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M. Chairman. | ampleased to appear before this Commttee to
discuss the State and Local Gost Estimate Act of 1981, HR 1465.
The Coommttee has copies of a report prepared by the Congressional
Budget G fice (BOQ at the request of Chairnman Boiling presenting our
assessnent of the feasibility of CBO's preparing state and |ocal cost
estimates. M statenent this norning will summarize that report and

hi ghl i ght a nunber of concerns raised by our reviewof HR 1465.

CBO strongly supports the objective of bringing to the Congress'
attention the anticipated costs to state and |ocal governnments of
carrying out proposed federal prograns. In sone cases, the burden of
federal initiatives on state and |ocal governmentsis very heavy, and
focusing only on federal costs can be msleading. Estinmating the
nonfederal costs of such proposed actions would inform the GCongress
of the concerns of state and |ocal governnents. It would nove us one
step closer to assenbling all the information a decisionmaker woul d

need to nake a fully informed judgnent on a |egislative proposal.

Preparing estinates of state and local costs would be nore
conplicated than preparing federal cost estimates, and in general, it
woul d take |onger. Costs that would have occurred anyway w thout the
new |l egislation would have to be determned and purpcsefully set
apart fromthe estimate. S mlarly, variations in inpact from one
jurisdiction to another would have to be identified. Assunptions

woul d have to be nmade about nany details of implementation that woul d



| ater be determ ned by program regulations. Available data are |imted,
and cbtaining necessary infornmation could be both difficult and

time consum ng.

CBO's response to these conplications would vary accordi ng
to the nature and scope of the regquirements and the | anguage of each
bill. In many cases, the factors to be considered could be so numerous
that a sanple of affected jurisdictions would have to be used in
devel oping the estimates. |n other instances, though, CBC could turn
to existing national organizations or state and local officials to
assist us in identifying costs. For state-admnistered entitl enent
prograns and other major intergovernnental programs, CBO woul d devel op
and nai ntain data bases of najor program characteristics for use in
Its estinmates. For estimates of pending bills with excentional costs
to particular regions, analysts would have to contact federal agencies

and/or local officials to identify potential costs.



Wil e the focus of B.R. 1465 has been on costs to state and
| ocal governments, the inpact of sone federal requirenents could be
a saving rather than a cost. (BO would assume that a significant

saving woul d al so be estinated.

While A~t+tails would have to be worked out as to the procedure
for making state and local cost estimates ‘evolved, four general
poi nts about the nature of these estinates should be noted:

() Estimates would generally be limted to the aggregate

state and local costs of the |egislation.

It would not be possible for CBO to produce state-
by—state anal yses except in unusual cases where such
estimates were a by-product of the overall estinate.
(BO would neither be able to support requests from
i ndividual Menbers nor from state and |ocal governnents
thensel ves for estimates of the costs to their particu-
| ar jurisdictions.

(21 Only direct budgetary costs woul d be estinated.

CBO's current responsibility for estimating costs
to the federal government has been defined to include
only direct budgetary costs, not indirect or secondary
costs. Smlarly, we would expect to estinate the inpact
of federal legislation that directly affects state and
| ocal budgets, but we woul d not attempt tO estinmate the
inpact of legislation that may affect state and |ocal
governnents through changes in the econony cr other factors.



(3) Estimates would be nade of the increnmental costs associ ated
wWth the legislation.
CBOwoul d attenpt to neasure the inpact of federal

legislation in terns of the increnental costs--those additional

costs to state and |ocal governments brought about
by the bill being considered but excludi ng programs'
ongoing current costs. This interpretation would
require CBO to identify costs that woul d have occurred
anyway--potentially a difficult undertaking--but shoul d
give the Congress a truer understanding of the inplica-
tions of the legislation under consideration.

(4 Estinmates would be nmade of the extent of the state or
| ocal voluntary participation in a program

For legislation covering prograns in which states or

| ocalities may elect to participate on a voluntary basis
and to differing degrees , CBC woul d devel op estinates
allowng for partial participation or responses to a federal
requirenent. An exanple is Medicaid, in which only Arizona
now chooses not to participate. Estimates of such bills
would require CBO to devel op and constantly reeval uate

assunptions about state and/or local participation ) v

-

rates and program variations.



(BOwoul d require additional resources to fulfill this responsi -
bility. W have estimated that the mninumadditional resources
woul d be $700,000 for fiscal year 1983. (Qr cost estinate is attached
to our report.) Thissumwould allowus to add five anal ysts
and one new support person. It would provide for the establishment
of essential benchmark data bases of state and | ocal budget
i nformation and for the collection of data on the budgetary and
programmatic characteristics of major intergovernmental programs.
It would also pay for the communications costs necessary to establish

and mai ntain sources of information across the country,

HR 1465 woul d provide the necessary authority for CBO to devel op
state and local cost estimates. The bill would give CBOthe flexibility
needed to respond to the wide variety inrequirenents and estinating
conditions we foresee. Initially, cBC's estinmates would require
nore assunptions and coul d be based |ess upon hard data. Wth tine,
we expect we would be able to fulfill the task mandated by the bill

effectively. W support the enactnent of this |egislation.

| will be happy to answer any questions you nmay have.



