Testimony to the Senate Committee on Judiciary and Labor

Wednesday, March 19, 2008; 10:00 a.m.

Conference Room 016

RE:
HOUSE BILL NO. 1745 RELATING TO EMPLOYMENT

Chair Taniguchi, Vice Chair Hee and Members of the Committee:


My name is Jim Tollefson and I am the President and CEO of The Chamber of Commerce of Hawaii ("The Chamber").  I am here to state The Chamber’s opposition to House Bill No. 1745 HD2, relating to Employment.

The Chamber is the largest business organization in Hawaii, representing over 1100 businesses.  Approximately 80% of our members are small businesses with less than 20 employees.  As the “Voice of Business” in Hawaii, the organization works on behalf of members and the entire business community to improve the state’s economic climate and to foster positive action on issues of common concern.

This measure establishes job security requirements upon the sale, merger or other transfer of a business establishment that employs 100 or more persons, establishes penalties paid into the Employment and Training Fund and used for training and employment programs.  The bill also enables certain employers that acquire a business to also acquire its predecessor's unemployment insurance contribution assessment rate through December 31, 2007.
The Chamber well recognizes the hardship that business failures and ownership changes place on employees.  However, The Chamber does not believe that House Bill No. 1745 HD2 is an appropriate measure in addressing this issue.  

This bill interferes in the purchasing employer’s rights to select employees appropriate for its goals and objectives.  As a result, it may have the adverse consequence of discouraging capital investment in Hawaii because purchasers will be more reluctant to acquire companies as a result of the stringent requirements and mandates.  Furthermore, this bill may have the unintended consequences of hurting local businesses, which otherwise would have had an opportunity to sell their business to an acquiring company, and in turn, use the funds for other investment opportunities.  

Additionally, although HB 1745 HD2 recognizes that the new business may be substantially dissimilar to the former business, thus allowing the new business to retain less than 100% of incumbent employees, the term “substantially dissimilar” is vague and difficult to define, which could lead to conflicting interpretation.  Also, the bill places a mandate on the new business to retain a proportion of the incumbent employees if the human resources needs of the successor employer are reduced.  Overall, this bill falls short of taking into consideration that the new business may significantly change the type and scope of goods and services, and may have different plans and objectives for a failed business, which may require a completely different personnel.
In sum, House Bill No. 1745 HD2, while well-intended, may pose negative consequences for Hawaii’s future.  Hawaii should be encouraging investment in its failed or struggling businesses.  This bill is a disincentive for investment.  


Thus, The Chamber respectfully requests HB 1745 HD2 be held.

Thank you for the opportunity to testify. 
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