Approved: January 24, 2006
Date
MINUTES OF THE HOUSE COMMERCE AND LABOR COMMITTEE

The meeting was called to order by Chairman Don Dahl at 9:00 A.M. on January 18, 2006 in Room 241-
N of the Capitol.

All members were present.

Committee staff present:
Jerry Ann Donaldson, Kansas Legislative Research Department
Renae Jefferies, Office of Revisor of Statutes
June Evans, Committee Secretary

Conferees appearing before the committee:
Lew Ebert, President, CEO, Kansas Chamber of Commerce
John Ostrowski, Attorney, AFL/CIO

Others attending:
See attached list.

The Chairman asked if anyone wished to introduce bills.

Representative John Grange requested a bill regarding retainage for contractors. Representative Ruff
requested a bill regarding workers compensation benefits. Larry McGill, Kansas Association of Insurance
Agents, requested a bill regarding deductible that is authorized protection for a catastrophic loss.

The Chairman stated without objection all three bill requests will be accepted.

Lew Ebert, President, CEO, Kansas Chamber of Commerce, gave a briefing on the third annual survey of 300
business owners/executive in Kansas. The surveys were conducted between October 31 and November 3,
2005. The survey reflects how businesses feel about the Kansas economy. While there was a little positive
movement from February to November of last year, that trend has begun to reverse itself. The quality of the
Kansas workforce is high and the employers recognize that. While concern about energy costs has risen over
the past year, taxes remain the top concern. There has also been an increase in those concerned with helping
small business and government regulations and mandates. Businesses in Wichita and the West are the most
likely to consider leaving Kansas. As has been the case in past surveys, those in the construction, wholesale
and retail sectors are the most likely to consider leaving the state — but even 10% of manufacturers and 16%
of professional services would also explore this option. Why would businesses consider leaving Kansas?
Last year 20% mentioned taxes; this year it is up substantially. A very small percentage of businesses actually
increased jobs over the past year. This year’s reality does not match last year’s expectations. Employment
was decreased during the last year in Wichita, Kansas City and Southeast Kansas. Managing health care costs
and lowering taxes on business are the most important factors for profitability in business. (See Attachment

1).

John M. Ostrowski, Attorney, Kansas AFL/CIO, gave a briefing regarding workers compensation - 2006. The
Kansas AFL/CIO recognizes that Kansas employers must remain “competitive” to enhance job security and
job growth for its members. However, it is respectfully suggested that if Kansas employers are not
competitive, it is unquestionably not due to the Kansas workers compensation system. Indeed, the Chamber’s
own membership lists as its top concerns taxes (22%), energy costs (10%), helping small businesses (7%),
and government mandates (7%).

It is hoped that it is obvious to even the casual objective observer that Kansas workers deserve better from
the workers compensation system. Over the years, the Kansas AFL/CIO, and others, have proposed multiple
suggestions for improving the system without driving up premiums. In short, there are “win-win” situations
that can serve both employers and employees, Workers Comp Report filed in Chairman’s
office.

The meeting adjourned at 10:25 a.m. and the next meeting will be January 19, 2006.

Unless specifically noted, the individual remarks recorded herein have not been transeribed verbatim. Individual remarks as reported herein have not been submitted to

the individuals appearing before the committee for editing or corrections. Page 1
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A Survey of 300 Business
Owners / Executives in

Kansas

Margin of error: +/- 5.6%

Surveys conducted October 31 — November 3, 2005

Number of Employees in Businesses Polled
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Right / Wrong Track Kansas Economy Over Time
46% Right track vs. 39% Wrong track vs. 15% Undecided
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While we saw a little positive movement from February to November of last year, that
trend has begun to reverse itself.

R/W Track Kansas Economy by Area of State
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Outlook has dropped most in the West from a year ago (53% Right vs. 37% Wrong).
11l other regions remain similar.




ortant Issue Facing Kansas Business

Taxes

Energy costs

Help small bus

Gov't mandates / regs

LAPALaplE ey While concern about
Health care energy costs has risen
Workforce edu / quality over the past year,
Attract business / VC Taxes remain the top

Economy concern. We have also

Rural growth seen an increase in
Better market / ag prices those concerned with
Wages helping small business
Population growth and government
Profitability [ 1% regulations and

mandates.

Kansas Business Climate vs. Other States

18% Better than others vs. 24% Worse than others vs. 48% About the same
vs. 11% Undecided
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As has been the case, more CEOs believe the business climate in Kansas is worse
than other states than believe it is better than other states.




KS Bus. Climate vs. Others by Area of State
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Only in the KC and Topeka areas do more business leaders believe that Kansas is
better than believe it worse than in other states. Dissatisfaction is ighest in the SE
and Wichita areas.

Consider Leaving Kansas Over Time

23% Yes vs. , No
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February of 2004, it is 7
a quarter of the businesses in Kansas.




Consider Leaving Kansas by Area of State
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Businesses in Wichita and the West are the miost likely to consider leaving the state.

Consider Leaving Kansas by Industry
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As has been the case in pust surveys, those in the construction, wholesale and reiail
sectors are the most likely to consider leaving the state — bui even 10% of

manufacturvers and 16% of professional services would also explore this option,




Why Consider Leaving Kansas?

Another / b'etter 25%
opportunity
Business climate - 12%
Economy - 10% Last year, 20% mentioned

Taxes, this year it is up

Statell:atf for small - 6% substantially.
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Population small . 4%
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Past Year Workforce Size Over Time

3% Increased substantially vs. 13% Increased moderately vs. 13% Decreased
moderately vs. 5% Decreased substantiaily vs. 65% Stayed about the same
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While the percentage saying they actually increased jobs rose slightly over the past
year....




This Year’s Reality Does Not Match Last
Year’s Expectations

120% T Increase M Stay same B Decrease
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What they said last vear What happened

oo 01 IS mmuch lower than what they told us they wonld do lust year. Whereas only one |

in 25 thought they would lose workforce, in actuality, it was almost one i five.
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In Wichita, KC and the SE, more companies decreased employment during the lasi
year than increased it,

/_’7



Past Year Workforce Size by Industry
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Muanufacturing bounced back during the past year,

modest gains, owever, most other areas, esy
decreases.

Somewhat unsatisfactory
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The vast majority of Kansas business owners have no qualins with the quality of the

workforce. In fact, over the past year, their impression has slig




uality of KS Workforce by Area of State
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Satisfaction with the workforce is highest in KC, the northeast and T

uality of Kansas Workforce by Industry
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Only in the education sector, itself, are fewer than 50% of business leaders satisfied
with the workforce. Gt




Size of Capital Investment Next Year (2004 vs. 2005

2005: 14% Major investment vs. 56% Minor investments vs. 30% None
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There is only slight movement when it comes to the capital investinent companies in
Kansas plan to make over the next year.

Best Economic Stratesy Over Time

2005: 54% Reducing biz costs vs. 31% Increased incentives for business vs.
2% Increasing public school spending vs. 3% Undecided
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A majority of Kansans still believe that reducing the cost of government is the best
economic strategy.




Best Economic Strategy by Industry
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Reducing business costs is far and away the preferred method in all but professional
services where increasing incentives rivals if.

Most Important for Profitability of Your
Business? (Two Responses Accepted

Today Nov. 04 Feb. 04

Managing health care costs 46%
Lower taxes on business 39%
Stop frivolous lawsuits/Tort reform  21%
Economic incentives for business 20%
Decrease regulation/mandates 14%
Workers” Compensation 14%
Funding education NA

Limit growth of state government 10%
Unemployment Compensation 9%
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2% Too much vs. 0% Notenough vs. 35% About the right amount vs. 3%
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Is the Tax Structure a Deterrent to Growth?

30% Mujor deterrent vs. 27%

West

by Area of State
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It all but the northeast, @ majority of business owners believe that the current tax

o deterrent to economic growth.




Taxes Deterrent to Growth by Industry
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Every industry cluster, aside from those in health and education, has a majority of its
members believing that believe the current tax policies are a hindrance to job growtl.

Which Tax is the Most Punitive to
Growth?

Property tax

Personal income tax

Among those who
Corporate income tax believe that the tax
policy is a deterrent,
they are most
Estate tax concerned about the
property tax.

Franchise tax




Agree Kansas is Best Business Climate in
America by Area of State

4% Strongly agree vs. 11% Somewhat agre o Somewhat disagree vs. |
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Very few business leaders believe this claim.




