature may enact laws to assist in the
implementation and enforcement of this section.

Be ITFURTHER RESOLVED that in accordance
with the requirements of section 101.161, Florida Stat-
utes, the title arid substance of the amendment pro-
posed herein shall appear on the ballot as follows:

LAWS AFFECTING
LOCAL GOVERNMENTAL EXPENDITURES
OR ABILITYTO RAISEREVENUE
OR RECEIVESTATETAXREVENUE

Excuses counties and municipalities from com-
plying with general laws requiring them to spend
funds unless: the law fulfills an important state inter-
est; and it is enacted by two-thirds vote, or funding or
funding sources are provided, or certain other condi-
tionsarc met. Prohibits general laws that have certain
negative fiscal consequences for counties and munici-
palities unless enacted by two-thirds vote. Exempts
certain categories of laws from these requirements.

Filed in Office Secretary of State June 21, 1989.
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MASSACHUSETTS: THE MANDATE STATUTE

This chapter explains how the Massachusetts
mandate statute came about and how it functions;
gives anutshell summary of the law, what it requires,
major elements of mandate f,mdlnqs, and exceptions
to the general mandate-funding rule: and brie lKAde-
scribes other functions of the Division of Local Man-
dates (DLM).

The Massachusetts mandate statute came about
aspart of what is called the Citizens Taxpayers Revolt.
Proposition 2'/}, similar to the Proposition 13 initja-
tive in California. 1t was overwhelmmg(ljy %ppr_oved at
the general election in November 1980. Particularly
intefesting, and very important to the administration
of the mandate statdte, is that the voters adopted this
Initiative after the legislature had had the opportuni-
ty first tg art_on billS that would have accomplished
similar aims. The house and the senate both rejected
proposals to implement a version of Proposition 2'/2
which also included a section tocreate aDLM and the
mandate-funding rules that now govern legislation
and regulations in Massachusetts. ™

The local mandate statute Is an |mgortant ele-
ment of what some call the Proposition 21/2 success
stoty in Massachusetts. Oﬁponents of the tax reform
measure argued before the fact that it would bank-
rupt local governments. Vastly increased amounts of
local aid, general revenue sharing from the stale gov-
ernment fo cities and towns, were grobably the”maHor
reason for the success story. The fart that'Mas." chu-
setts hasa local mandate statute requmnP state fund-
ing of new programs is almost an equally important
element of the fart that cities and towns have not
gone bankrupt—and still continue to provide a rea-
Sonable level of public services at the local level in
Massachusetts. Recent limits on the growth in state
tax revenues2 and a number of major new state pro-
grams, however, are likely to inhibit the legislature’s

iy D Cuss ol i st i
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AND ITS APPLICATION*

ability to continue the trend of large annual local gid
Increases. Predictably, this may result in more munic-
Ipal court challenges to unfurided state mandates.

The BaY Slaté local mandate law is prospective. It
constrains state activities |mposmg? costs on local 8ov-
ermments that take effect on. or aiter January 1.1981,
The original version of the citizens initiative would have
had the Commonwealth paying for all mandates, even
those enacted prior to 1981, That requirement was egsi-
|¥]seen as unwaorkable. Accordingly, the first year after
the statute was enacted, the legislature made several
corrective amendments. One was to insert the January
1, 1981 trlcT;ger date, This was reasonable because the
problem of identifying past mandates and the cost of
assuming. them were Tjorohlbltlve. Further, b}/ having a
certain frigger date of January 1 1981 the legislatire
and state agencies were now on notice that the rules
were differént, and the% would have to think carefully
about the local impaa before they would act.

In summary, this mandate-funding rule. provides
that any law or agen(:)( rule or requlation taking effect
on or after January 1 1981, that imposes additional
costs on any city or town is effective only if the Com-
monwealth assumes the cost. In the absence of state
funding, .the statute allows communities to comply
voluntarily with a state mandate, but it does not re-
quire compliance. It does not, however, allow the
community to make this decision on itsown, The state
auditor, for that matter, cannot make a decision thata
law will be ineffective due to lack of state funding. .
because of the separation-of-powers doctrine. Qnly
the judicial branch can declare an act of the legisla-
ture to be ineffective,

. Accordingly, the local mandate law allows an ag-
grleved city or ‘town to petition Superior Court for

eclaratory relief, The court may order that the com-
plaining city or town be exempted from having to
comply withi the law or regulation If. in fact, the court
agrees with the allegations. In one such case, the state
Stpreme Court exémpted municipalities from having
to carry out more private-school transportation respon-
sibilitiés than were previously required. This isknown as
the Lexington3 decision, discussed below.



. One section of Proposition 2!/2created DLM. It
isa new division within the state auditor'soffice. The
law requires that division to review any Po_st;1980 law
or regulation that a municipality Suggests isimposin
new Costs and to determine the amount of that cost
In any litigation, the amount of the cost imposed, as
determined b}( DLM. would be Prlma facie evidence
of the amount of state funding that would be neces-
sary to sustain the mandate, o

By the express terms of the statute, it might appear
that the wark is limited to providing evidence for man-
date litigation. But. in practice, more has to be done
because’ DLM cannot determine the amount of cost
imposed hefore it determines that there is truly a new
obligation on a city or town that megts the elements ofa
mandate finding, DLM s very strict about this Rroce-
dure because it'is important t0 the auditor that he not
be seen necessarily asa municipal advocate or as a state
advocate. Toward"that end, the office goes through a
rather painstaking process in making decisions,

Note that the Statute onlx/lallows a City or town to
submit written notice to DLM to ask for a mandate
ruting. 1NIS Provision does not include regional school
districts, other regional entities, or counties. The statute
IS S0 written, and the statute is what governs the work.
_ Even though DLM’s decision i not necessarily
final, it has to come to a firm conclusion that there is. in
fact, a new cost imposed on acommunlty. Upon proper
petition from a dty or town, it looks for the elements of
a mandate finding. In dan? 50, It establishes that the
requlation or law was. in Tact, effective on or after
January 1,1981, Then it determines that there isa cost
Imposed and that there has been no appropriation. by
the Commonwealth to assume the cost. Determining
that there is, in fact, a cost imposed on a city or town by
the [aw or regulation is often' the most difficult part of
the legal detérmination to be made. Clearly, as DLM
sees them, conditional grants—compliance” conditions
that would be prerequisite to receiving a state grant—
would not be costs imposed by, the Commoniwealth.
They would not because a municipality would have a
way to avoid the expense. If the city of town does not
wish to perform this service, then it may decling the
grant. Local option or the ahility of a community to
rescind prior acceptance of a law'would defeat a man-
date finding. This point can be made even when it is
difficult for'a _dt)( or town to decline local acceptance.
An example is the recent amendments to the state
Workers Compensation Act that imposed manK new
C0sts on communities. In the final analysis, even though
realistically no community is gomgz_to rescind its accep-
tance of the Workers Compensation Act, that option
was there. Court autho_r|t¥ requires this the of Inter-
pretation. DLM calls it the Lexington hard choices
doctrine.4 1t would be a hard choure and sometimes.an
Impossible one as far as labor negotiations go to rescind
acceptance of the Workers Compensation Aa or many
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other local option programs. But there is that choice.
And the State Supremé Court in the Lexington gecision
stated that when there is such choice, there is not a
mandate within the meaning of the statute.

.. Another interesting paint from the Lexington de-
cision provides that when DLM determines whether
a state agrEJro riation has been made to assume the
cost of . yglven new program, undesignated In-
creases in general local aid will not satisfy. DLM has
to find a specific appropriation for the Specific pro-
gram within the state budget.

_ Like most states. Massachusetts has several excep-
tions to the mandate-funding rule. By statute, there is
an explicit exception for costS imposed by a court deri-
sionor costs |mPosed bya law oy regulation adopted asa
direct result of a cort_derision.”With this in mind
mandate scrutiny has to include a review of all relevant
court decisions on a given topic to ensure that the court
exception/exclusion.does not apply in any given cage.

y interpretation. DLM also makes exceptions
for federal ﬁass-through laws and regulations. An
example is the federal handicapped Accessibility to
Rollmq Places Act and accom anylnﬂ state regula-
tions, Tn the final analysis. DLM concluded that State
requlations implemeriting the act required no more
than was required b}/ the federal law. Accordingly,
there was no new state-mandated cost. Although it'is
sometimes difficult to draw the line. DLM finds in
favor of a mumuPallty If a state regulation imposes
costs beyond the Tederal requirement. ,

Also by interpretation. DLM makes exceptions
for laws that regulate private industry and indirectl
Increase the. costs of runmng municipal government.
An example is the recent Solid Waste Management Aa.
a major initiative in Massachusetts, whefeby private
owners and operators of certain solid waste Tacilities
had to make expensive environmental protection im-
provements to their equipment. The result is in-
creased tIpPIng fees for municipalities. Nonetheless.
DLM concluded—again trying to be just as fair to the
state asit s to the cities and towns—that this tlppln(t;,-fee
increase resulted more from the concraaual relation-
shipwith the facility than from the state statute. Law or
requlation must be found to impose the cost on a city or
town before state funding obligations attach.

. Generally, the Massachusetts mandate statute ap-
plies to all tyPes of taws. They include educational
environmental and public-safcty laws, but not laws reg-
uIatln(I;_ the benefits of municipal empIoYment. At the
same time Proposition 2'/ was enacted, the voters also
adopted an amendment to the Massachusetts constitu-
tion: it provides that the types of laws regul_atln? the
wages, hours, benefits, and conditions of mynicipal em-
ployment can be imposed against municipalities If there
Is & two-thirds vote of each branch of the legislature.

The Massachusetts mandate la* requires state
funding for even meritorious programs. This require-



menj IS contraty to Janet Kelly's observations on
South Carolina/Some South Cdrolina officials seem
not to mind social-policy state mandates—they do not
,comP_Iam about costs for new programs they see as
ustifiable. In Massachusetts. local officials seek reim-
ursement even when they agzre_e with the policy behind
a new mandate. They have this statutory right. If the
legislators want tc implement a statewide policy and it is
important enougr. to them, they will have to'find the
maney to fund 1t. This attitude Tits nto the economic
context in which the local-mandate statute was created.
Massachusetts cities and towns are restrained by Propo-
sition 2'/]. They cannot raise additional revenues to
support even meritorious programs. S the legislature
has'tg put its money where ifS mouth is.

Generally, if DLM establishes the elements of a
mandate fin mg_ with no exceptions, It begins the
cost-documentation process, first with the intlividual
petiti ner%. It then makes statewide estimates,

The etfects of a mandate determination under the
Massachusetts statute are varied. On clear issues when
the auditor finds a state mandate, the legislative re-
sponse 'ﬁ %enerallx [posmve. It isop clear issties Jn which
the legal arguments are straightiorward and, the price
fa 'IT not t0o |9h. Dhl\/l communicates gs findings to
egislative leaders, and very gften the funds are appro-
priated. The | ,ngffﬁ[OfS benefit tr)]ystmg th?_l[ constitu-
ent communitiés the e_xp?nse and lime"of |t|gat|oq.
~ Othertimes, Partlcu arly on expensive Itéms, leg-
islators are reluctant to fund DLM determinations
untilan issue isdecided in court. One landfill-related
matter has been pending for three years. Throughout
this period, several legislators whose constituent
communities are affected by this new lanafill regula-
tion have filed bills to fund the costs imposed Upon
their communities as determined by DLM. But, in
each case, the funding bills were defeated during the
lloor debate pending court determination of the Is-
sues. This controversy is currently ending before the
Massachusetts Supréme Judicial Court. _

. When there isa no-mandate finding, a community
still has the opportunity to go to court'and challengé
DLM's decision. But that™has not happened |)_/et.
No-mandate determinations are turned overtoa DLM
section known as the Sunset Program. It has authority
to make recommendations concerming any law. even if
it was effective before 1981, In this way, DLM can offer
some furtherlevel of review for municipalities. Even ifa
law does not require state fundlng in the stria sense,
DLM triesto determine whether the law may be unrea-
sonable or should be modified in fomT, oth rwlal.

A mandate-reimbursement law like the Massa-
chusetts version provides a reasonable balance be-
tween the interest of local and state policymakers.
There is a %eneral expectation that mandated pro-
%]rams_wnl e state funded. This feeling. provides

ore independent deus|on-mak|ng_au_thor|t¥
cal budgeunakers who must work within the

for lo-
imits of
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Proposition 2/, On the other hand, strategies are
avallable to the legislature for implementing state-
wide policy initiatives affecting local spending.

Should the legislature specifically desire, u can
override the local mandate-funding Tule. It can in-
clude explicit language in an% law providing that a
new service must be funded ?1/ municipalities, not-
withstanding the provision of the local mandate law.
The legislature has not yet exercised this option.

.. New programs can be imposed as irresistible con-
ditions to state-aid distributions. This provision is a
twist on the Lexington private-school transportation
case. After the court held the communities no longer
had to provide certain unfunded mandated transpor-
tation services, the legislature attached a proviso {0
the local aid item that has traditjonally given state aid
for several kinds of transPortatlon: réqular trans?or-
tation, bilingual, and so forth, Any community that
did not furnish private-school transportation would
not receive its general school-transportation ajd—
truly an irresistible condition, because it involved
largie sums of mone;{ for most communities. Nonethe-
less, the court concluded that imposing sucii a condi-
tion was within the prerogative of the'legislature.

. DLM isseeingagrowing use of local Option legis-
lation, particularly in'the property tax exemption ar-
eas. Quite often, the Ways and Means Committees
call the office, and after discussing a matter, they
amend a bill to include local gption Ianguage. The
DLM staff is pleased when that happens because
some say that this exchange is really what Proposition
2Tiisalfabout, giving more decision-making power to
the local level 0t government, ,

. Few laws have passed since 1980 without some
discussion of the local mandate issue if a matter im-
paas local %over,nment: The auditor's decisions are
often quoted during house and senate floor debates.
And local officials rely heavily upon DLM to continue
this kind of work. Agaln, the State auditor's office is an
important faaor in | avmq_made It Bossml_e_for munici-
palities to live within the limits of Proposition 2'/].

The legislature is keenly aware that the local
mandate-funding rule was a voter initiative. It knows
now that if it does not stick with itspan of this bargain,
the citizens can o back to the polls and give them an
even more stringent Jocal mandate statlte that they
would have to live with.

Several states are doingjust that. The Massachu-
setts mandate law is not a constitutional amendment,
s0 the legislature has some leeway. And, states may
want to consider this point as a defénsive measure, O
course, no legislature would voluntarily bind itself to
amandate-funding rule, But, if states at least take some
steps up front to ase the burden of costs imposed on
local governments, they may find themselves in abetter
positjon to resist what ml% the a citizens' initiative to
require funding of any statewide policy.



POSTSCRIPT
Since initial publication of this article in early

1990. the Massachusetts Supreme Judicial Court re-

versed an earlier superior court decision re?ardlng
local versus state funding duties for liner installations
at municipal landfills. In Town of Norfolk V. Depart-
mento fEnvironmental Quality Engineering* the state's
h| hest court stated that the Massachusetts mandate
aw o Pp ies to requ atory obligations in which the
municipality has no choice but to comply and to pay the
costs." The' court reasoned that (1) smce there is no
state requirement |hat g mun|C| ality operate a landfill
and (2) since the majontyo Ci |es an fowns conract
for this service, the Cost of state re%u lations requmnq
liners could be avoided by contracting t'ash disposa
with a commercial enter nse _Accordingly, the court
ruled that the state could require the Town of Norfolk
to line its munluﬂally owned landfill at local expense,
The Massachusetts State Auditor's Division. of
Local Mandates (DLM) reads the Norfolk decision
narrowly. DLM analysis indicates that relatively few
state mandates cart meet all criteria cited by the Court
as grounds for exclusion from the local mandate law.

Notes
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The Massachusetts Division of Local Mandates
ED LM) is placed within the Office of the State Audi-
or. headed by an independent elected official. Its
genesis is important because it means that DLM's
ruImPs_on whether post-1980 state laws, rules, and
reg%u ationsviolate Proposition 2'/2and the local man-
date statutel and should therefore be state funded
are impartial, If the state requirements are based on
pre-1981 authority, allow for local acceptance, or
stem from court ofders or federal mandates, then the
local mandate statute does not apply. .

It also means that DLM's detefmination of the
expenses municipalities incur or anticipate due to
state-mandated programs are calculated accurately
and fairly. For example, financial cost models are
used to compute the estimated costs of pending Iegzls-
lation and draft state regulations. In addition, the
anticipated cost savings a particular proposed or ef-
fective law or regulation may generate for cities and
towns are considered, when appropriate, in arrlvmg
at the state’s net funding obligation. For unfunde
state programs already in effect. DLM requires my-
nicipalitiés to submit cost documentation, such as bill
receipts, payroll data, cost quotes, and so on. as evi-
dence that expenseswere incurred or are anticipated.
In othey instances, a cost claim form is forwarded to
local officials, who are then asked to detail incremen-
tal state-mandated expenditures and to sign a verifi-
cation clause to attest that the costs are genuine.

. In'summary, DLM beligves that the way to main-
tain the respectand credibility of both state and |ocal
officials is to contl_nue_|SSU|n%sound impartial legal
rulings on the applicability of the local mandate law'to
state-mandated programs, to emploY the, latest in
computer cost-modeling techniques to estimate po-
tential statewide costs, and to require verification of
mandated expenses from municipal officials.

e T
| date: > (Washington.
rban InsUtute Press, 10).

ate ternatives
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As DLM strives toward these ends, more and
more legislative committees and state agencies are
contactiig DLM before the fact—before promuI?at-
ing costly laws and regulations, Today, DLM Tre-
quently works with these slate officials to help draft
new state programs that will be consistent with the
local mandate law, It also provides them with state-
wide cost studies that identify the financial impacts
proposed unfunded laws and regulations would have on
municipalities. This practice is consistent with the audi-
tor's proactive stance, seeking consensus to fund
state-mandated programs in the'Initial proposal stages.

UP-FRONTFUNDING VERSUS
REIMBURSEMENT

An important interpretation of the local man-
date provisions of Proposition 2'/2is found in a 1985
Massachusetts Supreme Judicial Court decision.
Town o f Lexington V. Commissioner o fEducation.2The
state's highest court ruled that laws are ineffective
when they are enacted without provisions for state
assumption of local costs in each year the costs are
unposed. The, decision alsq stated that this funding
should come in the form of up-front monies.

Nevertheless, new state programs continue fo
become effective without this stafe funding commit-
ment. Although exact numbers are hard to' come by,
DLM has an overall sense that these instances are
stages of enacting new state programs. Surersmgly,
more and more legislators and state agency headsare
comPlang with this spirit of Proposition 2'7i, for it can
result”inthe smooth local implementation of pro-
%rams important to them, while avoiding the risk of

LM'sdetermining that the program |,ssubhect tothe
local mandate lawand. the courts' ruling them inef-
fective, This latter ruling would essentially exem?_t
municipalities, from the “mandated provisions until
state funding is provided, and provided up front.

In short, DLM's position and, naturally, that cf
local officials, is that state funding should bé up front
so communities do not have to appropriate and ex-
pend limited financial resources in anticipation of



state reimbursements later. For this reason, provi-
sions of the local mandate tawwere incorporated into
Proposition 2'/8 to halance the fiscal constraints Prog);
osition 2Vj placed on local governments' property t
revenue-raising capabilities.

Up-Front Funding Process

I _keerg with its proactive stance. DLM follows
I %lslatl_on hrough a computer trackm’\% s¥stem tied Into
the legislature’s computer system. More than 6.000
R%ece of le ’slatlon [e ,revleKve,qI bx staff dyearla/ for

Jandate mﬂlcatlons. BI% ticket” unfunded mandate
Do i T i
_p |ODLM Ieg?aflstaf?c_hec sthat the blll)s{woﬁld in fact
impose new financial impacts on citiesand towns, The
research unit then attempts to attach a BrIQQ tag to
the legislation. It does so by sampling 40 cities and
towns Tepresentative of the entire state in terms of
population and other demographic variables. The
survey instruments are concise and not burdensome
to local officials, so that local cost data can be quickly
gathered and tabulated. DLM also creates computer
cost models to calculate the numbers and to translate
them on a statewide basis for 351 cities and towns over
a three-year period, Future-year costs are sometimes
tabulated using inflation factors. Public and private
sectors providé other rejevant information and cost
data. For instance, If unit costs for mandated equip-
ment purchases can he obtained from privatc-sector
sources, this information can be plugge_d into the cost
model and statewide costs computed in a matter of
seconds, without going the survey royte. DLM some-
times works with legislative committees and state
agency officials in a combined effort to cost out pro-
posed mandated programs.
~ DLM’slegislative unit then takes over, contact-
ing legislative Committees and state agencies and ad-
wsmH them of DLM's concerns and cost findings.
|deally, a consensus is formed that the new program
requires a state funding commitment, and either the
funding |sappto riated and provided to communities
up front so that focal finances are not affected, or the
prquar_n Is not mandated. _

his system has worked on several issues. The

1984 suidde prevention law1 required in pan that
local lockups make theirjail cells suicide proof. DLM
advised the legislature—based on information re-
ceived from local police chiefs and their association—
that this proposition was expensive, that it would
require more than the SI million reimbursement ap-
propriated for renovation costs. A total of S10 million
Wwas soon appropriated and has been provided to cities
and towns on an_up-front basis by the Governor's
OITice for Administration and Finance.

_In 1983, DLM reviewed an_added-pollln?-hours
bill that, in effect, mandated cities and towns To keep
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their poIImP precincts open an additional three hours
for state efections4 Through a representative sam-
pling of communities, DLM projected the statewide
added-personncl and other fixed costs (e.g.. rent,
heating, and lighting) that the bill would impose on
cities and towns. A funding commitment_ was soon
added to the bill, and the Ieglﬂatvre authorized DLM
to certlfg local costs tor each electjon. As a result
since 1984. $3 million has heen provided to cities and
towns In up-front monies for election costs.

DLM also identified a 1984 right-to-know bill as
potentially costly mandate IquﬂsIatlon. A quick surv%y
estimated’ statewide costs, DLM Rresented its find-
Ings to the legislature, and since then, nearly $1 mil-
lion in up-front monies_has been made avdilable to
local officials for costs incurred complying with the
environmental investigative and re _ortmg_requwe-
ments of the new law.51n handling this funding issue,
the executive branch is using an up-front funding
vehicle that forwards cities and towns Per-capl,ta
monies that are then drawn down on a quar erIY basis,
providing that local governments give an account to the
governor's office on how the money is spent DLM
considers this mechanism an ideal way of satisfying the
funding rquuwements of the local mandate law.

In"1986, DLM assisted. the legislature and the
Department of Education in estimating three-year
costs for the school breakfast bill.6 Through. survey
information and by deducting federal fundln? for
school breakfast expenses. DLM estimated costs for
affected school systems. Today, about $710.000 has
been targeted in uP-f[ont state funding.

A final example is a 1987 bill7 that would have
required local poI_lce_agTenues to pay for enrolling
their part-time police in‘Tull-time police officer train-
Ing courses, Based on information gathered from the
Executive Office of Public Safety'and through sur-
veys. DLM estimated these costs at nearly $25 mil-
lion. The bill was refilled in 1988. but again'it did not
pass, given the costs involved. _

In short, _b%gettlng_lnvolved early in the, Process
and by establishing positive relationships with state
officidls. DLM can ensure that state funding is pro-
vided before, not after, the fan. and can enstre that,
Inany case, It is provided.,

The Reimbursement Process

In reality, new mandated roqrams_beco_me ef-
fective withqut state funding. The Tocal fiscal impaa
Is not considered until local officials begin com-
pliance. These local officials turn to DLM when they
are faced with mandated costs they have not antici-
pated and budgeted for. Then DLM srole isto deter-
mine what affcaed municipalities have spent or ex-
pea tospend. As mentioned above, verifiable proofis
required of incurred or anticipated expenses. DLM'’s
determination of this amount can  n be submitted



in court as pnma facie evidence in suns brought by
cities and towns to seeltan exemption from the man-
date until state funding is provided.

During DLM? cost-documentation process.
DLM attempts to determine the statewide costs im-
posed. This process enables DLM to recommend to
state agencies or to the legislature the amount of
reimbursement necessary not only for one petitioning
community but for all 351 cities and towns. The pro-
cess may require municipal officials to submit cost
documentation or complete signed cost claim forms.
DLM’sjob then isto make its findings available to the
legislature and state agencies with the hope that state
reimbursement will be appropriated and distributed
to affected cities and towns.

An example of how this system works was in 1986.
when the legislature enacted the Race and Primary
Language law.8 This unfunded statute required a new
one-time census taken by municipal census officials.
They were to identify and report to the Secretary of
State the race and primary language of residents.
Through cost claim forms and by unit costs gathered
from private computer service bureaus for new cen-
sus lists. DLM determined statewide costs that it
presented to the staie agency. The state agency then
requested and was granted an appropriation of
5900.000 to reimburse the expenses incurred by cities
and towns, as certified by DLM.

A last example is the 1983 State Department of
Public Health ambulance service regulations.9 which
were promulgated without state funding. Today the
legislature still reimburses affected cities and towns
for past costs. These costs are first gathered and certi-
fied by DLM.

ROADBLOCKS TO SUCCESS

Conccmsare raised when the legislature pays for
the mandates it imposes on cities and towns out of the
local aid fund. This fund, officials believe, should be
state revenues shared with local officials without any
strings attached; they should not be used to fund
mandates. When the economy of the state is less than
healthy, legislators and the executive branch may not
be inclined to agree with DLM to fund new state-
mandated programs.

Massachusetts experienced tremendous revenue
growth during the 1980s. However, a recent trend of
spending growth in excess of revenue growth, along
with severe revenue shortfalls, has created a structur-
al revenue-spending gap. which has existed for at
least three years. Consequently, the governor and
legislative leaders are considering both temporary and
permanent new taxes, among other measures, to assist
in balancing the FY 1989 und FY 1990 budgets. Given
the state’s new fiscal reality, FY 1990 budget proposals
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This anticipated downturn in infusions of state
financial assistance, along with an overall decline
since 1981 of property tax revenues brought abcnt by
Proposition 2/j, has led the legislature to propose
further modification of Proposition 2'/,. One propos-
al would allow city councils and town meetings by a
two-thirds vote to assess property taxes for debt ser-
vice outside the limits of Proposition 2'/i without ob-
taining voter approval. Also in 1987. Chapter 229 of
the Acts of 1987 allowed communities to pass an
override of Proposition 2'/2to increase general reve-
nues with a simple majority vo'e, instead of the pre-
viously required two-thirds voter approval. However,
less than half the Proposition 2'/2-override attempts
in the state’s 351 cities and towns have been succes-
sful. even with this less-restrictive override provision.

Sometimes legislators and state officials label
DLM as a roadblock to successful local implementa-
tion of important state programs because it raises the
mandate issue. Although the merits of a new law or
regulation are commendable, cities and towns must
be assisted in paying for them, especially today, given
state and municipal financial problems. DLM has
thus increased its efforts to provide state
policymakers with timely local cost impacts of pro-
posed state programs. As a result, these officials are
far more reluctant to pass costly local mandates.

Another roadblock can be gathering cost data
from part-time offices of small communities. Of the
351 citiesand towns in Massachusetts, 123 towns have
less than 5.000 residents. However, because input
from these local officials is needed, for it is these
small towns that most often feel the biggest negative
impaa from state mandates. DLM keeps in constant
contaa with them through its field services staff, and
designs surveys and cost claim forms that are quick
and easy to complete.

FACTORS AFFECTING
DLM*"S SUCCESS

DLM staff has varied and experienced back-
grounds. Some are also part-time town clerks, select-
men. city councilors, and assessing officers. One wasa
three-term mayor. Some have worked in other mu-
nicipal and state agencies. Many have, or are working
toward, law and master's degrees. They also partici-
pate in courses and seminars Intended to further edu-
cational and professional careers.

Another factor contributing to DLM success isits
field services and legislative liaison units. DLM has



established positive working relationships with local
officials and their various municipal associations, leg-
islators, and state agency staff. As a result, DLM
receives about 500 written inquiries a year concerning
state-mandated programs from local and state officials.
It also responds to about 600 phone calls annually,
providing information and assistance to municipal and
state officials, and reviews and certifies hundreds of cost
claim forms and surveys yearly for state funding.

Another factor contributing to DLM's effective-
ness is the continuing refinement of its computer cost
model. The data bank and cost-modeling techniques
are more advanced than those of most state agencies.
Costing out mandates isas much an an as ascience—
there are relatively few rules to follow. DLM staff is
given considerable leeway for judgment and for com-
ing up with innovative methods of cost analysis and
estimation. All activities are accomplished on an an-
nual budget of 5860.000.

DLM work is easier when the legislature completes
its own estimates on the local costs of legislation. It is
also easier when the execuuve branch fulfills the intent
of the Governor’s Execuuve Order 145. which requires
state agency heads to estimate the municipal fiscal im-
pacts of the regulations they propose. Given the au-
thor’s personal experience, there continues to be a need
for DLM. It will not become extinct for lack of un-
funded state mandates proposed or enacted.

CONCLUSION

Since DLM’s beginning in 1983, nearly 520 mil-
lion in state funding has been provided to cities and
towns for mandated requirements, either up front or
in reimbursements. More important, millions of oth-
er dollars in potential state-imposed costs were not
imposed because of concerns DLM raised. DLM in-
tends to continue meeting its objectives.

POSTSCRIPT

Since initial publication of this article in early
1990. concerns expressed about the status of the Mas-

sachusetts fiscal picture have grown. A 51.2 billion tax
package was passed in mid-July, raising income taxes
by about 20 percent, nearly doubling the state gaso-
line tax. and expanding the sales tax to a wide variety
of business and personal services. Nonetheless, some
analysts project that the S13.6 billion state budget
proposal for fiscal 1991 will be 5300 million to 5400
million out of balance. This shortfall does not include
approximately S240 million needed to finance bond-
ing to pay off the fiscal 1990 spending deficit.

Moreover, a citizens' taxpayer group anticipated
the tax increase measure and has obtained signatures to
place an initiative petition on the November 1990ballot.
This petition would repeal the tax increases and roll
back state fees, fines, and taxes to 1988 le’ :Is. Analysis
project that the citizens' initiative woulu require state
spending cuts of 55 billion over the next three years.

In such a climate, it is reasonable to expect that
the legislature might look more to local resources for
funding necessary services. At the same time. Massa-
chusetts cities and towns no longer will enjoy the
significant annual local aid increases to which they
had become accustomed. The Massachusetts State
Auditor's Division of Local Mandates (DLM) fore-
sees a growing importance of its cost estimation work
for the legislature. Many of the same factors impair-
ing state finances are at work on local finances. With
all of this. DLM expects more aggressive resistance
from municipalities to state mandated spending, and
more intense debate on legislative proposals contain-
ing such mandates.

Notes
'‘M.G.Lc 25.2/C o _
ZK%AS@ %_ ton v. Commissioner of Education. 38

IM.G.Lc. 405 368B.

‘Chapter 503 of the Acts of 1983
SChapter 470of the Acts of 1983
*Chapter 36 0f the Acts of 198
’House No. 84.

‘Chapter 16%0f the Acts of 19
*106 CMR 1/0et seq.



Connecticut has exhibited great caution with re-
gard to the mandatory reimbursement concept. A
phrase that perhaps summarizes Connecticut’s expe-
rience with this concept is the rise and fall of the
reimbursement issue in the land of steady habits.

About eight years ago. the state began to consid-
er seriously the adoption of a mandatory reimburse-
ment program, but. after a year and a half of careful
consideration, decided against it.

Some background information outlining the re-
sponsibilities of the Office of Fiscal Analysis and the
emergence of the state mandates issue in Connecti-
cut is important as a background for understanding
Connecticut’s reluctance.

The Office of Fiscal Analysis (OFA), the legisla-
ture's budget office, consists of 20 professionals who
handle the following three major responsibilities:

m  AssistingthetwofiscalcommitteesfAp-
propriations and Finance) in the formu-
lation of their budgetary recommenda-
tions to the full legislature.

m  Researching fiscal issues for any of the
187 legislators who might ask for assis-
tance (although OFA works primarily
for the fiscal committees).

m  Preparing state and municipal fiscal im-
pact statements (fiscal notes) on legisla-
tion. OFA analysts append a fiscal note
to each bill favorably reported by nonfis-
cal committees. The bill, along with the
fiscal note, is then distributed to all
members of the house and senate. Inad-
dition, analysts provide preliminary fis-
cal notes on bills being seriously consid-
ered by the fiscal committees before
these bills are favorably reported. OFA

her rte hla |c|e which first appeared in
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analysts complete approximately 2,000-
3.000 fiscal notes per year on bills,
amendments, and amended bills. It be-
gan preparing state fiscal notes in the
mid-1970s and started proviJing munici-
pal fiscal notes in 1979. The work on mu-
nicipal fiscal notes exposes OFA to the
state mandates issue.

Interest in the possibility of adopting state man-
dates legislation in Connecticut was spurred by pas-
sage of legislation around 1978 regarding hyperten-
sion benefits for local police and firefighters. The
legislation passed before OFA started preparing mu-
nicipal fiscal impact statements; it had serious cost
implications for municipalities that became apparent
once the legislation was implemented.

Several organizations that represent municipali-
ties were sensitive to the legislation and pushed fora
legislative remedy to avoid this type of development
in the future. Some form of reimbursement was sug-
gested for state mandates. These organizations
joined forceswith a legislator from a rural community
who believed philosophically that the state should
bearat least pan of the costs associated with imposing
mandates on municipalities.

As a result of this concern, the State Mandates
Interim Study Committee, composed of five mem-
bers of the Appropriations Committee, was estab-
lished puisuant to 1983 legislation.1The committee is
required lo reporton the feasibility ofa pilot program
for reimbursing municipalities for the cost of new or
expanded state mandates.

Connecticut's cautious approach isevident in this
1983 legislation. A mandatory reimbursement pro-
gram would be considered, but any implementation
would occur on a limited pilot basis within one specif-
ic program area of government. Implementing the
pilot program in the environment/economic develop-
ment area of government subsequently was consid-
ered. The 1983 legislation also:

m  Defined suite mandate as “any state ini-
tiated constitutional, statutory or exccu-



The nextyear, the State Mandates Interim Study
Committee thoroughly researched the issue, with a
thrust toward establshing a pilot-reimbursement
program in 1984 in the environment/economic devel-
opment area of government. In the process of its

live action that requires a local govern-
ment to establish, expand or modify its
activities in such a way as to necessitate
additional expenditures from local reve-
nues, excluding any order issued by a
state court and any legislation necessary
to comply with a federal mandate.”

Required OFA to prepare fiscal notes on
state mandates. Because OFA had al-
ready been providing them since 1979,
for practical purposes, analysts began in-
dicating state mandate in capital letters
on the Fiscal note to alert legislators to
the existence of legislation that would
impose a state mandate.

Required OFA to review state mandates
and the cost of such mandates passed
during the 19(13 legislative session. Ap-
proximately 40 out of the 800 bills passed
were identified as state mandates.

Defined various types of mandates and
other conditions related to the mandates
(e.g., disclaimers that were conditions un-
der which the state would not provide re-
imbursement | a reimbursement proce-
dure had been subsequently enacted) and
required that the types of mandates and
related condiuons be indicated on fiscal
notes. This requirement subsequently was
repealed through 1984 legislation.

deliberations, there was an effort to:

Collect comparative information from
other states, especially Californiaand Il-
linois, regarding their reimbursement
programs;

Identify costs that would be reimbursed
and the timetable for reimbursement;

Improve OFA's ability to get more com-
plete information from municipalities
on a timely basis (e.g., developing a con-
tact list of up to 10 small, medium, and
large municipalities out of the total 169
cities and towns in Connecticut); and

Assess the administrative costs asso-
ciated with instituting a reimbursement
procedure in Connecticut.
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Although most of the study committee's efforts
centered on devising an elaborate scheme of reim-
bursement that would have been implemented on a
pilot basis, the ultimate legislation that passed did not
go that far. and only relatively modest legislation was
enacted in 1984. Connecticut’s reluctance can be at-
tributed to the following types of issues that were not
completely resolved:

m  How to define reimbursable costs (e.g.,
should reimbursements include indirect
as well as direct costs?):

m  Which timetable for reimbursement
should be chosen (e.g., provide reim-
bursement in the firstyear or wait two or
three years until the overall impaa be-
comes more evident), what amount of
reimbursement should be provided
(e.g., institute a percentage share ar-
rangement with municipalities), and
whether the reimbursement should be
phased in (e-g., 25 percent for the fust
year, 50 percent for the second year, etc);

m  Whether the state should provide reim-
bursement for mandates requested by
municipalities or for those mandates al-
ready in place;

m  How to ensure that quality data could be
obtained quickly from cities and towns
and how to obtain reasonable fiscal esti-
mates given that municipalities do not
often know initially how a proposed
mandate will be implemented;

m  How much money should be spent bythe
state reviewing, processing, and auditing
claimsand establishing an appeals board
to resolve complaints (annually, Illinois
and California were spending approxi-
mately 5500.000 and $750,000, respec-
tively, to support the administrative
components of their state mandates pro-
grams, and Conneaicut was not only
hesitant about incurring these addition-
al costs but also was unwilling to estab-
lish this layer of bureaucracy); and

* Reluaance on the part of the Appropri-
ations Committee chairsand other legis-
lative leaders to give up some control
over expenditures by instituting a man-
datory reimbursement procedure due to
the state's uncertain fiscal condition at
the time.

The following two reactions to some extent typify
Connecticut's cautiousness with regard to adopting a



mandatory reimbursement procedure. The Appro-
priations Committee chair had serious concerns
about relinquishing some control over state appropri-
ations to an automatic reimbursement mechanism:
she often questioned whether the mandatory reim-
bursement approach made sense and whether the
state’s best interests would be served by moving in
that direction.

In addition, one highly respected Connecticut state
auditor who has held several important positions in
state government expressed his concerns as follows:

Asyou know. 1 don’t think this concept makes
any sense. Further, assuming acceptance of
the concept, ihe method of dealing with it as
proposed in the working draft is crazy.

The draft (legislation) raises so many ques-
tions that it is unproductive to go through
them in this memo-----

The process of computing the costs consis-
tently among all the local government enti-
ties and setting up the procedures, staff and
timetable for OPM (the Governor's budget
office) to approve requests and hear appeals
would be a nightmare....

If there is a compulsion to proceed with this
concept, I think that each bill establishing or
expanding a mandate should include an ap-
propriation and a formula for distributing
the appropriations. The Assembly (state leg-
islature) would have the choice of adopting
or removing the appropriation... .2

Asaresult ofthe technical implementation prob-
lems that were identified but not completely resolved
and the concerns expressed by some legislative offi-
cials, Connecticut began to consider more seriously a
voluntary rather than mandatory reimbursement
scheme. In lieu of amandatory reimbursement proce-
dure being enacted in 1984 on a pilot basis with regard
to the state's environment/development programs, a
voluntary reimbursement procedure was adopted.

After a year and a half of careful consideration,
legislation wa* enacted in 1984. It requires that any
bills creating or enlarging state mandates be referred
to the Appropriations Committee.3 The statute re-
quires that any such bill that is favorably reported by
the Appropriations Committee contain a determina-
tion concerning:

m  Whether such bill creates or enlarges a
state mandate, and if so, which type of
mandate is created or enlarged; and

m Whether the state shall reimburse local
governments for costs resulting from
such new or enlarged mandates, and if

47

so. which costs are eligible for reim-
bursement and the level of. timetable
for. and duration of reimbursement.

The Appropriations Committee provided these de-
terminations in the first year but has not done so subsc-
-uently because interest in the state mandates issue has
declined. No direct reimbursement ever has been pro-
vided through this legislation. Bills that would impose
state mandates are still referred to the Appropriations
Committee, however, the general issue and the poten-
tial for reimbursing municipalities for new or expanded
mandates imposed by the state have received relatively
little attention in the last four to five years.

It issomewhat difficult to measure the effective-
ness of Connecticut’s state mandates law. Perhaps
the law has reduced the number of additional man-
dates being imposed by making legislators more
aware ofthe consequences of theiractions on munici-
palities. Fewer such bills seem to be introduced, and
even fewer are given serious consideration nd even-
tually passed. Most bills affecting municipalities that
pass do not impose significant burdens and often
create relatively simple administrative changes that
usually result in either no cost or in minimal munici-
pal costs that can be absorbed.

In addition, immediate attention was diverted
from the mandates issue because the fiscal pressures
on Connecticut’s state and local governments that
existed prior to passage of the state mandates legisla-
tion were temporarily alleviated. The state enjoyed
sizable general fund surpluses totaling $1,146 billion
over four consecutive fiscal years as follows: S165.2
million for 1983-84, $365.5 million for 1984-85. $250.1
million for 1985-86. and $365.2 million for 1986-87. In
lieu of funding any new state mandates or directly
funding existing ones, Connecticut was in a better
financial position to provide more indirect assistance
to municipalities through general state aid. including
property tax relief grants. Asa result of the improved
fiscal condition of the state, legislative and municipal
officials became less concerned about direct reim-
bursement for specific state mandates.

This attitude could change, however, if the
state’s fiscal picture continues to worsen in future
years. Connecticut ended FY 1987-88 with a $115.6
million deficit, and FY 1988*89 with a $28.0 million
deficit, and is likely to end FY 1989-90 with a $160.8
million deficit. Connecticut has attempted to en-
hance revenues and slow the rate of growth in expen-
ditures to avert a deficit in 1990-91. Although the
1989-90and 1990-91 budgets either reduce or slowthe
rate of growth in some grants to municipalities, over-
all state aid continues to increase. Tible 2 indicates
the appropriated level of state aid to municipalities
from FY 1982-83 through FY 1990-91.

Asa result of continued increases in state aid to
municipalities despite the more recent worsening in
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Table 2
Connecticut™sAid to Municipalities:
All Appropriated Funds,

FY 1982-83 to FY 1989-90

Amount

5667,333.259
747.036,140
836.353.011
905.527.991

1.058.987.397
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1.510,430.913
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the overall fiscal condition, the sensitivity associated
with the state mandates-reimbursement issue has not
reemergcd. However, if state and municipal re-
sources become strained by more intense fiscal pres-
sure. a renewed interest in terms of reconsidering a
mandatory reimbursement mechanism could result.

It is ironic, however, that although Connecticut
was in a good financial position from 1983-84 to
1986-87 to reimburse specific mandates, it chose not
to do so. Instead, the state opted to provide more
indirect assistance to cities and towns by increasing
state aid to municipalities. Now that the state is in a
more difficult fiscal situation, resources may be too
limited to provide reimbursement for specific man-
dates. If the fiscal situation deteriorates further, it
might become increasingly difficult to enact a manda-
tory reimbursement procedure in Connecticut.
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NEW YORK: THE "NON-ISSUE" OF MANDATES*

Mandates, particularly the “unfunded" kind, are
an issue that all local officials can rally around with
shared distaste. After all. who would want to be re-
quired (mandated) to do something for somebody
else, using his own money, and not be compensated
(reimbursed)? Worse, local officials must pay the po-
litical price for raising taxes to fund services while state
or federal governments take credit for providing them.

So it is no woi.Jer that unfunded mandates are
local governments’ “battle cry” of the 1980s. They are
the most persistent source of friction in intergovern-
mental relations. New York City Mayor Edward 1.
Koch, talking about the “mandate millstone,” out-
lined the fiscal consequences of unfunded mandates.

The City of New York, as an example, isdriv-
en by 47 federal and state mandates. The to-
tal cost to the city of meeting these require-
ments over the next four years will be S711
million in capital expenditures. S6.25 billion
in expcnsc-budget dollars, and $1.66 billion
in lost revenue. *

For the most part, however, state government im-
position of mandates on local governments is a “non-
issue." Once funding questions are separated from the
home rule issue, the level of criticism drops off rapidly.

The most frequent local complaint about
mandates, however, is that they are rarely
funded at adequate levels.... Mandates ap-
pearto be more a lightning rod of discontent
for local officials than a significant substan-
tive problem.2

With respect to funding, there are more political-
ly positive and cost-effective ways than using current
strategics. “Politically positive™ means that benefits
accrue toboth the mandator and mandatee, and “cost
effective” means the use of methods requiring less
time, cost, and effort ner dollar of benefit flowing
back to local governments.

Thie home rule provides that local governments
are masters of their own destinies, free from unwanted

*Paul Moore wrote this chapter.
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and unnecessary intrusion from the state or federal gov-
ernment. Local autonomy must be balanced by state
government’s responsibilities to ensure the provision of
services that are in the broader public interest, and by
the constitutional and historical fact that municipalities
are creations of the state government.

The right or desirability of the state to mandate
and the appropriateness of compensating local gov-
ernments for the cost of compliance are not in ques-
tion. Both parts of this state-local dynamic can and
will be pursued.

Instead, this article summarizes what appears to be
the current strategy of lawmakers in many states for
relieving the frirtion caused by state-imposed raandates,
and argues tha. this strategy is flawed. Alternative strat-
egies will be discussed, and a more comprehensive
state-local cooperative approach will be outlined within
the context of political benefit and cost effectiveness.

CURRENT STRATEGIES

Most good faith efforts to resolve (or at least
understand) the mandate funding issue now involve a
three-step strategy:

1) Cataloging existing mandates to provide
some sense of the nature and extent of
the problem:

2) Strengthening controls over the enaa-
ment of new mandates to minimize addi-
tional costs imposed on local govern-
ments. usually through a “fiscal note:"
procedure; and

3) Shifting the cost for the mandate from
the level of government performing the
funaion to the level of government
mandating the funaion.

Political perception of this strategy is negative,
however, and its overall cost effeaiveness is ques-
tionable. Furthermore, each of these steps is fraught
with difficulty and ignores a prerequisite “fire step”
that has to be resolved—defining what constitutes a
mandate.



Step!: TreGaaiag

For the catalog strategy to be successful, it must
include a definition and process of identification that
can be understood and accepted by both state and
local officials, and it must lead to a result that is quanti-
fiable enough to facilitate a fiscal note or reimburse-
ment scheme. The U.S. Advisory Commission on Inter-
governmental Relations (ACIR) incorporated the
following definition of a state mandate in its 1931 publi-
cation Mcaswing Local DiscrtZ"mary Authority:

A legal requirement—constitutional, statu-
tory, or administrative—that local govern-
ments provide a specific service, meet mini-
mum state standards, engage in an activity
(such as collective bargaining with employee
organizations), or establish certain terms and
conditions of local public employment.

In New York State, the only inventory of man-
dates on local governments was compiled by the Leg-
islative Commission on Expenditure Review (LCER).
Although it focused only on mandates affecting coun-
ties, the LCER study used ACIR’s definition and ex-
panded the taxonomy to differentiate between three
types of mandates: those that commanded action, those
that authorized discretionary action, and those that re-
quired action only after a discretionary decision had
been made. A further important distinction was made
between mandates that affected programs and those
that related more to the administration of county gov-
ernment. LCER noted, however, that:

... the 2,632 mandates identified are less
than the 5,200 originally estimated by LCER's
research staff in the early stages of this survey.
This difference can be explained largely as re-
sulting fiora changes made in classifying man-
dates once the survey was under way.3

The extreme sensitivity of the number of man-
dates identified to the definition being used has sig-
nificant implications. A recent survey conducted for
New York’s Legislative Commission on State-Local
Relations revealed a substantial amount of confusion
at the local level over which services are mandated
and which cues are not—confusion caused in large
pan by definitionai problems and by a lack of current,
comprehensive information. This kind of confusion
also intensifies the level of state-local friction, often
resulting inthe state (and its mandates) becoming the
scapegoat for local fiscal problems.

Development of a catalog listing all mandates is
usually the first response state and local policymakers
can agree to when the friction builds. At best, such a
catalog will give some indication of the nature and
magnitude of past decisions mandating local actions.
It even might provide some incentive to clean up
those that now might seem ill considered.
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The staff time and effort to compile such a cata-
log, however, and then to maintain it. is not insignifi-
cant. In Florida, forexample, the Advisory Council on
Intergovernmental Relations lias compiled an initial
directory and is required to update it annually. The
maintenance function requires 15 percent of the
council’s available staff time and costs between
S$50.000 and S100.000. That effort identified 44 new
mandates enacted last year and two existing mandates
that were repealed. Still, this step is not enough to
relieve the friction, and Florida local governments are
pressing hard for a mandate reimbursement program.

Step 2: The Fiscal Note

No matter what definition ultimately is used,
such catalog compilations will result in the identifica-
tion of “a large number” of mandates and local gov-
ernment assertions that the system is “out of con-
trol.” The most called-for “solution” to bringing the
system back into control, at least initially, is to slowor
stop the escalation in enaament of unfunded man-
dates. The standard such control device is a “fiscal
note,” which essentially is a statement accompanying
each piece of proposed legislation that evaluates its
potential fiscal impact on local governments. The
idea is that state legislators will be less inclined to
enaa an unfunded mandate if they are more con-
scious of its impaa back home. This solution has at
least three deficiencies:

1. The fiscal note does not help correa ex—
istingmandate burdens.

1 Proper analysis requires a high level of
skills, resources, and independence, and
often produces results that are not of suf-
ficient detail to show the impaa back
home.

3. State and local government information
systems are not sophisticated enough to
support the analysis required to compute
such marginal impacts, especially prospec-
tively, with any degree of precision.

Although ACIR counts more than 40 states hav-
ing a fiscal note procedure, none have reported suc-
cess in being able to ascertain the incremental cost
associated with every piece of proposed legislation
and its affea on each unit of local government. This
conclusion isonly common sense. The sheer volume
of legislation and the estimating difficulties involved
are formidable obstacles. In fact, most fiscal notes
simply state that (1) either there are orare not coststo
local governmentand (2) thatthe costsare “insignifi-
cant” or “cannot be determined.” If an estimate is
provided, it is most often an aggregate for all local
governments within the state or a class of local gov-
ernment, such as counties. It is little wonder that
most local officials are disappointed with this result.



Local officials generally believe thai fiscal
notes accord political subdivisions little QI0-
tection against mandated costs. The ASSOCI-
ation County Commissioners of Georgia re-
cently commented on the Fiscal Note Act by
observing that “in practice the Act has been
ignored more often than observed."4

The time and cost of administering a fiscal note
process is even greater than compiling and maintain-
ing a catalog. As part of the real property tax limita-
tions imposed on Massachusetts local governments
by Proposition 2'/j, the state has established a sophis-
ticated program, built around fiscal notes, to limit the
imposition of new mandates. The Division of Local
Mandates, located within the Office of the State Au-
ditor, administers the program. The division has a
staff of 36 and an annual budget of S860.000.5 Yet.
even with this staff commitment, probably the largest
of any state, not all bills receive the same intensity of
analysis. To do so would require a level of resources
no state yet has been willing to commit.

The New York State legislature considers about
20.000 bills during each two-year term, with over 85
percent having some fiscal implications for the state
orits local governments.6 It isdoubtful that apolitical
consensus could be forged to devote the kind of re-
sources necessary to strengthen a fiscal note process
dealing with that level of work load.

The Congressional Budget Office (CBO) has
been preparing “fiscal notes" since November 1982
on all bills whose estimated state and local cost im-
pacts exceed $200 million. Their experience, summa-
rized below, shows that a great deal of lime and money
must be expended to review all bills, and that a smaller
than expected number exceeded that threshold.

In general, the number of bills having » ate
and local cost impacts has been smaller than
we anticipated. On average, about 11 per-
cent of all bills reviewed were determined to
have some state and local cost impact. When
CBO waspreparing to do state and local esti-
mates in 1981, we projected that about 20
percent of the bills reviewed would have
such impact. We also thought that we would
be doing about 100 - 150 estimates per year
with some state and local impact, when in
fact that figure has averaged around 60 over
the past five years. Despite these lower num-
bers. CBO has devoted considerable resources
and time to the state and local effort.7

Step 3: The Mandate Reimbursement

This strategy iswhat all local governments want,
what some state governments hope to avoid, and what
is not cost effective. Once a catalog has been com-
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California is usually cited as having the most
elaborate mandate reimbursement program. Like
Massachusetts, California voters passed a constitu-
tional referendum severely limiting local govern-
ments' ability to levy taxes. Additional costs to comply
with state mandates would have posed exceptional
hardships on local governments. Asa result. Califor-
nia provides the largest amount of monetary aid of
any state. Its mandate reimbursement program is es-
tablished constitutionally and is based on claims sup-
ported by audited expenditure data. The program
distributed about $271 million to local governments
during the state’s 1987*88 fiscal year.

The California operating statutes make an im-
portant distinction between a mandate and a “reim-
bursable™ mandate. For a local government to be
reimbursed, the mandate must require a new service
or a higher level of an existing service. As might be
expected, a large number of newly enacted bills are
challenged by local governments as being reimburs-
able mandates. These challenges have resulted in a
substantial amount of pending litigation that could
increase state costs dramatically.

The distinction between an ordinary mandate
and one that requires a new or higher level of service
emphasizes the importance of definitions. In Califor-
nia. New York, and virtually every other state, the
imposition of unfunded service mandates is the root
of the problem. This is a problem of a much smaller
dimension. The previously mentioned LCER study in
New York, for instance, identified 2,632 mandates.
Yet, of these, only 608—just 23 percent—required
new or expanded levels of service. Even in California,
only 80 mandates currently are subject to reimburse-
ment, and several have been repealed.

A major factor to be considered is the relatively
large administrative cost compared to the level of
reimbursement provided. California spends far more
perdollar distributed to administer its mandate reim-
bursement program, for example, than New York
does in providing unrestricted, general purpose aid.
Careful examination of the California experience
shows that 23 people are needed to administer the
mandate reimbursement program at an annual cost
to the state ofabout $6.6 million. Interestingly, about
$15 million of the $271 million total (5.5 percent)



going to local governments is to compensate them
solely for the costs to comply with the reimbursement
program itself. Also, reimbursement for 11of the less
significant mandates is based on prior years' amounts
adjusted to reflect inflation. Shifting to this "block
grant” form of reimbursement helps to ease the time
and cost of administration, and begins to resemble an
unrestricted general purpose aid grant.

New York ul nually distributes over S1.0 billion in
unrestricted general purpose aid to local govern-
ments, in part to reimburse for the cost of state man-
dates. Although there is no specific information, few-
er than two full-time employees administer the
program, and the total annual costs do not exceed
$100.000. Even if aid payments were tripled to S3.0
billion. New York’s level of administrative overhead
would not increase. On the other hand. California’s
administrative overhead certainly will increase sub-
stantially as the number of reimbursable mandates
and related claims for payment increase.

Both California and Massachusetts, the trend-
setters in addressing friction caused by the costs of
complying with state imposed mandates, operate in
an environment of stria, voter imposed, constitution-
al limits on the amount of revenues their local gov-
ernments can raise. These states lave devoted sub-
stantially more resources to various parts of the
three-step process discussed earlier than does any
other state. Yet, for states not under the gun of a
voter-initiated proposition limiting tax revenues, this
mandate strategy is not an attractive policy alterna-
tive. It is built on the precarious assumption that an
acceptable definition of reimbursable mandates can
be developed. It also operates in a negative atmo-
sphere that implies that mandates are wrong and
costs of reimbursement are “penalty payments.” Fur-
ther. the cost to administer such a program—versus
the amount of aid being provided—is just too high.

ALTERNATIVE STR\TEGIES

Joseph Zimmerman presented eight alternative
strategies for trying to reimburse the marginal costs
of mandates.* Five deal with preventing the mandate,
such as some form of prohibition or tighter controls
forenaaing, orbyallowing local governments to “opt
out." The other three relate to forms of money aid
and do not require complicated and costlyadministra-
tive mechanisms. In that respect, they are a more
cost-effective way to compensate local governments.
Most such programs are related direaly to the provi-
sion of local services and. as such, would serve to
eliminate (or reduce substantially) the root cause of
the friction. Just as important, aid programs usually
are perceived as a “positive response."
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Tvo of these money strategics, categorical
grant-in-aid programs and unrestricted general pur-
pose aid. should be relatively more attractive to state
policymakers than current reimbursement strategies.
In addition to building on existing administrative ma-
chinery, these strategies are a direct, and positiwe.
i;nkage between the state and local governments.

To understand this proposition, consider that
New York distributed from its general fund more
than S17.5billion inaid to local governments through
231 separately identifiable programs during its
1987-88 fiscal year (ending March 31.1988). The bulk
of this total was distributed through 216 grant-in-aid
programs. The largest amounts went to education
(S8.2 billion) and social services (S5.1 billion). The
remaining 15programs provided unrestricted aid. the
largest distributing just over Sl billion annually.9

Each of these programs has attained political
acceptability by providing state lawmakers with a
clear and positive linkage between the state revenues
they take the political heat to raise and the benefit of
new or enhanced local services bought with those aid
distributions. Diverting a portion of that money through
some new, additional, administrative machinery, simply
to reimburse for mandated expenses, has the negative
connotation that legislators should not mandate, and if
they do, they should pay a penalty.

Some might argue that the California approach is
more cost-effeaive, since only the precise amount nec-
essary to reimburse for a narrowly defined set of man-
dates is required. More traditional state aid programs,
at least for the purpose of mandate reimbursement, are
less targeted and necessarily more expensive. This argu-
ment is reasonable, yet states not saddled by a constitu-
tional requirement to reimburse for mandated costs
have been slow to n.jve to the California model. They
have found simpler solutions in selective enrichment of
existing aid programs or in the assumption of a larger
portion of the state-local program cost.

That last option, state assumption of a larger
portion of the total state-local program cost, is Zim-
merman's third money strategy and the one that
points the way to a potentially better approach to
removing the friaion caused by mandates.

A BETTER APPROACH?

State assumption of the cost of locally provided
services might result  tt a careful study of the ser-
vice: who should provide it, how should it be produced
(i.e.. public, private, or nonprofit), and what is the
most efficient and equitable way to finance it. This
kind of “sorting out process” can and should be the
foundation of a strategy for achieving a better system
of service delivery. In doing so, the root cause of



stale-local mandate friction, compensating those who
are forced to comply, will be removed.

Sorting out is based on the premise that govern-
ment services can be provided more efficiently and
effectively if there are clear and logical linkages be-
tween the service, the layer of government providing
the service, the clientele receiving the service, and
the funding mechanism that supports the service. If
this premise is reasonably accurate, then the goals of
the sorting out process might be summarized as: (1)
defining the scope of the existing service delivery
system: (2) identifying areas of duplication or unclear
service responsibility; (3) identifying areas of service
delivery inconsistent with generally accepted theo-
rems of good government; (4) realigning the service
delivery system to remove duplication, fill gaps, and
clarify as many roles as possible; and (5) adjusting the
flow of intergovernmental aid to support, reflect, or
encourage these changes.10

Sorting out the proper division of service responsi-
bilities is neither quick nor easy. It must start with a
genuine commitment from state and local leaders to
make changes, and culminate with a service delivery
system that is responsive to alL Such change most often
occurs incrementally, with a small part of a service
transferred. Systemwide changes, such as state assump-
tion of the entire cost of local courts, also has occurred.

Commitment begins with providing a policymak-
ing framework that will allow all affected parties to
participate. A state level advisory commission on in-
tergovernmental relations can serve that purpose.
More than half the states have such an intergovern-
mental agency, and both the U.S. Advisory Commission
on Intergovernmental Relations and the National Con-
ference of State Legislatures’ State-Local "lhsk Force
have recommended that the other states follow suit.

An understanding of how tax revenues, aid pay-
ments, and borrowed moneysare translated into local
services isvital to this sorting out process. If the New
York aid system is any guide, then states have a com-
plex web of fiscal supports that also should be re-
viewed as part of the sorting out process. At the least,
thisought to showthat there are few, ifany, programs
being mandated by states without some level of fiscal
support. Research in New York, for instance, has
shown a surprising diversity of service delivery, a rela-
tive lack of mandates below the county level, and
hundreds of separate aid programs.

Leadership also is needed from U.S. ACIR.
Thorough examination of a complete state-local ser-
vice delivery system requires comparison to accepted
“pbenchmarks” or “theorems" of good government.
Although universally applicable standards may notbe
feasible or desirable, ACIR has the research skill and
credibility to  *in the task and the obligation to
facilitate the efforts of individual states.
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Local officials also have to be conscious of a po-
tential “backlash” from constant criticism of their
state service delivery partners. In New York. Gover-
nor Mario Cuomo has launched what might be viewed
as a “counterattack" by questioning how accountable
local governments have been with the hundreds of
millions of dollars in unrestricted aid they currently
are receiving. Strictly interpreted, of course, the ques-
tion is ihetoricaJ. Unrestricted aid payments are com-
pletely fungible with revenues raised by the local gov*
emme.it. Consequently, they can never be traced with
accountant's precision to speafic servicesand programs.

States following the three-step approach of cata-
log, fiscal note, and reimbursement to remove the
friction caused by mandates will spend a lot of time
and resources tn the effort and probably not be com-
pletely satisfied with the result.

Mandates themselves are not the issue, and a
new level of leadership and commitment is needed to
address the bigger problem of properly sorting out
state-local service responsibilities. The twin irritants
of less federal aid and intense mandate friction have
stimulated a major examination of programs, funding,
and service delivery that, if done correctly. will result in
more cost-effective government. That result is too im-
portant to be obscured by the non-issue of mandates.
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1Advisory Commis n Intergovernmental Relations, Regulatory Federalism: Policy. Process,
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Chanter 2

Federal and State Cost Estimation Processes
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Data Sources Inadequate
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Figur_e 22 Frequently Used Methods for
Obtaining Local Government Data
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NotB:'Frequentlg used methods' was definod to be msthods that state estimating units use o
contact local governments for data to a great or very great extent.See app. V forcomplete data.

duties, such as preparing outlay estimates of appropriations bills, assist-
ing in the preparation of budget resolutions, and analyzing the adminis-
tration’s budget.

Similarly, state legislators use estimates of state costs more than the
local estimates, state estimating officials told us. Other duties, such as
preparing the state budget, also compete for the time of some state esti-
mating staff. For example, a Florida official said that, besides preparing
local cost estimates, analysts prepare state cost estimates, help with the
state budget, and monitor agency compliance with the budget.
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Notai H|?hest dted qutcomes' was defmed as outcomes of local cost ostimates occuring to a great
orvery great extent.See app. VI for complete data.

_ nfeat res of state. est lOﬂ ?hcesFe faC|I| te
Certain Features of hee3|maesme era|n adera eve
State Cost Estimation a[eapre arn |mae erm salve rocssbeore
Could
H] |s

or| ro
Improve the p Ose an8 ro
Federal Process

ro
mdtes (ﬁ eV| us {EDOS
WJ o
t oy eral [5 sIa on governmens

couI

Ppld GAOHOIBTSL st N



grdStete(lstEslirreﬁmPrcrwaea

QD

Egerﬂ%rrmg Estimates Theﬁlrpmr V% ogtee tmh%lnth aégzelg:%/]% %rgcrﬁgs aﬁ%ﬁ:ﬁtw
pil ﬁ%'s% Hﬁh sua! eare
15cal comm ate %R I U =s§)ca i
ﬁ{qi %estlonnalr erﬁ1 Idt J U are(?Y ae %
ﬂreg%n h

Mmittee as a %om N rreear

Ich nor ara
are §
ai“%h‘

es oneear regsgeé Oa§ a [€ en%
svvere

ehejquema Sy M

als Sal ey Were reachlng 8IS ors Sonsond

he tlme V|e bills—when the eref)?rte’}?‘%out II COom:

iorﬁ%; ggal?g%n”s]e ne?::;s%er?%%ﬁo%m comm Oie e'bcvﬁ]s Ef?

BN oo WES h reparec 6s
oeﬂr commi eS ra|ohona

e

R
Emearier mignt INCrease elre ECUVENESS, V\BV\BI’G tO

tes
%létr $re aring ccs&< St erat \i\a,rau L%rstar%ehﬂs a hose vvould
morf n UITIT |t|on c -

Sln a(if‘b Wgre l[ln g, A2 Weder erml € NOW Many addl

Given var d implicatio |t m| ht te {0 have cso r1p[e
are early estimat onon %ﬁéﬁ} o
PO, e o) a|n| |mp03|ﬁga§] {P?a%ineh}
on éossonsetate and oca overnme?s

Pofe ) GUHHEST8Legitive Mroe



Preparing Estimates for
m%ndmgen ts

rnates for

! gdStateOJatEsﬁnaim Prote«

Bgann fost eatr nargts gra }‘]e erall lslative ndrérlrsesn&?ec ntarnrng
i %r%r%%s i régﬂvﬁﬁﬁﬁi@r*ﬁ”m W LS By

f—"tj

COMMItEEe O mem
At the state level,preparing esti tes for amend NS IS
State n(%%r Unit V\%) too ues on arre rc
eng e that ¢ re
0N er en s a us Q’
Pa reﬁ ra ue
[ ues on arrean sate

S
Engér eSirﬁnrin?esrepare estimates or arren reportedn] Use o
U atin 3HeSt9IP tes fo[)gl eas [redme\r/retrs] q]rn relansg oﬁrten\gf?rklo qP

00 ressrd comrnr O IMETNErS |n ns
t' nvvr eé“’ﬁcg urc?s substacnge alg }rra[r?aef%%on

g maln
e ocal govermment.

At the federal IeveJ Ie% Iatron atr nhills are %c uded
fro cnvera e UNnaer the e g
exc ore su ta |a co ﬂgy %ﬂ nacﬁfal Vern-

Cea,[n eres
or 0 ucon me r '”ﬂ
ns on e USe 0 exe
lfe Le.0 |eso

rona COS governrnen

g)]sr}ersta IeP/eI fewe?rore nrt(s)n dejﬂecfrfrc tecories rdr;] i
Pdggoasa'd Ly i %?W
Ya

pu |c
18IS Sai resu nsighi can

10N DI men

=t
;oo et Yol r'ragea

Papl GOMOB Lt Mence



Re ortm Agsg{regate State

Feckyel and Sate et | tvtion Proog-€*

Egearm ﬁqenmal po offed raI |on en teod grn d
B
Ve etieen fseder A r}aye E g

Aganere%ib C|asn O eenﬁ?elj%ﬁeg: b%\?er%t 6?3%5@%0@ ?ﬁdYF |

wexu at bnsn ering new ? 0
ar%r[%a]cmsp%rss% hg laﬁeangs?ocal

OVE(TITENES OVE s piffion annual A U A
Bareda ¢ timé the Dills were repa/rte O\t oot d

A
s el

III n0|s Oonnectlcut nne ee ESO%P%FQSIEH réaéng\agqlggllen%;

ep ﬂ %91‘ rée%sh a eelrfese a 7 nits publishes an

nu r %at st cte stau%esvwnﬁtogalf [p ||ca 10
a -love Q’ ”Frnrrenﬁ
ons annual reno escnbesa passe
mga cos IMpact.

Anannu eo rovides anoverall picture of the aggregate cost .
i il b g
Preparation of a bienn ortfo newCo ressvvoud
o aae?aaa“a‘a?g Sl aaﬁa(fg
ne s e i&.on
Sld eggecp ver Ogjéq ‘W”egn mates anop 8en ny3|g

nificant ¢ Hangesm ate an

Pap 22 GAO/HEMa- 75 Leysetive MecHte*



b St et FtietoProct—

Inadd|t [lge heﬁ tional-level . . vvouldbeana tgag

? em and reco J%erpsrin ?ucharra ocoo
%qme g% S exas
H/e an(ii %verhganc €S o& MEEL S @f ge nmenf and

e PIC - . 5 e ug)se i c!te \%bvernmen sensttivity 1o place

I Iu cecon 165510

Increasing Interest Group Involvemento state and IocaJJnte[eusSteg |n the 1ede
Involvement {roups nvo ve hree
It ac on co IS8

g ergzaatmn us%eo tﬁe o lece R ese suc

|n o caus |sI %rea ahe tlo eos
ll?]tl e o (ﬁlve

ves more IS@EOH o E?Pesgfo lﬁ mﬂ‘ sla |onand

Heelies eard g e Tole T JJONSIVE.

erfgg Se tIﬁvell th (fgrae of i |rvo de%n[:%nt %Rla_carls {rest w&a

estimat svve e otco at ncon
atesAﬂ; |asnoe mteres gn
ro our Stjon alrer a
es esvvereue reat e msta es Inter-
es 0rOUpS Were reporte ys teo |C|astobemore |nvo
The federalnggﬁ/ % tcou vvork with inte rest roups GT atlon

copamm ntere ucpscod INVolvi e out-
| omm sorme 1S 10 Select par-

[ESI0
Enar manna om CFeesnBFee nsive and earl er OS "mel%{]
%%SS SpI'IOFqE?] commltfge maa’ckupasmgfa% or
OOT dTen men

'Principally, the National Governors' Aaaociation, the National Ccnforenoe of State legislatures, the
National Association of Counties, the National League of Cities, and the US. Confer*nee of Mayors.

PR GROHDWB e M



Conclusions

! r?adStaIeOJetEsljrmﬁmP(m

tesn atlon qesthe basmbob |veo |vm Iato
d|pona or fm&#] | @ {he
6‘r d da%ra?Q" o?pos 5 a“o emfe%

sz e ﬁov@%i P
cosYs ons ta%OePn overﬁrreﬂls Alng
For Pre arin stkﬁ 00% est| te ﬁusesare

0a %AF) s similar T the g ce a%

aF rocesses are qrea suc

fﬁng ﬁ”ﬁm i Va;%hvﬁi%i'e“%f% e d e

mR
aIVG e}[ma ESCOU ?I]IO OSG Iegls

ocess dat
?0 (%? Pﬂooor amend n ax and
Eso?man
{

IﬂgSOCOU nc fease ra egls rs aware-
s CUL re

areln VI aes IMale ern

opre 00 ATETENS 0 e
@ﬂegﬂ%sg e

re

stmater ss could be used. without chance to pre
jR e J ues

o’ containin ? mandate
e Scheau | o uI comm tt
erfos INfo malontgr)kll ers

iy

L LITDRC
e g;e%@%%i@e L agna

ncludlo% Sge\rg atl nand axb Sin he state anleIocaIc st esglma

ance on UC COS

lon pr or |on v |I
¥te8 LROP MMITtee. ange 8&? ovvever to

|o an t
repo

Pafe 24 GAOHMVETB JedtoUtve Mercie*



Matters for the

Consideration of the

Congress

T Af*nt
Kecommenciation t
th Chairman of th

Intergovernmental

Relations

K 411Sete et Efireton PV

BFQ%{&’geg‘é%[mg Oestmtatfegl sq a¥| On a request besis, similar to what we

State spdlt] ] tlﬁr?gt lgrouRs rra[)(ler egtto makee c(g? ﬁr]tﬁd gg:réto?{ :
- iy

e
fon) IsOn I SGFTICAT DO TG

;}%5% tot\al]O COgb?useful for at:etrgcq) @{eftiar:? 1 blegr%?:crﬁeaie&%ﬂnmy

USIngcon sesm Msrean esrs"o heoveralcos Im fco Ud
pos%dq aTc’auon ns a?e anactlr'1 (OVEMENS; p

\él% ngo?ﬁ%e th Fg&]ﬂl%?%s§ {ner}tberslo eSStO ailoa“on

mm eeor ?n
ent| siani 0 n]e %%S rou |n S
ee% 8an ho soco 3| ? E%i 012%5
men encou a0 entla rmt o J
re ue ﬁ? an tax a{arel at(é/das
poen jally a ec ngs

i e"omto%at’ gL d%tB S

each congres

Pale ) GROHDSS 0 Ul Mnckie



! gdStateOJatEstinaﬁmFrm

ressional Budget raII reed with the re ort’s escrintion of federal and stat
S?ng J ocra?a Cogn oce ses ando LP r ConC usron? aBout tne Impact o? staete
edco cern hthes tro e inour repqrt that
a ro rra on an Wl'f l n he sqate ang I COSt esti
al, al t'IS ot required to,pre are suc

e cou provr e un er exr rn%e orr
are UeSEW; conmr leved ro
|ons om eesvvo rneft ts ga re i

Io roprr ? sn
era e fIve avalfable to revrew ose S | noted that
nda sa % qu ate and focal governments are rare ycontarned In
approprra lonbi

ke ith staff of the %enate trFFAﬁP I ons commrttees
reg erss esr éger% ZDH ?i\ eg re ulr r}%
%‘teaspb eIO af?r sare m\nes ¥am§n énens

ob 6 SQSPC os(t e'srt]rrin%te)sr rle i
d{rog1 Of&’ron ﬁ contarn provr |0NS t at cou 8%0 enpa? Iy Impact on

(r(e%%r tax brIIs note that rernatr estr tes of tate
co Mi eemar é erlna%
ne Inw ta>i ation 15 e rn
t repared |nt e, QIVerits
curren ro egr epr

\A%rg%evnthastaf% |craI ofthe Jorn T u vvhoa reed

TS Sypesﬁilﬁjrg'a&% &0l n‘.g'OO%Sr?l;é %r

NCe on'I
tt ! i

siderafion, It 15 o St?bje ather |ssrnp passe

SUC?] n%IS

GAOHDS-BLeftolttive Morcete*



Advisory Commis
Intergovernmenta
Relations

flOﬂ on

34 4 St ot Efiretion Frzseca

eteateg Thrr]s costestrmats hatt oould notbeu ?eraam onﬁ

4 e t”rrtﬁ qu!f“tr teattf”dmﬁgmor

State

mplrca em

cu e legislation 1S mgconsrde

‘tOV\ﬁ Jnaitﬁt/rc r]ac |aeoe()%u |nneétrean§amay drt
|st herth nte totth State and Local Government

ﬂé} srg gﬂachta? % s sen/easa

@@ﬂ“‘l ant tea ra |o rnme %ﬁ om |sh|
%n ngeS Imaes Otirsﬁnrg)c rre Cg)ﬁsstger 6%uageeq e[g}ay

nng?tge 9& reSest l@ g co gr@non c%rrgrttees

appropnate to reques ?ﬁed30

abos complete comments are contained in appendix X.

Q/erall of our re rt aara reedwth our
r(jﬁ J&l %% oralpo are eRnrae(Tpﬁ
e

m

% peneede

uc res sar require vvou
epen on ovvthe repo Nt vvasto pe or

\\& have not |den\nc fo at or en tc re
are suchar e

eve ISion
ons wrth a rec er OVernmen concerns
WIS oconu or asso%r e(t e resenr
n |ons {X/ CO
|ts atro (tamr entr
re%e from lS| t|v ons ta en
ouI

aS| rana
% ropna on 1egiSid on IS OVG
101 OUr aNaityslS,0 urn %es ic

SCUSse
matest be prepared.on a routine basis for fax 3
may not be easpbalr dt%e [eport We are reconrnen(gi ng 8 dprovr ea

P GAOHEDISTS Lgjative Merctts



mwte(letEsﬁrmﬂmPrm

for rro rc al ofthe aCts trq a%egrr]%uls Ogaenacted tax
gr Ogyra I e
Siranility ar seeking es es o IMpACES as Such legis-
ron 1S Cons| ere

prave not %t?: mate the resg urces t tvvoul

n'?urre lnga it A eveI \f\slorjeporﬁoe
6‘? I%Iha%e Eg [)e adIn cortte Wit other \r(tt

term aI resou requrre Wea n@s %g
[ aoerrtang i )

th re épSl%to fr)re arrr%%%estrmqles earlier, oted that man

esar IC reauthorizatio oro err de
Sr'roa] \I/gr\]/(eersrd L\ Pa lO COSreeS c
1onS exist yq%) ovide areas&n Ie asrs rre eam
esrmaes es sconsrs cr her

rbnotesr nos dp ursug ron nr i
e ve process ar ese av SU-
re ue rn om
r U an reques res he
u t c ob rva rons ou consr pre
sa rn rest inen

rolps OIS Wit QGO
committees t0 see earI9 eétP IALES, 5 i e sugges ik

mmented ha cutrveO der rss ed | tn Oeto r 1987
rrrﬁrﬁrivet}w rmerness % P osesrm rexe(c1
ve ran INgate

(-
2l %% atrgﬁ%att}%%;sa L i?er
e v
Eyeejsegﬁ“ géngmul RO h

r
T I
s COMplete comments are contar ned inappendix XlI.

Page 28 %B@&mm



State and Local Interest
Groups

| grdState(IetFﬂwaijrm

e also ohtal cHedCO ents frﬂ]m the seven major sEate dl terest
prov@éT e e er represen

%?h*%aan squ Inferest grou essenpagl gr';ree

OUr observatl n%ognds estions. Y

¥\/i recard tciour recomme ddEtronforabren al@%e ont e CostS 0
era in

fo State an e%OVﬁmWE Erest gr él
UOQES re ares [lUa
%gﬁntﬁe % YEO COU racoameenco

0 f
)
0 O?(?W e -

overnrne

1SSUES an roa e(e evarrorés
er ov rnmenta comm eral, S loca
are [ mrnen can not on rveas eqgtion,of
o rovr ea erro essmen o h overallr rpaeso
rEn ec? ern N Qur View, ?f
e er sul rn roa er ro an woul

om* % CAOHINEE- B Legaalre Varcetes



Chapter 3 _ _
State BExperiences With Mandate

Reimbursement: Legislative Priority Iskey
toResults

I\Iat nwide, J4states have est I| hed re for reign}t]bursm
overnments for.tne cost o a Ur of the.Sev
erre Vlsssa requirin man rom o eo rr(e) |Sreements
(e aea

h (if andate op Stat verr m UrSemen re uwemens
Ittle |mpact Bterring, mMoaiying, or funcling mandates.

éitl[%a?l ntiactor[%F 5 ?e% Cerfain states 0 Flther restram mandates
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Intended to Relieve
Financial Burdens on
Local Governments
1n ddt tth 14t| other states pro d enue sources for some specific types of man
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TaWe 3.1: Statea With General Mandate
Reimbursement Require manta

Togeaet itylakey

Year L*oal baaia
State affactive Conathutionai St ‘tirtory
Californial 1973

1980 X
Colorado* 1981 X
Florida* 1978 X
Hawaii 1979 X
Ilinois* 1981 X
Massachusetts* 1981 X
Michigan* *1979 X
Missouri 1980 X
Montana 1974 X
New Hampshire 1984 X
New Mexico 1984 X
Rhode Island 1979 X
Tennessee* 1978 X
Washington 1980 X
included in GAO's fieldwork. A
brhe requirement, which initially was statutory, became constitutional, effective in 1980, as we discuss
on p. 36.

Of the eight states we visited, seven had a mandate reimbursement .
re(iuwement (for details of the seven state programs, see app. VII). Five
of the seven states said they implemented mandate reimbursement to
ease the fiscal burden |mPose_d_ y state mandates on local governments;
three did so as part of voter-initiated measures to limit local taxes.

States requmng mandate reimbursement also autharize passage of
unfunded mandates in specified circumstances. In six of the séven
states, certain It:ypes of mandates are not covered by the reimbursement
requirements. For example, five states need not provide funding for
mandates that are beyond the control of the legislature, such as man-
dates imposed by the federal government or the courts. Two states do
not cover mandates that apply to both the public and private sectors,
such as worker compensation’laws. (App. VIII shows the thes of man-
dates the states in our review do not cover.) Also, two of the seven
states formally allow their state legislatures to vote to exempt a man-
date from the reimbursement requirement.
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ReinbUrsement Overall, state reimbursement requirements have had some impact in
deterring, modifying, or providing funding for local mandates. Reim-

Requirements Have bursemént more often produced these results to a “great extent" than

Reduced Mandates but didcostestimation, according to respondents to our nationwide surve
of state ofﬁuals,_leglslators, and interest groups (see fI?S. 31and 32.

Results Vary Among But even with reimbursement, generally fewer than half of those

States r?s onding cited these outcomes as occurring to a great extent in their
states.

Figure 3.1: Highest Cited Outcomes of
Cost Estimation In Reducing Unfunded

Mandates 0 Percent cf respondents

70
0
50

40

Category of respondent
| | Deterred cosdy bB»

Madfled legitiwfon
ijJjyjFS Provided funding

Note*HIgbest cited outcome* m i defined at outcomes occuing to a great or rery great extentSee
app. VI for complete data.

Page 31 GAO/KRD-83-78 Legislative Mandates



Figure 3.2: Highest Cited Outcomes of
Reimbursement Requirements in
Reducing Unfunded Mandctes

SO Psrcsot o rtspondsma

10
60

40
30
20
10

Dsiorrsd coidy bills
Modified Isgiilatlon
Provided funding

Note"HighMt cited outcomes* was defired as outcomes occuring to a great or very great extent.See
epp. VI for complete data.

Also, the results from reimbursement requirements varied among the
states. In four of the seven states we visited, officials believed reim-
bursement reduced unfunded mandates, Enmanly by deterring their
passage or influencing legislatures to make local government compliance
optional. In three states, however, the reimbursement provision had lit-
tle effect on legislative deliberations of state mandates. Only in Califor-
nia was substantial funding provided for mandates, as shown in table

3.2.
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Table 3.2: Direct Funding From Seven

States (or Coat of Mandataa Dollars in millions
Funding as a
No. of penent of Total*
mandates Total* total state funding
funded, appropriated/ aid to local tfirough
Stata FY 1987 paid, FY1M 7 governments FY1IM7
California 66 $144 10 $2,000
Colorado 0 0 ¢ 0
Florida 0 0 ¢ 0
lllinois 0 0 ¢ 02
Massachusetts 6 ' 4.8(est.) 2 144
Michigan 1 12 a 24
Tennessee b b i

*The amounts listed are those appropriated directly due to the mandate reimbursement requirement.
States do provide other aid. such as shared taxes, revenue sharing, and categorical aid. that local
governments can use to help pay for the cost of state mandates. These amounts are not included in the
table because there is no direct relationship between these other forms of assistance and the cost of
state mandates.

bUnknown Tennessee could nut provide specif': data but in some instances has provided appropria-
tions in legislation containing mandates becaucu of the state's reimbursement requirement.

cNot applicable.

dLess than .1 percent.

Unfunded Mandates i four states—Massachusetts, Michigan, California, and Tennessee—

Reduced in Four States officials believe rejmbursement re,(iuwements have reducefl unfunded
state mandates, although some still are being imposed on local
governments.

Mandating Slowed in | Massachusetts’ statutory reimbursement requirement was enacted in

Massachusetts and Michigan 1980 as part of a voter-initiated, tax-limitation statute known as Pro-
osition 2and 1/2(see a?p. EX). The Division of Local Mandates in the
tate Auditor’s Office is the key administering agencY for the reimburse-

ment requirement. In the abserice of reimbyrsement, local governments
can petition the courts to permit noncompliance with unfunded man-
dates (see app. X for details on state program administration).

AIthough about $14.4 milljon has been provided for six mandates
through December 1986, the major result of the requirement has been
the déterrence of mandates and modification of legislation containing
mandates. Because they, not local governments, must pay the costs,
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Massachusettf Ie%slators NOW are more reIuct(ant to mandate new. pro-
Erams on local governments, according to the director ofthe Dlvds jon of
ocal Mandates Local overnmentm erest%roupofflmasagree tha

fewer man aées were emg gsasse For exa

le, the state had delaye
Pdatmg Itan ill requlations to avoid dealing Wlth tﬁe mandate | |sse an
orficial Noted

On at least 15 occaslons Massachusetts legislators have modified state
ma,ndates by making | Fcomep |anceo fl naI sever Ioffmals told us.
This religves the staeo ther s on | | ‘g é)a}/ reduces local
financial burdens, F orexam e |s ture allowed gptional compli-
ance with the state’s Omnib us E?UC&II n Reform Act. WhICh would have
mandated mcreased teachers’ salaries and other educational Pro ram
costs. As a result, costs rangln%from $400 million x. $1.3 billionTor the
state and focal governments were avoided.

Although Massachusetts 1S fundmgfsome mandates the qulslature has
notl){]et agpronna%e fun sto” or ourc?vere mand aes with an

est| ated cost ot $8.4 million, the director of the D|V|s|ono Local Man-
ées noted. nadd|t|? 11.7 million ?fthe$1 million It ha(s t?

[ d have

ed came from local aid monies that local governments wou
received anyway.

Michigan adopted a mandate reimbursement requirement in 1978 as
Part 0f a constitutional amendment Initiated by the voters to limit local
ax Increases (see aptt) a nder t eleglslaturesand court’s interpre-
tation, accordlng to state and local officials, local governments face
with ap upfundgd state mandate have two avenues of recourse, They
can submit reimbursement claims for mandate-related costs to the
responsible executive agency or choose not to comply with the mandate
until state funding is provided.

The main result of |\/|IChI an’s reimbursement requuement has heen to
deter and modify mandates. It has reduced the number of mandat %gro-
E)osed and passed bg the legislature, accordm%to most officials of t
tate Ieglslature an IocaI ovemmentmteres grou swelnterwewe
The state has passed é)n ﬁ/ W0 cove (e mandates since the requirement
Passe , they observed, (fie was funded by testateW|th ana ro na
lon of about $2 4 m|II|on COVer| eg %ears the other was not

For the att(er ateracounty 0%; rent filed suit agamsththe state the
courts rule thatthe county did not have to comply Until the state
funded the mandate.
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California Funds Some Mandates

To avmﬂ é)ro_vld_ln state funds for reimbursement, ,sgveral state officials
noted, t Mlchlga legislature made &omgllﬁncewu many mandates
optional. For example, the state mandated changes in compensation for
full-time coun(sy rosecuting attorne¥s which r _suIteﬂ In increased sala-
ries. It allowed the counties, however, to determine whether their EProse-
cutin ﬁttorneys would be full- or part-time, thus giving them a way to
avold the mandate.

Mlchl%an still imposes some costs on local governments through man-
dates ?_t sub&ec 1o reimbursement, such as those applgllnsg % ually to
the public and private sectors. Furthermore, in some cases the legisla-
ture h?s avoided the reimbursement requirement lfy making. the provi-
sion 07, the service, not the mandate itselt, optional, state officials said.
Inreal htg/hgocala%overnments often cannof avoid providing these services

and thu$ must accept the mandate as wel

Originally, California’s m?ndate reimbyrsement requirement was
enacted in 1972 as part ot a statute Ilmltlng local % vernment r?roperty
tax assessments and school district revenugs. In 1979, the mandate
requirement was Inclyded as p%rt ofa con?tltutmnal amendment Impos-
||r>18 appropriation limits on botn state and local governments (see app.

AIthougfh some California mandates have heen deterred ?r modified as a
result O the reimoursement requirement, the major result has been
mand,affundlng._ As discussed gre,vlousl _California has provided sub-
steﬁntla more Qirect financial assistancé for stat mang? es— $144
million 10 fiscal year 1987— than an){_ot er state (see table 3.1). State
fundm%ls rovided either (1) af the time the mandate is passed or (2)
subseqUent to a complex appeals process.

In onI)( a small number of cases does the Ieglslatlon_ containing the man-
date also prov|de andlng. While we cann? determine how much Eund-
|n(11 IS provided Inthis mdnner, only 124 ot 4,100 mcjandates en_afte_ over
a 10-year ;t)enod (t197 :8.52 also had funds provided in the legislation,
according to a state official.

Should the legislature not appropriate fundln? up front, local govern-
ments do not have the right of optional compltance as in Michigan and
Massachusett%. Rather, h e burden of proof in California js.on Tocal ga?v
ernments tlos ow that the mandate should be reimbursed. The %E){Je
process IS long and complex, starting with a petition to the Commission
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Inions Mixed on Impact in
nnessee

o St te Manglates. Should the Commission certify that the mandate is
?hlglkegrsoart lreé mbursement, It would submit an appropriation request to

AIthough additional mandates are funded throu?h this rocess man
mandates are never funded, state and local offrc als tol us For exa
gle in 1978 the Iegrslature extende une ﬁ) oyment benefits to public
ector emplo ees wrt out state fund mg tate Supreme Court ruled
In 1984 that the legislation wasarerm ursa estate an ate retroac-
tive tol 80 Altho %nthe state grslature a%ree to pay local govern-
ments for unemployment benefits tartrnr_) h fiscal'yéar 1984, no
funds had been paid as of September 198

If the legislature aﬂprorf)nates mone%througrh either means, |ocal gov-
ernments recervet elr fynds by sub |tt|n(ir eimbursement claimso the
State Contro er 's office Incon ormance with detailed cost standar S
and quid ernes tcan takeu 10 a%ear before claims arecertrfre
aé/ nt— on rtrt eon inal man ate? exgen?e has beenrncurred

cear |ng to artofficial ofth State Controller’s office.- (For more details
on California’s administrative process, see app. X.)

In 1978, Tennefssee Voters a rProved amandate reimbursement r urre
ment as part of a constitutional amendment Im osrng state sPen g lim-
ItS (See app. IXS) Unlike Massachusetts Mrchrg n, and Calrfornia,
Tennessee doe not re[%urres eclfic undrng for individual mandates.
Rat er un sare ear ar ed from general purpose funds and provided
th rou% a formula. Pecr ical ty the state I requjred to pay | sfarrshare
dated costs th ouPh re urn of a portion ofstate taxes (taxes co
ecée on retailers andacoho IC everaﬁes and income tax on dividends
and interest) to local %overnments Eac )Xear the state earmarks the
frrst$1 million |ncrea e In these state taxes above the n/revrous years
level to be used srﬁecr ically by local uovernmenﬁs to cover state mandate
costs, Also, In some instances the Ieg slature wil apﬂ]ro[r)nate money to
pay fo)rastate mandate. (For detailS on program administration, see

app. X

Opinio in Tennessee on the effect of the reimbursement requirement
was mixed. Several respondents to our questionnaire said It had

-To expedite the process, the state has implemented a mandate claims fund to pay for mandates with
statewide coets of less than 4500,000 without havi ng to seek a separate appropriation from the legis-
lature. Also, to expedite the reimbursement process the state planstopa.  jr another group of man-
dates through a block grant to local governments.
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Impact Of Reimbursement

Insignificant in Three
States

No Msyor Impact in Florida
r

1 Mlybl@

deterred the passag of mandates or modified mandate legislation to a
great extent. Two ICIEHSW Interviewed conﬁrm??t,ef opinions,
azmg the requirement had deterred the ?assageo egns ation, T e%
could not mﬁ, however, specific examples of mandates deterred or mod-
”Fd' But other officials noted that th ,re(iuwement ad not had much
effect; theal included the Deputy Commissfoner for the Department of
Finance and Administration and twg off|C|aIs_?f local government inter-
est 8r0u s, The state was not operating any differently than before the
requiirement, they said.

Monies earmarked for mandates were Iargelg/ funds that local gqovern-
meﬂts would recelve even If tnere Wefe nor |mb_urs§ment requirement.
Alt oygh In some |Hstances, the legislatyre provided specjal %p%)prla-
tions T0r state mandates, there appeared to be no connection between
the c(?st of state mandates and the amount of state-shared }ax S p[o-
vided. Also, to what extent the cost of mandates was paid for by the
state, either through appropriations or state-shared taxes, s not known.

inthree of the seven states we visited— Florida, llinois, and Colorado—
?aag%art? rel bur?ement requirements have had little impact on the pas-

unding of state mandates.

The Florida legislature passed the state’s m?nd_ate reimbursement stat-
yte in 1978 gse? a&p 1X). It agp les to most e(T;lsIatlon, but not regula-
tions or laws affe mg schools, (See ag . VI Tor Information on Sfate
exclusions to mandat? statute.) No state agency is in charge of enforcing
}h%statute, no reimhursement policies or proc dure? nave been estab-
ISned, and no provisions are made for a local appeals process.

Florida’s reimbursement requirement has ha? no major impact on the
P,assggg of mandate Ieglslz%tlon. Because It arge% gnored In Ieglsla-
Ive debate, as two state ofticials noted, unfunded mandates are being
gassed., The cost estimate requirement has greater Influence in deterring

r modifying mangates, seve é‘l state officidls noted. From 27 jn 1983,
the number of unfunaed man (ftes Increased.to. 31 1n 1984 and 35 In
19?5,, according to Florida’s Advisory Commission ?n Intergovernmental
Relations. The humber of mandates with a high dollar impact has .
mg_rease , a Commissiop official said, and mandates are becoml_ng a sn{;—
nificant burden on local governments. The re|m_bursemfnt re%uw men
IS not enforceable because it Is a statutory provision, Florida officials
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Jlinois Mandate Reimbursement
Ittle Ué/leﬁq

Colorado Law Untested

told us, and the legislature enacting it in 1978 could not hind succeeding
legislatures.

The |llinois General Assembl Iy enacted a mandate rermbursement
requrrement known as theS te Mandates Ac} on November 15,197 ?
Its general intent ( sg%apéa was to relieve financial pressures on local
ov rnments caHse g tat andateT In addriron to pecrfred areas
xcluded from the process, t eGener% ssemb ﬁn exempt the state
rom the reimbursement requirement by a three-fifths majority vote.

AIthou 1hef]ate ha establrshed processes for claims reimbursement
H Peaﬁ ey are |téeused urn]dt eyear(s 98 %followrn rts
og n, t eSt te Mancates Act resu Inare uctro of state

ates gassed llinois state and Ioca r%overnment officials agreed

thrs terrent effect srgﬂnrfrc% |n|s hed ?ubseguent ~since that

time, the General sse assed 57 unfunded man ates with a

total estimated aPnua st to Io al governments of $t f8 lion. Of this

total, the General Assembly hasvot d to exem trtse romt e fund ngl
requrrement on 25 oc asrons resu trndrn estrmate annual costs to loca
governments of over $107 million. Of he remajning 32 mandates, esti-

Mated to cost $41 milli ron the Genera s?e mb RRro riated onl

$200,000 for one mangate, even th ougn all are % Icall Xcovere

onernstance school districts sued thestate and the [llindis A eIate

CXurf ruled atthe local governmentsdrd not have to carr u te
man ate |nt e sence f'state mon nt/ The General Assem

a proY] ?/ three-fift svot%ana endment to exempt this mandate
onlrt erte trn ursement law, thereby requiring local governments to
implement |

In Colorado, the rermbursement re uirement a(m)ears to have had no

|m act to date, The Col orado man te rovISIOn Was art ofal ar er tax
Itatjon Initiative passed by the eP ature In 1981 see

T ere #s no state a c Inc ar ere urement no

dures for enforcing t eprovrsro an no esta Irshed appea

available to local governments.

Unlike Illingis and Florida, however, Colorados Iaw has not been fested.
Costly mandates ave not been passed in the paist years, accordin %)
state ofﬂcrasan Interest grou sreP %segtrng ocg dovernme st

state. This, they said, was because of the deprésiied state fiscal condition

ﬁten broce-
S pro s

Page 39 GAO/SBD48-7B LegialUdve Mandate*



Some States Considering
Reimbursement; Others
Decided Against It

Legislative Priority,
Other Factors
Influence State
OQutcomes

toBesolU

and a cooperative working relationship between the state and local gov-
ernments. There was genéral agreement among these ?artles that the
mandate relmbursem nt provision had no |mi) ct on state legislation.
Generall ere(%uneme tdid not]lnfluence eqislators and its existence
was not Widely known, a former chairman of the state’s House A tt)ro
gnatlon Commlttee noted. In fact, the executive director of the state’s
ssaclation of ci Jles resﬁ% nded on our questionnaire that the state did
not have a mandate reimbursement reduirement.

Another 18 states have considereg or are considering instituting a reim-
ursemenﬁ regunem nt &seea D. 3 orexam?Ie mandate reimburse-
ment eglsatl n has been proposed in New York and New Jersey, while
Mlnnes ta1s activel }/ researc g ng the congept. Some of these states have
Fem eq %alnstlm ementlné; ndate reimbursement, primarily due to
Imited funds In the state budget.

In Connectlcut— a state we visited that has considered and rejected the
reimbursement a ;t)roac h—the Ieglslature estalished a commiission to
formallg study Ins Lutln mandate reimbursement. The commls?mn rec-
ommended against the concept, pnmanl on Rohcy rather than fiscal
rounds. Suc arequnement coyld undu yco strain the le |sIature from
asstNnee ed leg)s apon apglylng to all communities throlighout the
tate, to state officials noted. Al éhery sald, the state warited to
retain the authority to require needed programs.

But the commlssmn did seek to reduce the burden of ynfunded state
mand tes hrough other means, according to state officials. Sgemflcally,
It ana 78 eX|s ng state mandates and s ccessfu ly promoted eliming-
t|0no some of thoSe most burdensome on local governments, Its stud
also Increased legislative sepsitivity. ndatest at increase local costs
often are funded mcreasm staea| to local governments under
eX|st|n rograms or auth ?nzm% local overnments t0 Increase é)r%perty
taxes cticut’s %od Iscal Conditi nhas ermitted It to provi

ocal governments with additional funding for mandates.

The exjstence of a relmbvrsement %rocess alon% Is insufficient to reduce
unfunded mandates aS | Iustrated the varia eoutcomes In the seven
states with man OF\te rein ursementwe visited. Where th egrocess suc-
fessfull deéerre modified, or provided funding for mandates, state
glslat IS’ gegree of concern aboutlmposm mandates on local govern
nts was the key factor. The legislative response to mandated Costs
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Legal Basis a Key Factor

Fiscal Condition Can
Affect Legislative Priority

can be affected by several variables, indluding the legal besis of the
requirenent, the fiscal condition of the state, and certain dharacteristics
of the process itself. But for the reimbursenrent prooess to be workable,
significant support for it must exist within the legislature,

Where they have been mecke part of the state constitution or initiated by
the voters, reimbursenrent requirerents have hed an inmpact onstopping
unfunded state mandates (see gop. VI for the legal beses of state pro-
grans). In all three states where reimoursarent requireTents were
added by amendrent to the constitution (Califormia, Michigan, and Tern+
nessee), unfunded mandates were reduced A corstitutional arendrent
can pranat the legislature to pay nore attention to the requirenent and
meke it more difficult to crcumvent, state legislative officials told us.
Incorporating a reimburserent requireent into Califomia’s constitur
tion hes sloned down the nurer of unfunded high cost mandates
enected by the legislature, according to both state and local officials. In
Messachusetts, where reimbursenent requirenTents also have restrained
mancating, the requirerent wes statutory but wes besed onan initia-
tive instituted by the voters. There, the legislature felt compelled to
honor a direct eqoression of the electorate, state officials said

In the three remaining states inwhich the mencite reinburserent
requirenent hed little inpect, the provision wes statutory and
originated with the legislature. Inthese states, the legislature can for-
melly override the requirement at any tine with ancther statute or sim
ply not adhere to the requireent. In both Horida and lllinois, the

besis of the mandate requirement wes cited as a ngjor reason
for the lack of inpact. Inlllinois, several state legislators, concermed
with the lack of priority given by the General Assenrbly tothe nancite
statute, are attenoting to dnange the requirenent to a constitutioral
provision

A state’s fiscal condition also can affect the state legislature’s willing-
ness  fudnmandates. Generally, statesvwm nore funds are nore will-
Ing to provide funding to local govermrents. In Messachusetts, its strag
fiscal conditionwes an inportant factor in the legislature's willingness
to fund nost nendates, state and local interest groups said. In recent
years, the state has lbeen running a significant budget surplus, as much
as $348 million in fiscal year 1986 Califomia’s fiscal condition diirectly
affects the legislature’s willingness to provide financial assistance to
local governments, according toall four state legislators we interviened



It.Some States, Local
Compliance With
Unfunded Mandates
Optional

Court Decisions Affect
Results of Requirements

Two said that state assistance for nmandates hed rnsen and dedined in
relation to the state's overall fiscal position

Fromadifferent perspective, the amount of general purpose state assis-
tance provided to local governrents (such as state revenue-sharing) aso
helps defray the cost of mandiates. For exanple, in Horida and Temres:
see gereral assistance helps local governments pay for the aost of state
mandates. Thiswes the case inHorida, bdhst?teofﬁdalsarjl)ocal
govermnment interest grou™*s agreed. Ternessee (as stated earlier) funds
mandates by eanmarking a portion of shared tax revenues.

In three of the seven states, reimbursarent requireents give local gov-
emments the right to not conply with state nmandates unless the state
provides funds for the aoat of those mendates. This feature places adoked
pr&remstatelegisl@restoﬁrdr&ght&ifﬂweyvﬁsh %glcml
goverments to conply. In effect, optional conpliance gives oo
emments new leverage in dealing with the legislature on mandate
legislation

In bboth Massachusetts and Michigan, the right of gptional conpliance
affected the reduction in unfuncked state mandates. \WWhen Massadhusetts
does not provice full funding for a state mandate, local govermnents can
petition the courts for relief fromthe mandate. They need not carry it
out until the courts have neck a final determination. In Michigan, the
courts ruled that local governments need not carry out state nmandates
unless the state funds thelir cost. Officials in both states cite optional
&jiameasaommmﬁngfa:tdtoﬁelessairgcfﬂ‘enm
en

Illinais is ancther state that has authorized local nonconaliance when
funding is not provided for mandates subject to reimburseent. On
ey oocasions, however, the legislature hes overridden this right by
specuﬁcallyexerrﬂmgrmmht&frdnthe reinburseent requirenent
This essentially eliminates the local govermment’s rightt of

nonconpliance.

The courts can play a significant role in determmining legislative author-
ity over mancite reimoursarent. State courts canexgand or limit
states’ rights to inpose unfunded mandates on local goverments. In
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Conclusions

four of the seven states we visited—Califomia, Messachusetts, Michi-
3?2, and Illlrlols—oourt rulings have directly affected the outoores of

JrOCESSES,

At tires, the courts have exppanded the nghtts of local govermnents
under mandate reinbursenent reguirerents. For exanmle, courts in
Messachusetts and Michigan have ruled that local govermrents need not
WWM&W%W%MH

rel

However, the courts also have linrited the rights of local govemments to
obtain reimbursenent for state manchtes. For exanple, in 1987 the Cali-
formia Supree Court ruled that increases inworkers' conpensation
benefits are not reimbursable state nandates because they apply tothe
private sector as Well as to local governments. The intent of Califormia's
constitutional provision, the court ruled, wes to require reimbursenent
to local governments only for activities that are unigue togovemment.
This deasion reversed 15 years of prior state practice, as the state hed
not differentiated between mancites affecting the private and public
sectors. In a Messachusetts case, the courts upheld the state's nght to
use a conditional grant as an incentive or disincentive to carry out state
mandates. If local govermrents did not inplerent the mancte, the
state wes permitted to hold beck the grant funds, evenif full state reim
bursenent for the mandate was not provided. Although legally free to
ignore the mancite, local govermrents doing sowould not get the state
grant funds.

Insare states, issues still are to e dedded by the courts. As of January
1986 in Califormia, for exanle, tkeremereperdrg@oaltczasasﬁled
by local govermnrents seeking reimbursenrent for state mancktes. Inore
Case conceming spedial education, sdhodls are seeking to have anmant
date declared unenforceable until the legislature appropriates anesti-
mated $2 hillion to carry it aut. Although the courts cannot foree the
legislature to gppropriate funds, they can declare that local govern:
ents need not enforee the mancete.

state requireents to provice reinursarent for mandites have
reduced unfunded local mancites to sonreextent. But it seerrs unlikely,
at least for nowy, that a similar reimourseent requirement would be
workable at the federal level. Factors mitigating against this inducke

the continued existence of large federal budget deficits,
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Agency Comments and
OQur Evaluation

-n -'c Jd%k/

0 tfednsermcfsﬂvgvoterprwetoredmtmmpaioffederally

nendated actions onstate and local governrents, ad

the perception that the federal government needks to mandate certain
actions to ensure uniformaplication by the states, regardless of
reimbursement.

Fiscal condiition is a key factor affecting mandate funding. During tinres

Fa S rerront ot Sqerets iuec] Dy St e loce SOSTITENS

rei eENsES state ana govemnents to

conply with federally mandated actions. In this ermronment, pressures

glﬁlmwmermtmtm%p@cnhrg national policy without fed
funcing

By neking local conliance optional for certain nmandated actions, as
opposed to providing funding for those mandates, sare states have
sought to ease burdens on local govermrents. Faced with continuing
budget deficits, federal officials could give state governments the sare
option But, if such action, while advantageous to state govermments,
caused mandates to ke ignored, it could be dsenred unacoeptable by the
Cogress. The federal government uses mandates to help assure
resicents of every state at least amininumlevel of berefits or protec-
tion inareas ranging frompublic assistance to occupational safety and
health. Making conpliance with federal mandiates optional could eroce
the capability of the federal government to acconplish these and other
Inportant purposes.

Only ane commrent wes meck by those responding to this report concem:
ing our discussion of manchte reimbursanrent.

ACmraised guestions albout our position that reinbursement requiire-
ments initiated through constitutional amendrent or by voters hed
nrore impact Our comrents were not intended to innply that a requiire-
ment initiated otherwise, such as by legislation, could not have an
inect. For the states we visited, however, a distinction wes apparent
In the four states where unfunded mandates were reduced, the reguire-
ent wes either a constitutional provision or astatute resuiting froma
voter initiative. In the three states where reinoursenrent requireents
hed little impact in deterring, nocifying, or funding mandata the
requirement wes a statute that wes not the rwjtcfavoterlnltlatlve.
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%Ta“fxe'
an

Requiring Cocal Cost Estimates an
ate Reimbursement

R*ouir*s Lsoisiatu

Estim ate of conMd*r*c

local cost Mandat* r*tmbut**m*

etat* burd*n reimbursement rrquirm*

Alabama X
Alaska
Anzona
Arkansas
California
Colorado
Connecticut
Delaware
Florida

X X X X X X X X

Georgia
Hawaii X
Idaho
lllinois
Indiana
lowa
Kansas
Kentucky

X X X X X X X

Louisiana
Maine X
Maryland X

Massachusetts X

Michigan X X

Minnesota X
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York

North Carolina
North Dakota
Ohio

Oklahoma X
Oregon

X X X X X X X X X X X
x

x

Pennsylvania X X
(continued)
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State

Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
Totals

Pa«e 47

Estimate of
focal coat
burden

X X X X X X X X X X X

i
N

Mendat*
reimbursement

X

14

Legislature
considered*
reimbursement
requirement

x

18
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CBO Case Examples From the 99th Congress

CBO astitnata of atata and local

BM subfact Bill NO. coats (mHNons)* BM status
Safe Drinking Water H fl. 1650 $3,500 (capital) and 200-300 (annual)  Passed

S. 124
Education o! the Handicapped H.R. 5520 575 (annual) Passed

S. 2294 530-2,700 (annual)
Water Resources Development HR. 6 524 (annual) Passed

S. 1567
Rehabilitation Act Amendments H.R. 4021 500 (annual) Passed

S. 2515
Immigration Refonn H.R. 3810 225-250 (annual) Passed

S. 1200
Housing Act of 1985 HR. 1 274 (total) Not passed
Ocean Dumping H.R. 1957 30 (annual) Not passed
Fair Labor Standards Act Amendments H.R. 3530 500-1,500 (annual savings) Passed

S. 1570

-CBO'a estimates were identical |OF both Senate and House bills, except |or Education of the Handii-
capped.

P*|e 48 GAO/HKD-M-76 LefUUdve Mandate*



echnical Descr
stlonnalre

SUTVGYQesi%n

Pretesting of
Questionnaire

g s

During March and May 1987, we sent three questionnaires toall 30
States to dotain information on state progran's for estinating and reim
bursing the cost of state nandates inposed on local govermnents. Qe
questionnaire went to state officials responsible for cost estinationad
reimburserent activities, another to state legislative leaders, and a third
?imgﬁ?mgﬁmdﬁﬁﬁjﬁam%gﬂsmsm
ix contains the technical description of our sunvey designs, pretest pro-
cedures, sanple selections, and overall response rates.

The questionnaire for state oost estimation and reimburserent officials
was designed to elicit the respondents’ experiences and views concerm:
Ing state progran's and procedures for estimating and reinbursing the
cost of state mandates inposed an local governents. Specifically, we
asked state officials about

Requireents and intent of local cost estinetes,
Preparation and reporting of local cost estinmetes,

The inmpeact of the local oost estinate process onthe level of nanckte
burden inposed onlocal

Factors affecting the use of local cost estinates,

The existence and gperation of a mandate reimbursement provision,
The inmpact of the mandate reimrbursenent provision onthe level of
nrendate burden inposed on local governnrents, ad

Factors affecting cutcares of the mandate reimbursarent provision

The questionnaire for state legislative leadership was sent to the mgjor-
ity leaders in each house of each state legislature. It wes designed to
obtain information about thelr views concerming the inpact of estime:
tionand reinburseent prograns onmandéte legislation

The questionnaire sent to interest groups representing cities, counties,
and schools wes ohﬂgedtoellatthe respondents’ views concerming the
inpect of state estimation and manckte reinbursement progrars anlleg
islation affecting their respective constituendes.

W\e pretested the questionnaires through inqperson visits with the
respective state, legislative, and interest group officials inthe states of
Rhocdke Island and Maryland. With the informration obtained, we refimed
the questions and terminology we used in the final questionnaires.
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Survey Plan

Response Rates

Anwdtxm
Tadhakal Deseripdem at GAO'S ttom j
Qnestionnsire Methodology

Toidentify questionnaire respondents, we contacted several national
organizations representing state and local govermrents.

W\& identified state officials resporsible for cost estinationad reim:
bursenent activities through a telegphore sunvey of state nenrbars of the
National Assodiation of Legislative Fiscal Officers (nalto). Where ratjto
representatives could not identify the specific organization conducting
such activities in their state, they gave us the nare of an official knowl-
edoeable about the state’s activities. In 14 states, we identified two orga-
nizations with legislative responsibility for preparing local cost
estinates. e sent separate questionnaires to each of the two organiza:
tions in those states.

Through a listing dotained framthe National Conference of State Legis-
latures, we identified 9state legislative leaders representing both
chaers of each state legislature,

W\e identified 145 public interest graups representing cities, counties,
and schodls natiorwide. Specifically, we sunveyed the 46* state associa
tions of counties identified by the National Assodiation of Counties, the
49sstate nrunidpal leagues identified by the National League of Cities,
and S0 state interest groups representing schodls identified by then a 1o
state meroers through our telephone sunvey or by the National Associa-
tion of School Administrators.

The nunrer of responcents sunveyed, the nuner of questionnaires

retumed, and the response rates for each of the three sets of question:
naires are shonnintable ELL.

Nadaresauicanad legdaure
g @ediat Rocklitr, athanartraerodaec ryssadtioa
Fvdii hesroscienaridg keg e
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Table I11.1: OAO Survey Universe und
Response Rates

%ﬂ:@nm>
Q— ttm dw Methodology

No. Response

surveyed rate

Respondent category (universe) No. of respondents (percent)
State officials 64 54 (49 states) 84
Legislative leaders 99 70 (44 states) 72
County interest groups 46 41 89
City interest groups 49 47 96
School interest groups 50 44 88

W& mailed questionnaires to state officials in March 1987 and to state
legislative leaders and interest groups in May 1987. FromJune to Sepo
tenber 1987, we sent three follon-up mrailings to nonrespondents.

Aswe received the conpleted questionnaires, e reviewed the data pro-
vided for consistency and conpleteness before coding the responses for
keying into our database. \Where data agpeared inconsistent or inoom
plete, we contacted the respondent by telephone and attenoted to
dbtain the missing data or resolve the incansistendes. Sore

dents, however, could not provicke all of the data requested. We did not
verify the accuracy of the data proviced
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urcesor Iln formation Use Dr}/State

8@“ qu |C|a S (AS epore

Percent of state estimating official* who used source

Source of cost Always/most

information of the time Half the time Somttimea/never
State agencies 71 13 16
Local governments 49 7 44
Interest groups 27 n 62
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V

ocal Government Data

SO ISR Sorey

Method of obtaining data
Case-by-case besis
Network of local contacts

Stratified sample of local
governments

Random sample of local
governments

Page S3

Percent of state estimating officials who used method

Very great/ Moderate Sone/Ifttfe
great extant extent extent
57 16 27

34 18 48

16 16 68

9 5 86
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ULCQIMES
eimoursement

S
A

Outcome
Inform:
Great/very great
Moderate
Some/little
Deter
Great/very great
Moderate
Some/little

M odify:
Great/very great
Moderate
Some/little
Fund:
Great/very great
Moderate
Some/little

*Percentages for each outcome may not total 100 percent due to rounding.
C/E ** cost estimation

S Repor

M/R - mandate reimbursement

Page 54

ted

ING

—

Urve

Percent* of respondent* reporting outcome

Stats official*

C/E M/R
56 31
31 38
13 31
20 40
29 13
51 47
16 27
38 20
47 53

5 25
17 13
78 63

Legislate
leader*

C/E M/R
63 60
29 36

8 4
36 52
36 28
28 20
36 52
38 28
26 20
19 28
33 24
48 48

Interest groups

c/E M/R
39 56
35 29
26 15
26 46
35 27
39 2
28 50
36 22
36 28

8 18
25 18
68 64
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X VI

arac
pquire

w’m S of States Visite
andate Reimbursement

!

Stata and yaar requirement waa affective

Calif., Colo,, fla .,
Characteristics 1980- 1981 1878
Legal basis:
Statute X X
Constitution X»
Initiated by:
Legislature X X
Voters X*
Local government
Covers:
Legislation X X X
Regulations X
Specific legislation
exemption allowed Nob Nob Nob
Up-front appropriations
required No No No
Noncompliance allowed in
absence of funding No No No
Formal appeals mechanism
waitable Yes No No

1.,
1681

X
X

Yes

Yes

Yes

Yes

M ate.,
1981

X

Yes

Yes

Yes

No

Mich.,
1979

X

No

Ye«

Yes

Yes

Tann.,
1978

No

Yes

Yes

No

*As noted in ch. 3, prior to 1960, mandate reimbursement was required by statute, effective 1973, initi-

ated by the legislature.

brhese states do not allow specific legislative exemption, but can achieve tho same reautl by not appro-
priating funds for mandates. Because these states do not allow the option of noncompliance, local
governments must carry out mandates even in the absence of funding.
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General Exclusions

Specific Exclusions

California

Florida

Illinois

f I
PmSlx {ates

8S Exgl ed From State

In six of the seven states reviewed, we found certain types of mandates
T L AR

S spedific types reim
burserent by each state.

The falloning types of nmandates gererally are exduded fromreim:
bursenent by nost states we reviened

Federal,

Court,
\oter-approved, ad
Local govermmentrequested

In addition to the general exclusions alloned by nost states, each state
hes spedified that certain types of mandates are not state-reinbursable.
The principal exclusions are as follons:

Cost-semMings manchtes,

Self-financing mancktes,

Mandates enected prior to January 1,1975, and executive orders or reg
ulations initially inplenenting legislation enacted prior to January 1,
1975,

M_anda?dobﬁrirg anewcine or dhanging an existing definition of
crine,

Mandates applicable to both public and private sectors (based on recent
Califormia Suprene Court dedision).

Mandates affecting schoals or other special districts, ad
Mancites applicable to spedific local goverments.

IMancites with no net cost increases,

Cost-savings mandates,

Mandates with costs recoverable through federal, state, or external aid,
Vancates costing less than $1,000 per local governent or less than
$60,000 for all local governrents,

Local government organization and structure mandates, and

Due process nmancktes.,
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Massachusetts = Retirementand groupinsurance mencktes,
< Mandates affecting county and regioral juriscictions,
* Ciminal laws or civil violations, ad
* Penalties inposed by a state agency onanmunicipality due toviolation of
alawﬂBIleted%mzardtoﬁEpLﬂic

Michigan < Mandates gpplicable to a larger dass of persans or corporations, suchas
mepr;vate sector, and not exclusively to local governents (public
Sector),
* Mandates increasing salaries of circuit and proloate courtjudges,
® Nbrtbm%bereﬁﬁngorprcxecﬁrgpﬂicerrplqmcﬂocalgwem
ments,
* Due process mandates.

Tennessee < Mandates applicable to specific local govermments.

Colorado * No specific exdusiors listed
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pendix X

necific Definitions of ntdate Reimbursement

equUIreMents In Seven

California

Colorado

Florida

The definitions of mandate reinburseent requireTents vary by state.
This appendix contains the specific definitions of mandate reinfourse-
ment requireTents in the seven states we reviened

Article XIn B, section 6 Califormia Constitutiont “\Whenever the Legisla
ture or any state agency mandates a new programor higher level of
service cnany local governiment, the state shall provide a subvertion of
funds to reinurse such local governrent for the costs of such program
or increased level of service, except that the Legislature may, but nesd
nat, provide such subvention of funds for the folloning mandites: (a)
Legislative mandates requested by the local agency affected, (b) Legisla-
tion defining anewaine or changing an existing definition of acrine
or () Legislative mandates enacted prior to January 1,1975, or execu
tive orders or regulations initially inplenenting legislation enected prior
toJanuary 1,19/5"

Section 29-1-304, Session Laws of Calorado 1981: (1) Every actionby
the general assenﬂymhlmnnrthteﬁanewprogfamorﬁn@mﬂm
of an existing programsulosequent to July 1,1981, upona unit of local
govermment shall either (a) Provide sufficient state general fund gooro-
priations to nreet the oost thereof, (b) Provide for a local source of reve-
nueto meet the aost thereof .

Horida statute 11.076 of 1978 "'(1) Any gereral law, enected by the
Legislature after July 1,1978, which requires a municipality or

to performan activity or to provide aservice or facility...... whichwill
require the exqoenditure of additional funds,---- must provice anears
to finance such activity, service, or facility----(2) This act shall not
apply to any gereral lawunder which the required exqenditure of addi-
tional local fundsis incidental to the nain purpose of the law:.”

Chapter 85, sectias 2201-2210, lllinois Revised Statutes. . any
State-inrtiated statutory or executive action that requires a local govermn
ment to establish, eqoand or nodify its activities insuchaway as to
necessitate additional expenditures framlocal revenues, exduding any
order issued by acourt other than any order enforcing such statutory o
executive action State mandates may be reimbursable or nonreimour-
sable as proviced inthis Act. However, where the General Assenrbly
enects legislation to conply with a federal mencte, the State shall ke
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Massachusetts

Michigan

Tennessee

g RS

exempt fromthe requireent of reinoursing for the cost of the nan-
datedprogram__”

Chapter 29, section 27C, Massachusetts Gereral Laws. “ (@) Ay
law; rule ar regulation taking effect onor after January first, nineteen
hundred and eighty-one inposing any direct service or aost dbligation
upon any dty or town shall e effective inany dty or toanonly if such
lawis acoepted by vote or by the apapropriation of money for sudh pur-
JpOsss, . ... Unless the general court, at the sane sessioninwhidi such
avwsenacted, provides, by general law and by appropriation, for the
10N by the conmorwesalth of such aost, exclusive of incicental
local administration exenses and unless the general court provides by
gppropriation ineach successive year for suchassunption .

Article IX, section 29, Michigan Constitution: “The state is hereby pro-
hibited framreducing the state financed proportion of the necessary
oosts of any existing activity or service required of units of Local Gov-
emment by state law. A newactivity or service or anincrease inthe
level of any activity or service leyond that required by existing law
shall not e required by the legislature or any state agency of units of
Local Goverment, unless a state gppropriation is mecke and disursed
tolfﬂymeu*itofLocal Government for any necessary increased costs..

Article 2, section 24, Tennessee Costitutiot - No lawof general
application shall impose neress* dexenditure requirements ondties or
counti thes unless the General Assenbly shall provide that the state share
inthecost "
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“—ﬁ—fM—dTls ration of Mandate
mbursement Programs

The administration of nmancite reimurserent prograns varies by state.
This appendix detalls programadministration in Califomia, Messadhu-
setts, and Ternessee,

With a few exceptions, the state constitution requires the state to reim
burse local government for all mandated oosts arsing from legislationor
Vb o1 St rOGrar LOtal e ey Gt T rSeent.
vice inanexisting program agendies may nrei

for mandated oosts inane of two ways.

1 The legislation initially inposing the mandated activity may contain
an appropriation for reimoursarent, and local agendes may file reim
bursement dains with the State Controller to obtain a share of these

2 |If the legislation does not contain an appropriation, the local agency
may file a “test G'ant' with the state’s quasijudidal Commissionan
State Mandates (csm). The test daimis the first daim that alleges the
existence of mandated aosts eligible for reinursenrent. This daim initi-
ates a fact-finding process that culminates in a dedsion by csm. csm
holds several hearings to determine (1) the nrerits of the test daim, (2)
the aosts and tyyes of localities eligible for reimourserent, and (3) the
estimated anmount of reinrburserent. If M detenmines that a particular
statute or regulation contains a reinbursable mandate, it requests an
appropriation fromthe legislature to reimourse localities for oosts
incurred since the mandate becare operative. If the legislature aopro-
priates funding, the Controller notifies localities of the available funds
and gives themguidelines for prepanng reimurserent dains. Locali-
ties actually donot receive reimbursenent until approximetely 2 years
after the intial test daimis filed

Whether a manchte is funded through the ajopropriation or test daim
processes, local agendies nust annuelly file detailed reinbursenrent
claims with the Controller for each apgproved mandate. Reimbursanrents
tolocal agendes cover the prior year’s actual costs and the estineted
oosts for the current year. These payrrents may be for total or increren
tal costs depending on the guidelines certified by csm

In 1986, two laws were enacted to reduce reimbursenent delays for
mencites funoked through the appropriation and test daim processes
Under are law, reimburserent for certain ongoing mandates is proviced
ana block grant besis, with the anmount of the grant equial to the average
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amount of reimursenrent, received during a 3-year bese period This
amount is automatically dishursed to local agendes, who will no longer
have tofile raimbtirservit dains with the Contraller. Under the secord
law, mancites approved for funding by csm can e reimrbursed frama
newly created mandate dains fud if the mandate’s first-year state-
Widk oosts are less than $800,000. The anrount of this new revolving
claims fud is $10 million Reinburserents fromthis fund canbe nece
only after local agencies have gore throuf hithe test daim process. How
iavegl csmWill nolonger have to seek funding approval fromthe
egisiature.

The mandate reimburseent requireent wes erected by statute in
1980 through a voter tax relief initiative. Any law;, rule, or regulation
taking effect onor after January 1,1981, is subject tothe reinourse-
ment requirerent. The Division of Local Mandates (dim), created within
the State Auditor's Office in 1983 is the key administening agency of
the reinburserent requirement. It hes the authority to detenmine which
statutes qualify for reirurseent by meeting the nmandate criteria
detailed in the reimbursenrent provision, dim reviews a state programat
the request of a dty, tonn, or state legislator to determine within 60
days whether part or all of it originated after January 1981, when the
reimburseent requirenent becare effective. If so, the requirenrent
stipulates that the state nmust gppropnrate money for the mandate at the
sae session inwhich the lawwes enacted and Ineach successive yearr.
The reguirement also directs the state to pay cities and towns up-front
and in full for the costs assodated with mencites. The local govermn:
nrents need not conply with amancite unless and until there is a state
appropriation for the mancated provisions. They must, honever, peti-
tion the courts to permit nonconpliance

dim mekes the final determination as towhat qualifies as a mandate;
honever, the power of gppropriation lies with the legislature. Thus, all
legislative appropriations concaming mendetes are based ondim deter-
minations. dim detenrines reimbursaldle anounts through either anesti-
netion or a dains process and alerts the state to its dbligation through
nenciate determination reports. The reports are sent to affected local
governents, appropriate state agendes, and state legislators, dim's
menciate determinations ey be adimitted as cost evidence incourt
should a dty or town resort to legal action'to recover its costs. In addi-
tionto dim, the state’s office of Administration and Hinance (aaf) hes
been directed on three oocasians to distribute reinbursable funds to
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affected cities and toArs, aa £s role was written into legislative gooro-
priation language for three separate mandates. Both aim adaar have
required affected comrunities to itemize estimated and/or certify actual
costs incurred in carmying out each mandated programprior to ded<s
being drawn fromtihe mandate gpopropriation

The state constitution specifies that no laws of general application sl
Inpose increased expenditure requirenents an local govermnents uniless
the state shares inthe aosts The state does not have a specific unit thet
administers the manckte reimbursement program Local govermnents
are reimbursed for state-mandated oosts through either goprgpriations
or state-shared taxes. For reimbursements provided through goprgoria
tions, the state agency that oversees the mandated activity is resparsi-
ble for reimbursing local govermnents. Reimourseents are allocated to
local govermments ana formrula besis. For reimourseents proviced
through state-sh; "ed taxes, the first $1,000,000 increase over the previ-
ous year in state-shared taxes nust be mecke available to munidpalities
and counties to cover the state’s share of nandated costs. Honever,
localities would neoelveﬂmestau:eshared%regard%sofawm
mandates inposed by the state. Thus, the state does not provide new
funding for nancites when they require local governrents to use state-
shared taxes as reimursenrent for nendated oosts. Since state-shared
taxes also are adlocated ana formula bxais, there is norelationship
between the cost of mandates and the amount received fromshared
taxes. Local governents are not reguiired to file reimbursenent dains,
as allocations are besed onformulas.
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CONGRESSIONAL BUDGET OFFICE
U.S. CONGRESS
WASHINGTON. O.C. 20816

July 12, 1988

Mr. Lawrence H. Thompson
Assistant Comptroller General
Human Resources Division
General Accounting Office
441 G Street, N.W.
Washington, D.C. 20548

Dear Mr. Thompson:

We have reviewed your proposed report to Senator Durenberger on
legislative mandates, which you sent to us on June 9, 1988. In general, we
believe the report provides a good description of federal and state cost
estimation processes and of the state experience with legislative mandate
reimbursements.

We agree with the report's conclusion that state-local cost estimates
have had only a limited impact during the last five years. In part, this Is
because there have been relatively few legislative initiatives that would
Impose new mandates on state and local governments. As the report notes,
for example, during the 99th Congress, CBO estimated that less than 10
percent of over 1,100 bills reported from committees would have a state-

local cost Impact. Incidentally, we prepare state-local cost estimates for
almost all bills reported from committee, Including those that would Impose
Nowon p. 12. no costs. The statement on page 16 of the draft report implies that cost

estimates are prepared only for bills which would Impose costs.

The lack of Impact of state-local cost estimates also results In part from
the generally low-key presentation of state and local government concerns

during the legislative process. In our experience, when the state and local
governments and their representative organizations have been active, our
state-local cost estimates have made an Impact. As the proposed report

notes, Increased Interest In cost Impacts will come only when there is a
strong legislative concern about mandating costs on state and local
governments. We believe that this concern must be generated by the state
and local governments and their representative organizations.

With regard to the suggestion that cost estimates be prepared for key
bills before committee markup and forfloor amendments, we believe the
report draws the right conclusion. The effort Involved In reviewing allbills
at an earlier stage wctfd be substantial, and such an increase In CBO cost
estimation efforts would not be cost-effective unless there Is n demand for
the Information. At this point, the demand for state-local cost Impacts Is
fairly limited, but when there are committee or subcommittee requests, CBO
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does respond with cost estimates before bills are reported or at other
stages of the legislative process. Therefore, we agree with the report's
conclusion that Congressional committees should be encouraged to request
earlier state-local estimates from CBO fcr selected bills where there are
concerns about cost Impacts.

We are less enthusiastic about the suggestion that the State and Local
Cost Estimate Act be amended to Include appropriation and tax bills. While
the Act has not ber Interpreted as applying to tax measures and
specifically excludes appropriation bills, we could provide Information on
state-local cost Impacts under the authority of section 202(b) of the
Congressional Budget Act If requested by a committee. A statutory change
to extend section 403 coverage to appropriation and tax bills, therefore, Is
not needed to authorize CBO to prepare state and local cost estimates for
these bills, but It would be needed to require us to do so.

We are also dubious about the value of preparing state-local cost

estimates for appropriation bills. Legislative mandates affecting state and
local governments are rarely contained In appropriation bills. This s
because most mandates would be substantive legislation that would be
subject to points of order If Included In appropriation bills. For your

information, we routinely provide estimates of the level of new budget
authority for assistance to state and local governments provided In
appropriation bills, as required by section 308\a) cf the Congressional
Budget Act, althcJlbh this generates no interest as far as we know.
Furthermore, we believe the Appropriation Committees would be concerned
about adding another special reporting requirement for appropriation bills.
There could be problems with the timeliness of CBO estimates because we
frequently have little time In which to review appropriation bill language
before bills are reported. This, In turn, could cause procedural problems
for the Appropriation Committees If Budget Act waivers were required to
begin floor debate.

With regard to tax bills, most significant changes In federal tax law—
rate Increases or decreases, the addition or elimination of preferences—
affect state and local revenues. Estimating these effects would be an
enormous undertaking. Moreover, providing state-local estimates for
selected measures before committee markup is probably not feasible. The
tax-wrltlng committees mark wup bills in concept only; the legislative
language Is drafted subsequently. CBO staff are wusually unaware of the
specific provisions of tax bills until they are drafted and reported from the
committees.
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The Joint Tax Committee staff provides the tax-writing committees with
revenue estimates during and following the markup of tax bills. Because of
Its official role in the legislative and revenue estimating process, only the
Joint Committee staff could prepare state-local fiscal notes for tax
legislation In *t timely manner. Since this would Impose a burden on the
Joint Committee staff, we suggest that It be given an opportunity to review
the proposed report.

We also note that In preparing cost estimates for tax legislation only
revenue effects are estimated. Administrative costs and the costs of
regulations are not Included. The draft report defines "mandates" as "laws
and regulations imposing requirements and related costs on subordinate
levels of government." This definition may not be applicable to tax
legislation under our current estimating practices.

We have a number of minor editorial comments on the report which we
will give directly to Mr. Gadsby. Thank you for giving us an opportunity
to review the proposed report.

Sincerely,

James L Blum
Acting Director

cc:  Mr. J. William Gadsby
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ntergovernmental Relations

Mr. Lawrencs H. Thompson

Assistant Catptroller Gsnsral

United Statas General Accounting O ffice
Huaan Rssouroac Division

Washington, DC 20548

Dear Mr. Thcrpscn:

Thank you for giving the Advisory COnmissicn on Intargoverrmental
Relations (ACIR) an opportunity to review the draft of your report
entitled "legislative Mandates: State Experiences can O ffer Insights for
Federal Itasponse” (HRD-88-75). Several staff neuters und | have reviewed
the report. Specific editorial comments and suggestions are included on
the enclosed copy of the report. ACER staff narrative coranents follow
herewith.

Stncral EYaluatign

Overall, we believe that the GAO report is carefully researched,
thorough, and enlightening. For the moat part, the report is well
written and easy to read.

Bregnranrialgn Byaartii&Agg

We are pleased that the GAO has recognized AdR in its
raocxmendation calling for a biennial report on the total estimated costs
to stats and local govsminnts of new mandates contained in legislation
enacted by each session of the Congress. AdR is wall suited to perform
this task and has a strong interest in undertaking tits reporting
responsibility. Our reservation, however, is that because AdR's
appropriations hava thus far declined by 36 percent since 1985 and staff
has been reduoed by 30 percent, ACIR would need additional budgetary
raaouroes to undertake this new responsibility. The amount of resources
required would depend an haw the reporting task was to be performed by
AdR.

Basically, there are two ways to prepare such a report.

1. AdR could perform the task by ocnpiling the CBO figures
routinely every two years, with little or no analysis. The
utility of this approach could be questioned easily, however,
and tha activity would run the risk of being cancelled after
the first several reports. This would be similar to what
happened when AdR administered CMB Circular A-85 in the 1970s.
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2. AdR could perform indapendent analyses, examine different
estimating methods, and analyze tha implementation of
legislation over time to oonpare actual costs with estimated
costs. AdR oould also put the sstimetss into scma context
every two years in terms of what both tha states and the
federal govemaant are doing to institute and ixpleoont mandate
reimbursements. This approach would allow us to evaluate the
process, show emulative trends, and assess the actual oosts of
mandates over the long term. This would be the best way to
prooead, but this approach is wall bayend AdR'a current
resource capabilities.

Oamants cn Text of the Report

The finding that rmiotaurawnant requirements which have been made a
part of the state constitution or initiated by the voters have had an
impact cn stepping unfunded mandates is very interesting in terms of
AdR'a work cn stats and federal constitutional lew. The underlying data
support for that conclusion does not appear to be especially strong,
however. More needs to bn said about how GAO arrived at that oonclusicn.
Tha wording of the Executive Sumnary also makes it unclear as to vhother
constitutional amendments regarding reinburewent have to be initiated by
voters in order to be effective. In other words, docs "public
initiation"™ modify both referendum and anmfteent?

Another good point made in the report is tha rag mandatinn that the
cost-eetimating procss be extended to tax and appropriations bills.
Perhaps this should be highlighted more in the report.

The discussion of the aanple states and their experience is
otherwise thorough and interesting, and the backup material in the

appendioes is vary helpful. Tha description of methodology is a model of
clarity and precision, it would be useful, thought to include the survey
instxwsnt.

With regard to the timing of cost estimates, we believe that waiting
until the last minute to prepare cost estimates disables the process.
The GAO reccnmendaticn to initiate the cost estimate process earlier—

when the conaittews and the public interest groups identify a bill that
is likely to be seriously considered and have significant impact—is good
as far as it goes. However, it still leaves the process in the realm of
case work.

It would be preferable to evaluate mandates in a longer range way.
For exanple, many of the mandates now cn tha books must be reauthorized
every four or five years, or are slated far Congressional oversi®rt an a
relatively regular basis. This ic scosuhat like a sunset review procsss.
Although there 1s not a formal process of that type at present, mandats
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reviews could be scheduled far ahead in many cum ; adequate data bases
could be built and eeirrtained by AdR in anticipation ot recurring
reviews; and major altem ativee ocruld be eet up in anticipation of
legislative action. This type of preparedneee would produou information
far policye»)a*rs based on actual experience, and would be vastly superior
in aany ways to any information that an ad hoc, case-ty-case approach
could produce.

Finally, because of zequim nts act forth in Executive Order 12612,
the timeliness and quality of coet astiaatae can be expected to be
ocneidarably improved for any legislative proposals having u federal
sandate that originate fron an Adtainistraticn. That Order calls far the
use of federalism criteria in developing Executive Branch policiee, and
requiree that regulatory and legislative proposals be acaxpaniad by an
evaluation of "the extant to tAiich the policy lapoaae additional costs or
burdens on the States, including the likely source of funding for the
States and the ability of tha States to fulfill tha purposes of tha
policy" (Sec. 6(c) (3)). Sane mention of this related provision should be
made in tha GAO report.

Ha hope these ocnaants will be useful to you in finalizing this
excellent report.

Johr, Kincaid
Executive Director
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State, County,and City
Government

444 N, Capftol Street. N,WvSulie 340
hington, D.C. ao0oi
Phone: [202) 835-1445

July 27, 1988
Ejcoche Cateters h
: Lawrence H, Thompson

Netioral League Assistant Comptroller General
A ANBEALS Unitad Stata* Ganoral Accounting Of 't

; Washington, D.C. 20548
Coundil o Slate
SR A N, Dear Mr. Thompson:
Intemational Gity . . .

e Association We appreciate the opportunity to fevi the
WILLIAMH HANSELL. JR draft of GAO'a study , i\/ﬂ'ﬁ%ﬂ}
National Association State Experiences Can Offer Inaiahta for
of Counnes Ftdcral Reaponse.
JOFNRTHOMAS
\gtiorel Oonfereroe of \éVe arte inD agrebenent \{vhitr{ ytohur tfjonttent to ;

enator Durenberger tha e beat approac

V‘”L!-'A?\%Tm'? » for raducing infinded Mandates oo thia tine
National Govermors Association oy ld be to focue more attention *t key
RAMCNDC SCHEPPACH points in tha congressional process on
U3 Sorerence estimated coats of auch mandates on state and
A Rs cooran local governments." We would go even

further to set up procedures that require
Congressional committees to both
recelve and consider cost estimates
throughout the legislative process.
We are in complete agreement with the finding that cost
gstimates have a greater impact when they are prepared early

in the legislative process and when they are also prapared
for important amendments to proposed legislation.

We note your recommendation for a biennial review of the
total coats imposed by federal mandates and feel that nuch a

review should be done annually and should covar the
baseline, as well as the incremental costs, of mandaten.
We believe that CBO would be the best organization to
nccomplish this task.

In addition, we strongly urgze that the coat estimate
requirement be extended to tax and a?propnanon bills
inorder to truly ascertain costs that are being passed on to
state and local governments.

We appreciate the work of CBO In cost estimation. We
believe that the process should be strengthened and that CBO
be given additional resources to insure the successful
implementation of the recommendations of this report. The
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public interest ﬁroup{k ere willing to work with CBO more
closely then we have in the pest 1o determine the most
important and costly pieces of legislation sxpectad that
session.  This would make it possible to obtain estimates
garlier in the process.

While the current models for state reimbursement may not be
workable at tha federal level-we believe that further study
could dsvelop workahble federal legislation for cost

reiaburaamant. Re(t;,ardless of the reimbursement question, we
are totally ,supP,or ive of the need for keeping and improving
ati

the cost astimation process.

We are enclosing a Hat of specific su% gstions that were
made last Septsmhbcr at the time that CBO's cost estimate
legislation was reviewed.

d local experience provided

We found your study o an
ederal level.

f state
helpful suggestions at the f

Alan Beals
Chairman

cc: Big 7 Executive Directors
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Tha intergovernmental coat estimate should ha performed
garlier In the legislative procaaa;, currently a fiscal
nota is only dona for bills reported out of committee.
At that point its rola can only ba nagativa, [If
available earlier in tho process, tha cost information
could contribute constructively to the dovelopaent

of legislation

W hile man?r stata legislatures require fiscal notes on

gvery bill introduced, this might prove burdensome for
CBO.. He therafore, recommend that a fiscal note be made
available™ prior to subcommittee markup.

The fiscal note should be updated for subsequent
amendments. This is usually done at the state level,
and is really necessary if the'estimate is to provide
useful information through out the legislative process.

The-threshold should be lowered. The present $200
m illion is too high; $100 million might be reasonable.

The flncal.note. requirement should be extended to
Include aroroprlations and revenue bills. Frequently
tax end spending b.ills have very Iimportant
intergovernmental impacts.

The estimate ahould Include the baseline plus the
incremental cost. This would provida a clearer picture
of the total impact on states and localities.

The cost estimate requirement should be extended
to QMB

Kt’> _fllrJd OHB. ghguld-tach-B M B ftra. an .annu
Iin e

nual recoct .
g the intergovernmental impact of legislation

<§L8nt;01 'ﬁs'%teé”wsi%ﬁtlﬁ (a:ré%.LocaI finance ehQuld be
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Bequests for copies of GROreports should be sent to:

U.S. General Accounting OfiBce
Post Office Boot 6016
Gaithersburg, Maryland 20877

Telephone 202-276-3241

The first five copiesofeach reportare free. Additional copies are
$200¢ach.

There Is a 26%discounton orders for 1000r more copies mailed to a
single address.

Ordersmust be prepaid by cash orby check ormoney order made outto
the SuperintendentofDocuments.
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JUNEAU. ALASKA 99801-1291

DEPT. OF COMMUNITY & REGIONAL AFFAIRS PHONE:  (907)465 4700

0O 949 E.36THAVENUE SUITE 400

CHEDF THECWMSEHONR o (o Sstes
PHONE: (907) 553-1073

March 5, 1992

POSITION PAPER
RE: House Bill 476
SPONSOR: House C&RA

Program Effects of Bill:

This bill would require the Department of Community  and
Regional Affairs to prepare a fiscal note on all ©proposed
legislation that has a fiscal impact cn municipalities. The
fiscal note must estimate the fiscal impact for the <current
fiscal year and for five succeeding fiscal years. The fiscal

note must be prepared within five days ofthe legislative
request, or within two days if the request is made after the
90th day of the regular session or during a special session,
and requires consultation with affected municipalities.

Comments:

The Department estimates five new positions, one permanent and

four seasonal, would be necessary to perform the duties
required Dby this legislation. The proposed amendments would
make it easier and cheaper to comply with the bill's
requirements. If the following amendments are adopted, the

Department believes the number of positions required would be
three instead of five.

Amendment #1: After the word "municipality™ on page 1,
line 4, insert "to the extent funding for personnel is made
available.” The effect of this amendment is to make it clear
that if the Legislature does not fund the required positions,
the mandate to the Department is not effective.

Amendment #2: After the word "cost" on page 1, line 6,
delete "or savings." The effect of this amendment is to reduce
the burden on the Department and yet comply with the concern of
municipalities that the Legislature be made aware of new fiscal
burdens being placed on them.
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Position Pager on HB 476
March 5, 1992
Page Two

Amendment #3: After the words "The committee of" on page
1, line 8, delete "first"™ and insert "second". The effect of
this amendment is to reduce the burden on the Department
because many bills never leave their first committee of
referral. It also allows the necessary lead time for staff to
research the bill and poll a variety of municipalities on the
anticipated impacts.

Amendment #4: After the words "substantially complies with
(c)" on page 1, line 14, insert "(1), (2), (6), (7), (8), (9
and (d)". The effect of this amendment is to eliminate
meaningless or wunnecessary requirements for the <contents of
municipal impact fiscal notes since the omitted sections focus
on state funding issues.

Amendment #5: Insert a sunset provision of three years so
that the Legislature is required to revisit this mandate to the
Department after a period of experimentation with the
requirements of the bill. A sunset provision will also force
the Legislature to reevaluate whether the fiscal resources are
available to render this service.

We support the concept of this bill, but can only support the
bill if the Department of Community and Regional Affairs is
given the additional resources to satisfy the bill's

requirements.

Edgar Blatchfora, Commissioner
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CS FOR HOUSE BILL NO. 476 (CRA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered:
Referred:

sponsor(s): HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act requiring municipal fiscal, notes for hills and resolutions.”

WORK DRAFT

7-LS144VG
Cook
3/13/92

2 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

3
4
5
6
[
8
9

11
12
13
14

* Section 1. AS 24.08.035 is amended by adding a new subsection to read:
(e) If a bill or resolution

except an

appropriation bill, affects a municipality, there shall be attached to the measure a municipal fiscal]
note containing an estimate for the current fiscal year and five succeeding fiscal years of the cost;
to municipalities that would result from enactment of the measure. If the measure '

to a municipality, a statement to that effect shall be attached. TSfcSSttmpd
committee of referral shall request the municipal fiscal note. It shall be prepared by the

section within five days of the request, or
within two days if the request is made after the 90th day of a reqular session or during a special
session. To the extent practicable, before delivering the fiscal note the department shall consult
with municipalities that would be affected by the measure. The municipal fiscal note must

.1-
New Text Underlined iDELETED TEXT BRACKETED]

CSHB 476(CRA)
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contain information that substantially complies with this section.
An amendment or a substitute measure proposed by a committee of referral that changes the

fiscal effect of a hill on a municipality shall be explained by the department in a revised
municipal fiscal note attached to the bill.

CSHB 476(CRA) -

New Text Underlined [DELETED TEXT BRACKETED]



MEMORANDUM

TO JERMY

FROM NAN

RE TODAY'S MEETING  Zb'9 2-

HB 384 - Current law [imits administrative costs of day care
assistance to 10%: this b illl would increase it to 15%. _DCRA

fiscal note reflects that the 5% increase in administrative
costs will remove $570,000 from the program and eliminate
nding for 160 children

fu I f new funds are not received for the
Bro ram to cover the increase, The department supports the

i1 because it believes the ncreased administrative fundlng
will encourage more municipalities to participate. | also
note that DCRA proposes to reduce day care assistance by
$884.7 under their budget reduction Scenario.
HB 526 - Rep. Lincoln is meeting this mornlnﬁwnh Commerce
and DOTPF to try to work _out some issues withtheb ill.  DOTPF
apfarently has problems with the bill; Commerce has submitted
a $99.9 fiscal note (none received as yet from DOTPF), This
bill allows communities to form local Citizen's commissions to
monitor state construction contracts in progress and evaluate
?erformance. Commerce would be required to "base decisions on
he renewal of a contractor's I|cense on the recommendation of
these local commissions,  Unincorporated communities would be
tt)lven the right to participate in confract administration;

hey may assume all or part of the public works
administration, or 10|nt|y administer with the department
T(DOTPF). Small communities (under 2,000) would be relieved
rom the competitive bid process for contratsforgoods or
services on projects under $100,000.
HB 476 - We have a new draft CS, | have incorporated
amendments which include; the fiscal note will be requested
at the second committee of referral_ w.ill reflect only costs
and not savings: will be done by C&RA in cooperation Wwith any
affected staté a%enmes;,wtll he distributed in accordance
with AS 24.08.03 (dﬁ' will include information rec?uwed in A$
24.08.035(c) (1), "(2), (6) and (7) - (9); and will sunset in
five years.
| did not include two of the amendments requested by the AML.
One was to define "mandate", a term which does not appear in
the bill; the other one prowded that no legislation or a?ency
rule would be bindin local governments if a fiscal note
form was not attache The legislature cannot pass a bill
which binds them to any future action; also, if you have a
bill with only one committee referral, there would be no
requirement for a fiscal note to be ﬁ)repared | was also
confused by the term "agency rule"; | would assume that
mcludbe_s”pollcy and regulation, which goes beyond the scope of

is bill.





