Testimony by Traven Leyshon, Director of High Road Vermont on S. 175

I want to address primarily the section of S. 175 that reads, “The joint fiscal office and the legislative council shall analyze the fiscal impacts on state programs from large-scale retail uses and report to the general assembly by January 15, 2007.”
The last section of H. 125 (Sec. 5) also speaks broadly to the issue of documenting the cost to the State from large employers whose employees and/or their dependents must of necessity utilize public assistance programs . 

There are a number of rigorous studies which analyze the economic and fiscal costs to states and communities when large scale retail companies follow “low road” employment practices.  Several on Wal-Mart’s impact demonstrate the problems:

1. Hidden Cost of Wal-Mart Jobs

2. Shopping for Subsidies: How Wal-Mart Uses Taxpayer Money to Finance Its Never Ending Growth

3.  Wal-Mart and County Wide Poverty

The latter is an analysis of whether the “Wal-Mart effect” is large enough to influence community-wide poverty rates. They concluded:

After carefully and comprehensively accounting for other local determinants of poverty, we find that the presence of Wal-Mart unequivocally raised family poverty rates in US counties during the 1990s relative to places that had no such stores. This was true not only as a conse​quence of existing stores in a county in 1987, but it was also an independent outcome of the location of new stores between 1987 and 1998…
…if Wal-Mart does contribute to a higher poverty rate, then it is not bearing the full economic and social costs of its business practices. Instead, Wal-Mart transfers income from the working poor and from taxpayers though welfare-programs directed at the poor to stockholders and the heirs of the Wal-Mart fortune, as well as to consumers. These transfers are in addition to the public infrastructure subsidies often provided by local communities.
These studies are available through our web site at http://www.highroadvermont.org/
Other state legislatures are also trying to address similar issues to those that S. 175 touches on.  I want to address the cost of companies externalizing their costs mostly through the lens of health care costs. In choosing this focus I do not mean to minimize the impact of Wal-Mart’s low road policies on other public assistance programs.  For example, reliance by Wal-Mart employees on public assistance programs in California costs taxpayers an estimated $86 million annually; this is comprised of $32 million in health related expenses and $54 million in other assistance.
Massachusetts has a similar piece of legislature.  It requires the state to document all employers with 50 or more employees and/or their dependents that utilize public assistance programs like MassHealth and Uncompensated Care Pool.  Also in Mass., in November of last year, a House Speaker declared a plan to tax employers’ payroll 5-7% if they do not provide health coverage for employees.  Employers with less than 100 employees would pay 5%, while those with over 100 would pay 7%.

In Maryland, the State Legislature passed a bill called “Fair Share Health Care,” the first in the country.  Its purpose is to make sure corporations like Wal-Mart pay health benefits for their employees. 
Most Americans understand that health care should be a right, but these workers have nothing of the sort. Although they do the best they can to make ends meet, thousands of Vermonters who have no way to pay a doctor or a hospital live in fear that they or family members will get sick. A large number of those who are paid below-poverty wages, through no fault of their own, have to rely on Medicaid or other state programs when they become ill. 

That means taxpayers pick up the tab every time a business doesn’t pay its fair share for health care and pushes its employees onto these programs. The tab is colossal. 
In general, Fair Share Health Care legislation requires large, profitable corporations to spend a certain percentage of their payroll to provide health care benefits for their employees or pay into a state health care fund. Fair Share will reduce the price taxpayers pay to cover profitable employers’ employee expenses, ease the financial strain states face in growing Medicaid costs and help level the playing field between companies that provide good jobs and benefits and those that don’t. Legislation along similar lines is in the pipeline in some 29 other states.
In Suffolk County, NY the “Fair Share for Health Care” and in New York City the “NYC Health Care Security Act” require employers that meet size and/or revenue standards to contribute $2.50-3.00 per employee, on top of standard per hour pay, to be applied towards health coverage.

California and other states are currently considering Healthcare Disclosure Acts.
Health Care Disclosure legislation would require the state to collect and disclose the names of those employers whose workers are dependent on publicly funded health care programs, as well as any person requesting uncompensated care in a hospital, as well as the cost to taxpayers.

An overwhelming number of employees at companies like Wal-Mart are paid such low wages that they qualify for government programs for the poor and near poor, which means that taxpayers are picking up the cost of health care coverage instead of the employer. The children of some Wal-Mart workers qualify for government benefits under Medicaid and Dr. Dinosaur because most Wal-Mart employees are low-wage workers. Fourteen states have examined the extent to which employers’ workers utilize public health programs to secure health coverage for themselves and their families. In each one of these states, Wal-Mart ranks at or near the very top of the list of employers that are shifting to the public the cost of providing health care for their workers.

Legislation would allow Vermont to determine which employers are contributing to the state fiscal crisis by shirking their responsibilities. Legislation should require the state to collect and disclose the names of the employers of applicants for publicly funded health care programs, as well as other forms of public assistance. In addition, the state would disclose the total cost to the public of providing public health care benefits for the employees and enrolled dependents of each named employer.   

Medicaid Costs Are Skyrocketing.  Like the rest of the health care system, Medicaid is wrestling with explosive cost growth – nationally 56 percent since 2000-- partly as a result of increased participation as well as cost inflation afflicting the health care system as a whole.  

What sets Medicaid apart, however, is that increased enrollment in the program also plays a decisive role in driving cost increases.  A number of factors account for growing caseloads, but one reason is that employers—including some that are highly profitable—are shifting onto taxpayers the costs of insuring their workers.     

Nationally workers, Taxpayers, and Other Businesses Are Forced to Pick Up $113 Billion Tab for Health Care When Profitable Companies Don’t Pay Their Fair Share. 

· Taxpayers pay $21 Billion:  A Commonwealth Fund study found that public programs – and consequently taxpayers -- were forced to pick up $8 billion in covering workers who lack employer coverage.  And charity care and bad debt cost taxpayers $13 billion each year.

· Other Businesses Pay $31 Billion:  Businesses that provide health care are forced to spend an estimated $31 billion to cover cost-shifting businesses’ workers through dependent coverage.  That’s in addition to the estimated $150 billion they spend on their own workers’ health care costs.   
· When such large companies as Wal-Mart don’t provide affordable health care for their workers, it puts companies that pay good wages and offer decent benefits at a competitive disadvantage.

· And of course, workers Pay $61 Billion:  Workers who lack job-based coverage pay $58 billion in out of pocket expenses and $3 billion in private individual insurance premiums.  Workers and their families who currently have private coverage are forced to pay higher premiums in order to cover the costs of workers without adequate health care.  Health insurance premiums for families who have employer-sponsored coverage, on average, are $922 higher due to the cost of health care for uninsured.

Our Hidden Subsidies handout (attached) is based on a sample of only 5700 of the 50,000 or so Vermont Medicaid recipients in 2004.  It gives us an idea of the massive Hidden Subsidies for low wage employers whose workers receive publicly financed health care benefits that year.  I think this shows the need for the State to collect and disclose the names of those employers whose workers are dependent on public assistance,  especially publicly funded health care programs, as well as any person requesting uncompensated care in a hospital, as well as the cost to Vermont taxpayers.  
Certainly such data and reporting is essential to inform Vermont’s economic development policies.

Thank you. 
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