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Governor Evan Bavh
Statehouse -~ Room 206 .
indianapolig, Indiana 46204

Dear Governor Bayh:

Your Speciel Committee on Welfare °'ope*tv Tax Ccntrcles met
vesterdzy and adopted the attached _Final Report which we hereby
trangrit to you for your consideration. The report is beased
findings made over two months of work by this comnmittee and i
three task Zorces.

The Committee started with the premise that properiy taxes
for "welfzre" were increasing too rapidly.

We quickly learned that the explosion in property :zucs was
not £for public assistance -~ what most cf us hh~n} 0f = "wel-
fare" —- but for services for zbused, neglected, zand &el !l zuen:
~hildren.

End we learned that the most expensive g»27- ~3s ware 20
zosts of caring for children outside their own ~:- .5, 2sp2zially
in institutions of one kind or ancther, some our 7 ~-zus.

And so the mission of the Committee becams identiiving more
cost-effective ways of financing and providing services Zor trou-

bled children.

The report contains five recommendations for improving Zinan-
cing services for troubled children designed to increase account-
apility for taxpayers funds and make greater use of federal funds

-and parental resources to pay for services.

The report contains six recommendations to improve providing
services for trcubled . children. These recommendations include
establishing a state-wide resource center and clearinghouse --
the Indiana Family and Children‘s Institute —- to assist counties
in -providing the nost cost-effective services for children in
need. knd these recommendations emphasize better ccoperation
zamony the agencies thét provide services to children and seek

expansion of treatment opportunities so that children can get the

treatment that most closely meets their needs.
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And this report candidly acknowledges that we as a society
must give greater emphasis to family preservation and preventing
child abuse and neglect and juvenile delinguency and recommends
dedicating 50% of the retroactive vreimbursement we expect to
receive under various federal programs be dedicated to prevention
and familyv preservation programs.

While it is impossible to - predict with precision at this
point what the impact £ these recommendations wil) be, I am
confident that, when fully implemented, the rate of increase in
property taxes for cservices for troubled c¢children in the vast
majority of Indiana counties will no longer be a problem. Just
as important, I think we will have a system of <finencing and
providing services for troubled children that will be greatly
impreoved.

This report also attempts to assign specific responsibility
for implementing the recommendations and establishes deadlines
for doing se. It is my perzonal recormendation to you that, to
the extent these reccmmendations are zcceptable to vou, veocu &ap-
point & senior member of your policy staff te assure their im-
plementatiorn on the time schedule set forth in the repor:,

The Commitcee, which contained a broad, hi-partisan group of
state and local government officials, adopted this repcrt unani-
mously. The members of the committee and dozens of othe:r indi-
viduals, including juvenile ccurt judges and representatives ci
social services providers and consumers, deserve conmmendaticn and
appreciation for their assistance in this inmportant project.

I have appreciated the opportunity te serve as cha
the Committee and hope our efforts meet wilh your satist

Sincerely yvour

1A

r,,.-/_ ! -
- ' b
¢ (:LiAvJ;. S in A v "
rrank Sullivan, Jr. -t
UNIVERSITY
1".Du“ARNM' .
e | FEB 2 1 1994

NMENT PUBLICATIONS
GOVERNME R EPt
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GOVERNOR’S SPECIAL COMMITTEE ON
WELFARE PROPERTY TAX CONTROLS

October 27,

Governor Evan Bayh
Statehouse -~ Room 206
Indianapolis, Indiana 45204

Dear Governor Bayh:

Your ©Special Committee on Welfare Property Tax Controls has
compieted its work and transmits to you this Final Report., This
Report is the product of three meetings of the full Committee, a
total of seven meetings of three task forces of the Committee, =
field hearing in Fort Wayne, and numerous additional interviews
and discussions,

& The Committee has found that property taxes for welfare in
©ro Indiana have been growing at unacceptably hich rates. But the
Committee has 2lso found that these increases have been caused by
increases in the cost ¢f services for troubled children, not for
publi assistance; and that the costliest ¢of the services for
troubled children is the cost of caring for them in cut-—-of-home
residential placements, primarily in institutions.

The Committee wants to stress &t the ocutset of <this ripal
Repert that it is not "welfare," as that term is commonly under-
stocd, which has caused the preperty ftax crisis that the Committe
has addressed. Rather, it is & scciety in which childrer. are
abused, neglected, and commit c:erious crimes, leaving (ehild
protection caseworkers, juvenile probation caseworkers, juvenile
courts, mental health facilities, schools, other social service
providers, and taxpayers to pick up the piecesJ Unti those
& underlying societal problems are sclved, pressures for continue
ally increasing expenditures for cervices to troubled children
will remain.

s

& P

"As a result, the Committee has defined its mission as.
identifying ways in which services - for troubled children and
1 E their families can be financed and provided in the most cost-
5 ' effective way practicable. The Committee has developed a set of . .9
recommendations which it believes will relieve’ many of the
pressures for increased expenditures in the short run and begin
o address a number of the longer-term, societal problems. .
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Residential Child Care Agencies, Ing., the Association of Indiana
Counties, the Taxpavers Research Association, and the Indiana
Fiscal Policy Institute for their contributions and assistance.

The Committee z2lso wishes Lo express its appreciation to
Committee members James Hmurowich, €. Rurt Zorn, and E. Christian
DeBruyn, whe chaired the Committee’s three task Iorces, and
Elizabeth Noyes, who served zbly as the Committee’s staif,

PART I
INTRODUCTIOCN

The Committee’s review of the historical data on property
taxes paid for welfare and welfare expenditures shows:

- Prepercy  taxes for "welfare" have been driving civil
{non-school) oroperty téxes upwarc. from 1884 to 1993, weliare
levies have increased at & compound annval rate of 12,6% per
yveat; &ll other civil levies have increased at a compeund annual
rate ©0f €.1% Welfare levies now compricse 11.0% cf total civil
levies, compared to 6.8% in 1984.

. —- Ixpendictures for "wards" -~ referred to in this Recort
5 as "troubled cniidren” —- have Deen Griving weliare expenditures
& upward, From 1687 to 1992, expenditures LIOmM the county welfzre
fund wardship zccounts have inc¢rzased at & compouni =«nnual rate
of 22.3% per ve=zr; =all other county wellIzre Iund expenditures
have increased &t & compound =annual rate of 2.2%, wardship
accounts now conptisz  78.1% ¢f county welfare fund spending,

& compared to 37.9% in 1987

%

- Expenditures for instituviional placements have been
; driving tne cost of waros uowarc. rfrom 1987 = 1992, expendi-
! tures Irom the county welfare funa wardship accounts Zor insti-

tutional placements have increased at a compound annual rate of

24% 'per year; all other wardship account expenditures have in~

. creased 18.4% per vear. Expenditures for institutional oplace-

& ments now comprise 72.3% of wardship account expenditures,
compared to 67.4% in 1887.

"Property taxes for welfare" includes property tax levies
for the County Welfare Fund (CWF), hospital care for the indi-
gent, welfare administrztion, medical assistance to wards,
children with special health <care needs, welfare bonds, and
welfare loans.  Because ‘levies for CWFs have been the most

growing and because thev comprise approximately &7% of
taxes for. welfare (1ncluc1ng bond and loan levxes), most ..
was: g;ven to . g
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fuancds zre used to finance out-

cther egencies., The most important of these is
“5~8" pregram, administered Dby e Depar:iment of
Educaticen, wnich prevides alternative and :es;dent*al services
for children who are not able to be educated in thelir necme school
districts, Eist or*call;, this program hes placed children in
ovt-of-state institutions., However, an effort to provide ser-~
vices in such a way as toc keep children in Indiana has begun to
bear Zfruit. In FY 10¢1, 75% of &ll 5-5 placements were out-of-
state; in 1992, that percentage dropped to 56%; in 1993, the
percentage dropped again to 37%. : :
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RECOMMENDED IMPROVEMEKTS IN
TINANCING SERVICES FOR TROUBLED CHILDREN

Services fcr troubled children in most counties are paid for
from the county‘s County Welfare Ffund (CWF), which receives
revenue from a number of sources, the largest of which is the
property tax. Property tax revenue, in turn, consists cf direct
property tax payments ZLrom property owners pius trahslers of

mrimarily s&les tax revenue from the state and, in some counties,

county income tax revenue in the form of propesty tax replacement
credits and honesktead credits. Other major sources ci CWF
revenue are Stat automeobil excise taxes, state £financial
insticurnions taxes, and federal and parertal reimbursement

pay‘rﬁeﬂt .

Th Committee recelived numercus suggestions to tne effect
funding responsibility Zor services for troubled chil-
e~2llocated among various revenue scurces. In parti-
ere 1s ccnsicderaple interest in seeing state revenue
2y 2 c¢reater share and local revenue sources pay a
are., The views of the members oI the Commictee on this
4 te ivide along the lines oI the level of government
n they are affiliated. Hhowever. most members oI the

agree *that the state is et in a positicon tTo take on
1 acdditional financizl responsibilities witnout railsing
: taxes a2 agree that to recommend rrising state-level

evond tne purview ¢f the work 0l the Jommittee,
I{ore., the Cun“_ttee mares nNo recommendatis - corcerning
e lecaticn oI néing responsipilities Zor serviies  for
cubl children, n"weve., the Cenmitzee has a number of
important recommendations which it believes will make t>e finan-
cing oI services for troubled c¢nildren and their familles more

cost-effzctive,
Tapily end Tr.idren’s FTund

Because the fupnd <frem which most services for troubled
children in most countlies are paid is called the County Welfare
rund, there is widespread misunderstanding ¢f the very nature of
the s:-!51 service problem that is driving up cests. Tne Commit-
tee .eves that to address properly the preblem of “"welfare
proc: tay increzses, it is essential that both goverament
oxi..::c.:  2nd taxpayers clearly understand that the problem is
oneg ¢ Cel zver-ng anc ZIinancing services Ic¢r troubled children
and their families on & more cost-effective bzegig, not a problem
of utting back on publig astistance pavments to low income

people.
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Under current lew &nd preacti the director of the County
Division of Family and Chilc:en { ) oiffice (formerly known as
the county welfare director) is sponsible for preparing the
“budget reguest for the CWF and presenting that budget request to
the county council. While practice varies from county to county,
there is no legal regquirement that anyone else at the county
level be involved in the ©preparation or presentation ¢of the

e
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budgez, This has meant that the ceunty director in many situa-
tions has had to prepare a budget Zfor services ordered for
children adjudicated to be delinguent, wven though <the county
director and county DFC office have had no involvement with these
children. And even though the Indianapolis central office of DrC
and its paren%t, the state Family and sccial Services rdministra-
tion (?sés), must review and approve €aca  county direcstor's
budget reguest pelfore it is submitted %o Eng county, his:cri:ally
rsss review haz Leen Zor only compliance with certain mechzanical
reguirements and not cost-efliectiveness,

RECOMMENDATION tZ: mhe Conmittee recommends that new
budgeting reguirerments be established for the new TFamily and
Chiidren’s Fund. At & mininum, the county DFC and j"enzle court
{in beth i¢s ad3iudicatcory and probation reles) should pe reguired
jeintly to <develeop and present the annvel FCF budget te the
sounty  council and ts meet ¢n & monthly basis after zdoption w2
review expencitures zczinst oudges.

~scommendation 2 will reguire scatutcery changes znd changes
in the rules and nroczedures of the State Boaré ¢f Tax Comnission-
ers, The Commintee recommends thar the Tax Zoard reagvest that
seehn statutory chances 2as are needed o implement this
cecommencation bhe zdepted oy the Generazl Assembly in lts 1354
sessicn, egfiszctive for the 16835 ecounty filgcel vear, zand that the
Tax 20arc mave all needed corvesponding acdministrative changes,

fecomnendazion 0 alse will recuire thet an .ncrease in
nudgetiny and firancial planning expertise be nrade avziiable o
county D2FC cfiizces and Lccunty juvenlle cour:s, The Ccemhittee
recomnends that, o &ssist ccunties in preparing their 1983 rCr
budget reguests, uhe Indianzpolisz central cffice o©f DFC and zhe
Indigna Judicial Cenrer Lntencively traln county DFC and Juvenils
court perscnnel Irn utooh oudgeting and forecasting technigues ang
in methods cf identifying wore cost~effective slternatives 1o
proposed  budgst  ltems. To whe extent appropriate, the state
Diviszien of Mentel Health (DME) should alsc e inveoived in such
Train.ng.,

Ixcess Levies and Borrowing

Uncer current law, annual increases in the property tax levy
Zor the CWF are generally limited te 2 maximum £ive perzent per
vear /except i1n counties wnere azssessed valuation has grown at 2
rate grezter thar five percent per vear, Iin which case & nhigher
maximum &prlies). If a ceounty recuires @ levy in excess of the
maximum o mse- znticipated expenses, the State Board oI Tax
Commissioner: nay grant an "excess" levy, 1.e., a CWF propercy
tax levy in :xcess o2 the maxinum, but only L1f recuested by the

countw council.

If the county council does not reguest an excess levy, the
CWF levy ig usually set a2t the meximum. During +the subsecuent

v
vear, 1f the CWF runs shert, the countv usually borrows money
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would ©De zble to describe rnot only appropriate poctential insti-
tuticnal placements but also ways in wWRlCHh other zounties rav be
trving to deal with imilar cases through in-home or other
community~besed ssarvices. The Committee anticipates that the
work already cdone by IARECZCTA will be extremely lpiul te IFZ:.

Secend, the IFCI  would ©ne zespoensiile for evaluating the
effectuiveness cof oparticular institutions and community-based
procrams., A number o0f officials told the (Committee that such
rescarch is bzdlv needed, that placements now are often made on
the Dbasie of generzl impressicns of the quality cf the treztment
pregran rather than enmpirical data,

Third, tihe IFCI wouid monizor use of institutions Ty county.
Many institutions care Zor children £frcm & rnumber of different
Tountiag. Because each indiwvicduel county has only a small number

f cniidren at meost &t any one Zacilicy, ts apilicy =o zffect
rete ané cther pclicies at the inmstiwuticon is limite<., VUsing
informeticon comuiled 2y IFCI ¢n  the agtregate number cf rplzace-
ments from Indiana <cunties, ccunties Llkely ceould doin together
in  "buying cogperezives" and nesgetiazle LDeiter rates, The
Comm.ttes seez Lthis as$ z particulariy -mpertant part cof  whe
IFCI’'s worx ag it received rmany complailtls ©f rate increases in
the last several veasrs well n excess ¢I the rate cf infletion.

Yourtn,  Thne IFCI wsould be resyponsikle for facilitating kthe
estatiichmert 2f rew lnsztisfutions and communicy-kbased tTreatment
DIDGrims. IZ the IFCI¢'e monitoring oL institutional use indi-
cates thet a number ¢f gecgraphicelily close together counties are
gezch seacding enildren with similer dlacnoses to distent insticu-~
tions, whe IFZI weould he responsiile IZIor  gonvening aproropriate
cfficieals Zrom those counties to explore estaplisning a facility
or comaunitv-based program closer o home.

Th Committee recommends thzt the IFCI  be operated Jointly
by FSS: and the Indianz Judicial Center with broad 'ep'ese**a:ion
on its board reflective of the manvy governmental agenc*es and
levels o0f government thet provide services to troubled chiléren
and <wneir Zamillies,. The  Committee recommends that  the IFCI
develor ccllapsrative relaticnships with entities like +h
Indiana Youth Services Associztion and IARCCE te utilize their
expertis in a2reas ci the IrlI’'s mandete. he Committee reCcOm-—
mends that FTSSA and the Indiana Judiciel Center request that the
General Assembly estaplish the IFCI during the Lecislature’s 1634
sessicnh.,

Loge. Tnter~zgency Cgllzboration

The services 2oy trouzled cnilfren and their families that
Rave rslaced such 2 strain cn County Welfzre Funds are in almost
2ll cases services for children &zdjudicated To Dbhe CHINS r
delinguents. In general, & CTXEINS adjudication is made upon the
recommencdation ¢£ & DFC child protection casewo kher and &g delir-
guency adjudication upon the recommendation of a juvenile proba=-
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CONTLUEICN

The Commi-t-ee believes that the recommendaticnrns sat  Icrth
above, wnile modest and streightforward in many respecis, repre-
sent important changes in Indiana’s current systen of financing
and providing services fer troubled children and their families,
changes that can be implemented in short order with oositive
results.

‘} The Committee hopes thz2t the adeption of thege renommenga-
ok tions will lead to & reducticn in the rate cf increase ino
4 ty taxes in Indiana, an increese in the guality of

zvailable to =reounled gnildrzen, and, ultinmately, 2 :rad
the amount oI «c¢hild zbuse, <¢hild neglect, and Juven:
committed in our stTauc.
Verwv Lrely voure,
“rank Sull Jr.. Chairman
senn C. B8 , ¥.D.
o 2, rauzd Bauer
i Jean § crwell
g Julia M. n
b E. CnTi Cenrava
won DeC
Eohers
Michael y
Stephen 140
James M vich
Charlies ler
Marris 3
. Sueliern
Margjozr: aro
Rangell ravd
Samuel R, Turpia
C. Kurt Zgzrn
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cop 21 '94 14103 GO YERMOR 'S OFFICE

CHILDREN'S BEHAVIORAL
HEALTH RESOURCE CHOICES

MOST

e HEALTH INSTITUTIONAL

o SECURE INSTITUTIONAL

e INSTITUTIONAL: SCHOOL RASED

« RESIDENTIAL MODELS

« FOSTER CARE

o INDEPENDENT LIVING

« MEDICALLY INVOLVED

e QUTPATIENT

¢ INTENSIVE OR IN HOME
INTERVENTION

e COUNSELING/CASE
MANAGEMENT

o EDUCATION/SKILL BUILDING

« PREVENTION
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