As Louisiana citizens prepare 1o
consider a constitutional revision of
the state’s tax structure, it is useful to
{  :how government spending in the
‘Siate compares nationally. Interstate
spending comparisons must include
both state and local governments to
account for differences in the level at
which a service may be provided. In
Louisiana, 47.9% of all state and local
spending was at the state level in fis-

cal 1990, compared to a national: ‘

average of 40.1%.

This report compares Louisiana,
the 15-state southern region and U.5.
spending trends overall and in
selected major service areas for fiscal
years 1980 through 1990. Table 1
ranks all states by per capita spending
in selected areas for fiscal 1990.
Table 2 provides a similar ranking for
southern states. Cotnparative data for
fiscal 1990 is the latest available. -

The data includes spending by
state and local governments from
their own sources and inter-

governmental aid, including federal

. nds. The spending categories
*_.ected for ranking and trend comm-
parison represent approximately 80%
of all spending. The totals, however,
include spending categories not
shown separately such as libraries,
other education, air and public

transportation, natural resources,
parks and recreation, housing and
community development, and
sewerage and solid waste.

Louisianaranked 29th in the nation
and fourth in the South in total direct
general state and local government
spending per capita in 1990,

The state’s total per capita spend-
ing grew rapidly in the state’s oil
boom years, exceeding both U.S. and
southern-state averages from 1981 to
1984, However, during the state’s
economic downturn from 1982 to
1988, per capila spending slowed,
falling below the national average in
1986 and to nearly the southern
average by 1988. The state’s spending
began rising at a quicker pace in 1989
and again in 1990. (See Figure 1.)

When adjusted to remove the
effects of infiation, per capita total
spending in Louisiana rose less than
20% in 10 years, compared to nearly

Total spending excesds
southern average, helow 1.5,

26% for the nation and over 27% for
the southern region. (See Figure 2.)

A dramatically different com-
parison is made using spending per
$1,000 of state personal income. (See
Figure 3.)

This type of comparison often is
used to indicate the effort made to
fund services relative to the resources
available in the state. By this
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measure, Lounisiana’s  spending
"effort" has been about 20% higher
than the average for all states. The
southern-state average typically has
been below that of the nation.

While Louisiana ranked 29th
among states and the District of
Columbia in per capita spending in
1990, it ranked eighth in spending
related to income--higher than any
other southern state.

This seemingly high spending
effort in Louisiana is due partly to the
state’s relatively low per capita per-
sonal income {(78% of the U.S.
average in 1990) and its ability to
export a relatively large share of its
tax burden.

Mineral revenues have allowed
Louisiana a higher level of spending
than would be possible with an
average mix of revenues and an
average personal fax burden. While
Louisiana government spending as a
share of income is 20% higher than
average, individual Louisianians do
not contribute 20% more of their in-
come 10 state and local taxes. To the
conirary, interstate comparisons typi-
cally have found Louisiana family
state/local tax burdens substantially
lower than national averages.

A comparison of spending by
selected major service categories
reveals a number of significant dif-
ferences between spending in
Louisiana, the other southern stales
and the nation.

in comparing spending, this report
uses per capita measues in parl
because many of the spending dif-
ferences tend to be population-
related. Also, as explained above,
income-related measures tend to give
an inflated impression of the cost
borne by individual Louisiana tax-
payers. However, per capita measures
also have drawbacks. They ignore
substantial regional variations in the
cost of providing services and
obscure differences in tax burdens.



Louisiana rapidly increased per
capita education spending in the
boom years of the early 1980s, but
lost ground to the U.S. and southern
averages until 1988. In spite of sharp
increases after 1988 as a three-year
teacher pay raise was phased in,
Louisiana still trailed both the U.S,
and South by 1990, (See Figure 4.)

Schoolspending
refivefs low priorify

While Louisiana’s per capita
spending on schools was about 85%
of the U.S. average in 1990, its spend-
ing per pupil (in average daily atten-
dance) was even lower--about 78% of
the U.S. average ($3,881 compared to
$4.975). This difference was due
largely to Louisiana’s higher than
average percentage of school-age
population. In 1990, 21.2% of
Louisiana’s population was of school
age (five-17) compared to an 18.2%
national average.

One factor acting to slow the
growth in school spending in
Louisiana has been the decline in the
number of school-age children--an
8% drop between 1980 and 1990.
However, one national projection
shows a tumaround in enrollments
during the 1990s, rising 11% in
Louisiana by the year 2000--the ninth
highest growth rale among the siates.

Naticnally, Louisiana ranked 44th
in both spending per pupil and
average teacher salaries. Louisiana’s
lower than average spending per stu-
dent reflects its lower average teacher
salaries (78% of the U.S. average in
1990} and higher pupil/teacher ratio
(16.4 compared to 15.9 for the U.S.).
Louisiana’s average teacher salary
ranked it ninth in the South in 1980,
but it fell to 12th by 1990.

A pew Minimum Foundation Pro-
gram (MFP){ormula for state funding
allocations, approved in the 1992
regular legislative session, will in-
crease funding equality for poorer

districts, It also will increase the over-
all state cost by hold-harmless
provisions for wealthier districts.

Per capita spending on higher
education in Louisiana reached the
U.S. and southern averages in the
early 1980s. However, as one of the
major funding categories in the 30%
of the state budget considered discre-
tionary or cuttable, higher education
suffered between 1984 and 1989. In
spite of an increase in 1990, higher
education spending lagged well
behind the U.S. and the South at the
end of the period. (See Figure 5.) At
the same {ime, tuition and fees rose
dramatically in all southern states. In
1991, Louisiana ranked fifth highest
in the South in undergraduate tuition
and fees.

Louisiana was last among the 15
southern states in 1989-90 appropria-
tions per full-lime equivalent (FTE)
student in both doctoral and mastes’s
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universities. Louisiana’s appropria-
tion per FTE for doctoral universities
was approximately 60% of the
southern-state average ($3,165 com-
pared to $5,230).

A recentreport indicates Louisiana
ranked 4%th among the states in the
change in higher education appropria-
tions during the 10 years ending in
1992, Adjusted for inflation, the
state’s appropriations actually fell
15% during the period.

Roughly 51% of recent high school
graduates in Louisiana and the South
weni on to college in both Louisiana
and the South, The national rate has
been just slightly higher. However,
84.7% of Louisiana’s four-year
college enrollment was in public in-
stitutions in 1988, comparedt0 77.5%
for the South and 67.3% for the na-
tion. Louisiana’s total FTE enroll-

ment in public postsecondary institu-
tions was about 3% of the sta‘c
population in fall 1989, or slighi,
above the 2.8% average for the South.

Despite a decline in the number of
high school graduates in recent years,
college enrollments have grown
modestly due to increased student
retention, recruitment and nontradi-
tional enrollments. The projected
16.6% growth in high school enroll-
ments by year 2000 should affect
college enrollments as well.
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The census data used in this report
compiles social services spending by
major functions, inciuding public
welfare, hospitals and health.
Medicaid program spending is not
shown separately, but is counted as
wellare il payments are made to
private service providers, and as
hospital or health spendmg whe
Medicaid pays for services provldé ,
by public agencies. This explains
much of the difference between
Louisiana and the national averages
in the following comparisons of
welfare and hospital spending.

Louisiana has a unique system of
state-operated charity hospitals serv-
ing the medically indigent, and
Medicaid pays about 80% of those
indigent service costs. Nationally, a
greater portion of Medicaid money is
used toreimburse private services and
is reported as welfare rather than
hospital spending.

Medicaid drives growth
in social gervice spending

Medicaid is a joint federal-state
program, with the basic federal share
ranging upward from 50% dependln
on state poverty conditions. ¢
Louisiana, the funding match in 199

was 75% federal and 25% state. In
addition, the federal program over-
reimburses medical services in
hospitals serving a disproportionately
large share of medical indigents.




Louisiana’s Medicaid spending in

Ototaled $1.3 billion, or 14.4%, of
s#al state spending, Louisiana state
funds were 27.5% of total Medicaid
spending that year, compared to a
national average state share of 42.8%.

Medicaid has grown rapidly and
probably will continue to do so due to
recent federal program expansions--
for long-term care, and for pregnant
women and children in poverty--and
to the fact that Medicaid now covers
less than 50% of those potentially
eligible in Louisiana,

The South consistently spent less
on public welfare than the national
average through the 1980s. Louisiana
approached the U.S. average in the
early 1980s and then fell back to about
the southern level of spending. (See
Figure 6.)
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Louisiana ranked 34th in (he U.S.
in 1990 in per capita welfare expendi-
tures. However, the state’s Aid to
Families with Dependent Children
(AFDC} average monthly payments
per recipient were the third lowest in
the nation in 1989--$55.76 compared
{0 $132.40 for the nation as a whole.

While Louisiana’s welfare pay-
ments are low, the number of
recipients is high. 11.5 Bureau of the
Census data shows that Louisiana’s
overall poverty rate rose from 18.6%
in 197910 23.6% in 1989, with nearly
one million of the state’s citizens
living below poverty level. By con-
trast, the 1989 national poverty rate
stood at 13.1%. Among the states,
only Mississippi exceeds Louisiana’s
poverty rate,

. MNearly one third (31.2%) of
Louisiana’s children lived in poverty
in 1989, compared to 17.9% national-
ly. Louisiana’s poverty rate for the
elderly, at 24.1%, was nearly double
the nationalrate (12.8%). Not surpris-
ingly, Louisiana was the second

highest state in the percentage of its
population receiving public aid--
9.2% compared to the U.S. average of
6.1% in 1989.

Louisiana’s per capita spending for
health and hospitals consistently ex-
ceeded the averages for the U.S. and
the South through the 1980s. (See
Figure 7.) In 1990, Louisiana was
23% above the nation. As explained

Medleally indigens and charily

systens boost hespital sp

above, this higher spending level
reflects Louisiana’s unique system of
charity hospitals (which serves as the
primary source of health care for most
uninsured citizens), the higher rate of
federal Medicaid matching, and the
way Medicaid spending is counted.

The higher spending also reflects
the higher level of demand for public
medical services. One recent study
estimated that 22% of Louisiana's
residents under age 65 were without
medical insurance in 1990. This rate
of noncoverage was one third again
higher than the national average rate
of 16.6%. Louisiana has been ranked
in the top five states in the rate of
uninsured by various recent studies.

Louisiana ranked ninth in 1990 per
capita public spending on health and
hospitals, but ranked far lower (33rd)
in estimated per capita spending on
health care from all sources, public
and private. Per capita health spend-
ing from all sources in 1990 was
$2,185, or nearly 10%, lower than the
national average of $2,425.

The pressure on public health and
hospital services will continue to
grow. The number of uninsured
appears (o be growing and includes
more middle-income families who no
longer can afford the rising cost of
insurance. Medical costs rose at more
than twice the rate of inflation during
the 1980s and show no signs of
abating.

Louisiana’s charity hospital sys-
tem provides the medical safety net
for as many as 900,000 uninsured per-
sons, as well as for many of the half-
million persons covered by Medicaid.
This system has been allowed to
decline in recent years. Operating
funds have been cut and facilities and
equipment have deteriorated.

Louisiana’s spending on highways
has been erratic during the 1980s.
Well above the U.S. and the South
until 1986, per capita highway spend-
ing then fell sharply before rebound-
ing in 1990 to about the national and
southern averages. (See Figure 8.)

The dedication of gasoline taxes to
anew state Transportation Trust Fund
began phasing in during fiscal 1990,
private auto license fees were raised

and dedicated to the new fund, and the
Parish Transportation Fund was
guaranteed funding. A new four-cents
per gallon gasoline tax was added and
dedicated lo a highway construction
program. These revenue dedications
should provide a more consistent
level of funding for highways in the
future. However, those revenues no
longer will be available to support
other general fund programs.

While its per capita highway
spending was at the U.S. average in
1990, Louisiana had 11% fewer high-
way miles per capila than the national
average (13.9 compared to 15.6
miles),

The state’s high per capita spend-
ing on highways in the past has been
attributed by some to higher costs to
build and maintain roads in wetland
areas. In 1990, Louisiana had less
than 2% of the U.S. population, but
nearly 10% of all the bridges over 20
feet in length in the nation.









The major public safety expendi-
ture at the state level is in corrections.
The bulk of police, fire and emer-
gency services are handled at the local
level, which also shares in corrections
spending.

In the first half of the 1980s,
Louisiana’s per capita state/local
spending on corrections kept pace
with the national average, which was
slightly higher than the southern
average. (See Figure 9.) By 1990,

Louisiana had fallen well below the
nation and the South, but only be-
cause its spending had not increased
as rapidly. The state’s per capita cor-
rections spending rose 148% over 10

Low prison speuding befies
imcarecration rale

years, compared to a 96% growth in
its overall spending. At the same time,
the U.S. average per capita spending
on corrections rose a phenomenal
248%.

Nationally, the incarceration rate
doubled during the 1980s, due largel ;}"'.
to stiffer sentencing pohmes Thes
number of state and federal prisoners
in Louisiana also doubled in the
1980s, while the state population
remained nearly unchanged. In 1990,
Louisianaranked third highestamong
the states with 427 inmates per
100,000 people in state and federal
prisons, compared 1o a U.S. average
of 293, These numbers rose again in
1991 to 434 and 303, respectively.
Louisiana is one of 41 states under
court order 1o ease prison overcrowd-
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ing. Higher standards of prisoner care per capita debt interest in 1990 and wages dipped sharply in 1986 and fell
) :,«.Qave increased costs greatly. first in the South. well below the U.S. and the South by
(& 1990. (See Figure 12.)

Louisiana’s crime rate was 8%
below the U.S. average in 1980, but
rose to more than 1 1% above the U.S,
average by 1990 (nearly 23% higher
for violent crimes). The rising crime
rate, continuing citizen pressure for
policies to "get tough on crime,"” and
the need to meet federal standards
portend even higher corrections
spending in the future,

Government

Adminisiration Spending

The government administration
category covers many of the "over-
head" costs of operating state and
local governments. Included are
financial administration, judicial and
legal costs, public building main-
tenance, governing body activities,
chief executive office, central staff
services, and agencies dealing with
mersonnel, records and planning,

A recent report by Moody's
Investors Service ranks Louisiana
seventh highest in per capita tax-
supported debt for 1991 ($934 com-
pared to a U.S. average of $364).

At the state level, general fund debt
service alone rose from $164.1 mil-
lion to $387.6 million between 1980
and 1990, or from legs than 6% to over
9% of general fund expenditures
during the same period.

State/Local Payrofls

State and local govermments are
labor-intensive operations. Salaries
and wages alone comprise more than
one third of the total direct general
expenditures, not counting health and
retirement benefit costs. Louisiana’s
per capita spending on government

CGavermpmeni overbvad
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Louisiana’s per capita spending on
government administration tracked
the U.5. average for half of the 1980s,
leveled off for several years, and then
began tracking the southern average,
which congsistently has been about
20% lower than the U.S.average. (See
Figure 10.)

o3t Interest

Per capita interest payments on the
general debt of Louisiana state and
local governments rose 408% be-
tween 1980 and 1990, or nearly twice
the rate of growth for the nation. (See
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%‘éigure 11.,) The bulk of this growth
was at the state level, which com-
prised 47% of Louisiana’s total
state/local debt cost in 1980 but rose
to over 61% by 1990. Louisiana
ranked fourth highest nationally in

payrolls nearlty matched the U.S.
average and exceeded (hat of the
South from 1980 to 1985. However,
Louisiana’s relative spending on

In 1990, Louisiana’s state and local
FTE employment per 10,000 popula-
tion was 569, or about 8%, above the
U.3. average of 526. (See Table 3.)
The state’s ratio had been up 10 14%
above the U.S. in 1985. While
Louisiana typically has had more
government employees than average,
it has paid them less and thus kept its
per capita payroll costs at or below the
U.S. average,

Louisiana’s higher than average
public employee ratio can be
accounted for entirely by its higher
ratios of K-12 educaiion employees
and public hospital employees. These
higher ratios reflect the state’s higher
than average shares of student-age
population and medical indigents
coupled with the state’s unique public
charity hospital system.

In most other functions,
Louisiana’s government employment
ratio was near or below the national
averages. The state was relatively
high in natural resources employees
and only slightly higher in several
other areas, including highways and
corrections. On the other hand,




Louisiana had far fewer employees in
public welfare (about 25% below the
norm) and public transit, but was only
slightly lower in police, fire protec-
tion, parks, health, utiltities and
general administration.

Spending averages do not equate
necessarily with appropriate spending
levels. Even wide variations in state
spending may be reasonable depend-
ing on the circumstances. However, if
Louisiana’s state and local govern-
ments had spent at the southern per
capita average in 1990, their total out-
lay would have been reduced by §7153
miltion. (See Table 4.) On the other
hand, matching the U.S. per capita
average would have raised spending
by $1.2 billion.

The most significant impact of
spending at the per capita averages
would be in interest on debt. Spending
at the sonthern average on debt alone
would save Louisiana enough to drop
it below the South in overall per capita
spending. At the U.S. average, the
savings on debt would close most of
the overall spending gap between
1_ouisiana and the nation.

Louisiana’s high spending for
hospitals should be tempered by com-
bining it with health and welfare to
look at the net spending for social
services. Spending at the southern
averages would give Louisiana a net
savings of $364 million on social ser-
vices combined. Spending at the U.S.
averages would cost the state $226
million more.

and Tax Effort

Public spending levels may be
viewed in terms of the ability (lax
capacity) and willingness {(tax effort)
of a state's citizens to pay for those
services,

The U.S. Advisory Commission on
Intergovernmental Relations (ACIR)
computes therelative tax capacity and
tax effort for each state. Tax capacity

is the revenue a state would raise by
levying national average tax rates on
26 major tax bases. (See Figure 13.)
At the height of the oil boom 1981,
Louisiana’s lax capacity reached
117% of the U.S. average. By 1988
(latest data computed), its tax
capacity had declined sharply t0 83%.
In attempting to maintain spending
levels during the same period, the
state increased its tax effort from 77%
to 90% of the U.S. average. The
median southern state tax effort was
89%. (Tax effort is the ratio of the
state’s actual tax collections 1o its tax
capacity.)

Increases in sales, gasoline and
other taxes since 1988 may result in a
higher computed tax effort for
Louisiana. While Louisiana over-
taxes some iax bases relative {o the
1J.5. and underuses others, the overall
result in 1988 was a tax effort similar
{0 the rest of the South and well below
the nation.

Conclusion

Louisiana’s overall per capita
public spending was higher than most
other southern states in 1990. In addi-
tion, its spending--relative to total
personal income--was quite high, but

exportable mineral revenues and
comparatively high federal aid have
allowed individual tax burdens tg
remain {airly low.

Spending comparisons indicate
that Louisiana has given education in
general, and higher education in par-
ticular, a low priority. Considering
the state’s incarceration and poverty
rales, corrections and wellare
apparently have been a low spending
priority as well.

Hospital spending, on the other
hand, has enjoyed a relatively high
priority. In 1990, highway spending
began to regain the high priority it
received prior (o cutbacks in the late
1980s.

The apparent low welfare priority
and high hospital priority, as
explained above, has much to do with
the way Medicaid is used. Louisiana’s
per capita spending for welfare,
hospitals and health functions coni-
hined was nearly the same percentage
(92.8%) of the U.S. average in 199,
as was the state’s total per capita
spending (91.3%).

The state’s addiction to debt
financing has resulted in one of the
largest per capita expenditures in the



nation for debt service. Louisiana led
the Southin debt service, at double the
outhern average and 50% higher
than (he next state. Debt service is a
fixed cost in the short run but can be
reduced over time by limiting the
growth of debt. Louisiana’s debt ser-
vice requirements cul deeply into
revenues available for other services.
On the other hand, a pay-as-you-go
policy would require current revenue
expenditures.

Louisiana’s funclional spending
patterns and priorities differ widely
from other southern states. For ex-
ample, North Carolina ranked last in
the South in debt spending but first in
higher education spending. In con-
trast, Louisiana was first in debt

spending and ranked near the bottom
in per capita spending on higher
education.

If Louisiana’s per capita interest on
debt were at the North Carolina level,
the savings would be enough to allow
lL.ouisiana to rank first in the South in
both higher and elementary/secon-
dary education spending.

Unfortunately, none of the func-
tional areas examined in this report
offers any promise of reduced spend-
ing pressures in the near future. In
fact, the state’s demographic trends
indicate increased pressure in most
areas. Tight budgets at both the state
and local levels since 1985 already
have forced governments to operate

more economically. Spending cut-
backs in the late 1980s accelerated
facility depreciation and salary dis-
parities in some areas which create
additional pressure for spending.

Significant cost reductions can be
achieved only through major policy
changes in existing programs (such as
alternalive sentenicing or expanded
parole to depopulate prisons) or in
eliminating some programs al-
together. If Louisiana citizens wish to
continue state and local programs at
their current service levels, further
spending growth can be expected.
However, the experience of the 1980s
indicates the state’s present tax struc-
ture may not be adequate to meet the
anticipated spending demands.
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