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Dear Steve : 

Thank you f o r  t h e  oppor tuni ty  t o  review t h e  pre l iminary  d r a f t  
of NCSLts earmarking study. The comments included he re  a r e  
summarized from those  made by s e v e r a l  members of our  s t a f f .  
I hope they w i l l  be  of c o n s t r u c t i v e  u s e  i n  completing t h i s  
p o t e n t i a l l y  va luable  repor t .  

The most s i g n i f i c a n t  poin t  o f  concern we s e e  i n  the  d r a f t  is 
d e f i n i t i o n a l .  The d e f i n i t i o n  of earmarking: " the  
des ignat ion  of c e r t a i n  revenue f o r  s p e c i f i c  purposes on a 
cont inuing b a s i s , "  (p.1) and i t s  d i scuss ion  (pp.6-7) a r e  so 
broad a s  t o  be somewhat of a "non-def i n i t i o n . "  Such an 
all-encompassing d e s c r i p t i o n  of  earmarking i n  t h i s  paper has 
the  unfor tunate  e f f e c t  of v i t i a t i n g  i t s  impact. I t  obscures 
h ighly  s i g n i f i c a n t  d i f f e r e n c e s  among earmarking phi losophies ,  
p r a c t i c e s  and t a rge t s - -d i f fe rences  t h a t  a r e  n o t  c l a r i f i e d  by 
t h e  subsequent discussion.  

A more s u b t l e  (bu t  p o t e n t i a l l y  more harmful) e f f e c t  is t h a t  
the  taking of an excess ive ly  wide view i n  terming n e a r l y  a l l  
"d i rec ted  types1' o f  d i s p o s i t i o n  of funds a s  "earmarking" 
broadens the const i tuency f o r  the  p r a c t i c e .  The more 
widely--and vaguely--the process  of earmarking is desc r ibed ,  
the  more popular and a t t r a c t i v e  the concept i s  l i k e l y  t o  
become. 

We would suggest t h a t  earmarking be redef ined as the  
a l l o c a t i o n  of funds f o r  narrow, s p e c i f i c  programmatic uses. 
This  would c l a r i f y  the  ques t ion  of e q u i t y  and b e n e f i t s  
received which does n o t ,  w e  b e l i e v e ,  r e c e i v e  i n  t h i s  d r a f t  
the  d iscuss ion  it meri ts .  

Fur the r ,  w e  would urge a d d i t i o n a l  d i scuss ion  o f  one 
f requen t ly  advanced j u s  t i £  i c a t i o n  of earmarking, t h a t  t h e  
taxpayers  a r e  the  d i r e c t  and s o l e  r e c i p i e n t s  of t h e  b e n e f i t s  
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o f  the  programs f o r  which they a r e  paying. This would 
n e c e s s i t a t e  a f u l l e r  d iscuss ion  o f  u s e r  t axes  (e.g. ,  gasol ine  
t a x e s  and a u t o  l i c e n s e  f e e s  which a r e  used f o r  roads  and 
highways) and a c l e a r e r  d i s t i n c t i o n  between them and other  
t a x e s ,  e s p e c i a l l y  e x c i s e  taxes,  of ten earmarked. Sor t ing  
o u t e x i s t i n g  earmarking along t h o s e  l i n e s  would h i g h l i g h t  t h e  
i s s u e  of f a i r n e s s  of  d i s t r i b u t i o n  of t a x  burdens f o r  general 
purposes a s  opposed t o  d i r e c t l y - l i n k e d  purposes. 

Some a d d i t i o n a l  observa t ions :  

. On p. 3, t h a t  earmarking " d i s t o r t s  t h e  budget ing 
process" i s  r a t h e r  vague t o  be termed " the  most  damning 
c r i t i c i s m  a g a i n s t  earmarking." This  phrase should  be 
explained more f u l l y ,  i .e . , t h a t  earmarking e n t a i l s  10s t 
oppor tuni ty  c o s t s  when l e g i s l a t o r s  r e s i g n  t h e i r  a b i l i t y  
t o  u s e  funds. O r ,  a l t e r n a t i v e l y ,  perhaps "most damning1' 
should be reserved t o  p l a c i n g  a h i g h e r  p r i o r i t y  on a 
program t h a t  may n o t  be j u s t i f i a b l e ,  and a s s u r i n g  its 
perpe tua t ion .  

. Table 2 would be more v a l u a b l e  i f  e i t h e r  a) t h e  
percentage of t h e  i n d i v i d u a l  program funds t h a t  a re  
earmarked were g iven ,  or  b )  i f  the  amounts earmarked 
were repor ted .  

. One t a b l e  t h a t  i s  needed i s  a d e t a i l e d  l i s t i n g  of  
earmarked exc i se  taxes ,  i nc lud ing  percentage breakdowns 
of  t h e  funds a l loca ted .  

. On p. 12,  "Changes s ince  1979,"  s i n c e  t h i s  s t u d y  focuses 
on revenue a c t i v i t y  up t o  FY 1984, we would sugges t  
d e l e t i n g  the  sentence  about  the  Puget Sound cleanup 
s i n c e  it was a 1986 measure. I f  it is  r e t a i n e d ,  
however, we b e l i e v e  t h a t  f o o t n o t e  4 (p.28) i l l u s t r a t e s  a 
powerful po in t  and should b e  included i n  the  body of t h e  
r e p o r t ,  perhaps i n  the second dot  p o i n t  on p. 17. 

. In  t h e  " J u s t i f i c a t i o n  f o r  earmarking" (p. 16) is 
mentioned the  p o i n t  t h a t  "earmarking makes i t  poss ib le  
t o  r e q u i r e  those who r e c e i v e  the b e n e f i t s  of a 
governmental s e r v i c e  to  pay f o r  it." It  should be noted 
somewhere t h a t  earmarking a t  the  s t a t e  l e v e l  does  not 
of t en  make t h i s  s p e c i f i c a t i o n .  This p o s s i b i l i t y  i s  
commonly f u l f i l l e d  only f o r  gaso l ine  and f u e l  taxes.  
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. In  t h e  s e c t i o n  "What Dif ference  Does Earmarking Make?" 
the  examples on pp. 18-19 do n o t  seem t o  l o g i c a l l y  
precede t h e  f i r s t  sen tence  on p. 20: "While the  
foregoing a n a l y s i s  d e s c r i b e s  t h e  most important  
cons ide ra t ion  i n  eva lua t ing  t h e  impact o f  earmarking..." 
The intended message is n o t  c l e a r  here. 

. On p.22, a s  noted above, i t  i s  d i f f i c u l t  t o  cons ide r  
"General Aid t o  C i t i e s  and Counties" a s  earmarked funds,  
inasmuch as these  funds a r e  used f o r  a l a r g e  v a r i e t y  of  
unspeci f ied  programs a t  t he  l o c a l  l e v e l ,  t h e  suppor t  of 
which may be changed f r equen t ly .  

. F i n a l l y ,  and n o t  s u r p r i s i n g l y  f o r  a d r a f t  document, t he  
paper seems somewhat d i so rgan ized ,  with some of t h e  
arguments weakly s t a t e d ,  and many of t h e  p o i n t s  
redundant. 

In  conclusion,  l e t  me r e i t e r a t e  t h a t  we hope o u r  comments 
w i l l  be h e l p f u l  t o  you. Thank you again f o r  r e q u e s t i n g  our  
review. I f  we can be of  f u r t h e r  a s s i s t a n c e ,  do n o t  h e s i t a t e  
t o  c a l l .  

S ince re ly ,  

/LA-/- 
Paula J. Duhaime 

PJD : gc 

c c :  William Cannel l  
Roger Mozingo 
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