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Election 2002:
Challenges Ahead

As the 2002 elections draw near, candidates
should be addressing the pressing problems
Wisconsin faces. Sate funding of K-12 and
higher education is one issue. The rising costs
of health care and the state's correctional sys-
tem also need attention.

O n November 5, 2002, Wisconsin voters will
choose agovernor and new legislature. These
elected stateleaderswill face many challengesinthe
years ahead. Last month’s issue of The Wisconsin
Taxpayer focused on “big-picture” items such as
changing demographics, Wisconsin's economy and
state-local fiscal policy.

Thisissue addresses education (both K-12 and
postsecondary), health care and corrections. The
state faces other challenges, but space limits con-
sideration to these pressing topics. More detailed
examinations of some of these topics are avail-
able from recent WISTAX research. Details on
how to obtain this research can be found in the
June Wisconsin Taxpayer or on our website at
WwWw.wistax.org.

Continued on page 3




FAST FACTS

Benefits, QEO Limit Teacher Pay

Rising costs of fringe benefits combined with the state’s qualified
economic offer (QEO) law have limited the growth of Wisconsin teacher
salaries over the last eight years. Since 1992-93, the average teacher
salary in Wisconsin has risen
21.3% to $41,858, while aver-
age fringe benefits increased

Wis. Teacher Salaries and Benefits
Averages, 1984-85 to 2000-01

32.6%t0 $17,135. Inflation was %  Fringe %
22.7% during that time. Year Salary Chg. Ben. Chg.
L 84-85 $21,848 -- $6,786 --
Be'zglnnmg In 1993 9.4,.the 8586 23523 7.7% 7,421 9.4%
state’s QEO law has limited gz o0 oc156 g9 7941 70
district-wideincreasesinteacher  g7.83 26717 62 8657 9.0
pay and benefitsto 3.8%. (Also  sg89 28258 58 9348 80
see page 3 of this Taxpayer.) 89-90 29,649 49 10247 9.6
Data from the Wisconsin As- 90-91 31,259 54 11,299 10.3
sociation of School Boardsshow 9192 32,742 47 12045 66
salaries rose 57.9% from 1984 9293 34507 54 12921 7.3
: 9394 35679 34 13,856 7.2
85 to 1992-93; benefits rose
90.4%. Inflation during these 9495 36695 28 14440 4.2
I i X 9596 37,109 1.1 14,683 1.7
years was 35.0%. During this o597 38469 37 15255 39
ti me, benefits rose from 31.1% 97-98 38,809 0.9 15542 1.9
of salaries to 37.4%. In 2000- 9899 40227 37 16,139 3.8
01, benefits were 40.9% of sala-  99-00 40,499 0.7 16,254 0.7
ries. O 00-01 41,858 34 17,135 54

Truth-in-Sentencing Law Modified

In 1997, the state enacted truth-in-sentencing, which provided that
persons committing a felony offense on or after December 31, 1999, and
sentenced to at least one year of confinement in prison, were no longer
eligible for parole. These offenders were required to serve the entire
sentenceimposed by the court. Under truth-in-sentencing, upon compl etion
of the confinement portion of their sentence, offenders are required to
serve a period of “extended supervision” in the community under the
supervision of a state community-corrections agent.

The 2001-03 budget adjustment act alows inmates sentenced under
the truth-in-sentencing law to petition for a sentence reduction. Offend-
ers convicted of certain serious felonies can petition the trial court judge
for a reduction after serving at least 85% of their term of confinement.
Those convicted of lesser felonies can petition after serving at least 75%.
If the reduction is granted, the offender’s term of extended supervision
generally would be increased by alike amount. OJ
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Election 2002: Challenges Ahead

Continued from page 1

According to many observers, Wiscon-
sin'sK-12 school finance systemisstrained.
The state’s commitment to funding two-
thirds of state-local school district rev-
enues appears to be stretching the state
budget. School district revenue limits com-
bined with declining enrollments are squeez-
ing many district budgets. And limits on
teacher pay and benefits are causing job ac-
tions and slowing contract negotiationsin
many districts.

However, changes in the state’'s school
finance system over the last decade have
achieved their stated goal: to control local
property taxes.

State Law Changes: Overview

Beginning with the 1993-94 school year,
several important changes were madein the
way school districts are financed. These
include limits on both school district rev-
enues and staff compensation, and a state
promise to provide two-thirds of state and
local public school revenues.

Background. Theseschangesresulted from
concern about rising school property taxes.
Between 1988 and 1993, school district levies
rose 54.5%, much faster than state persona
income (35.5%). The burden of local school
finance rose from 2.5% of personal income
to 2.9% (see chart above).

In response to these concerns, state
lawmakers made several school finance
changes.

Revenue Limits. The 1993-95 state bud-
get imposed limits on the amount of revenues

School Levies Become More Affordable

TAXPAYER FEATURE REPORT

School Levies Relative to Personal Income, Fiscal 1988 - 2002
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a district could raise from local property
taxes and state aid payments. Under rev-
enuelimits, districtsare ableto increasetheir
revenues from state aid and property taxes
by a specified amount per student each year.
That amount, adjusted annually for inflation,
has ranged from $190.00 in 1993-94 to
$230.08 in 2002-03.

Districts can exceed revenue limits with
local voter approval. Since 1994, over 680
revenue-limit questions, totalling more than
$380 million, have been put to voters. Some
were recurring referenda, which would al-
low the district to exceed the cap indefinitely,
bringing the total requested much higher.
\oters approved 288 (42.3%) of the ques-
tions, for atotal of more than $171 million.

Qualified Economic Offer (QEO). Be-
cause employee pay and benefits account for
the vast mgjority of school district costs,
holding them in check was critical for the
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success of revenue limits. The QEO law,
initially imposed in August 1993, provides
that, if a school district offers a salary-and-
benefit package that averages 3.8% more
than the previousyear, ateachers' union can-
not go to arbitration.

.
Since 1997, the two-thirds commitment cost
state government an additional $5.2 billion.

Two-Thirds Funding. Beginning withthe
1996-97 school year, revenue limits and the
QEO became permanent. In addition, the
state made a commitment to fund “two-
thirds’ of partial school revenues—the sum
of state aid and school property taxes. In
1995-96, the state share was 52.7%.

The state committed an additional $1.2
billion to school districts in 1996-97. The
two-thirds funding helped reduce school
property taxes 16.4% in 1996-97 to 2.1%
of personal income (see chart on page 3).

Effects of School Finance Changes

These changes in school finance have
affected state government, local school dis-
tricts, teachers and taxpayers.

Sate Government. Prior to thetwo-thirds
funding law, real (inflation-adjusted) state
aids per student to school districts wereris-
ing 2.5% per year. Had they continued to
increase at that rate, the state would have
distributed $19.5 billion to school districts
from 1997 to 2002. Instead, with the two-
thirds commitment, it spent $24.7 billion, or
$5.2 billion more.

Part of the additional state commitment
resulted from an increase in building refer-
enda. From 1992 to 1996, there were 555
schooal district bonding referenda, seeking a
total of $4.2 hillion. Voters approved $1.8
billion of that. From 1997 to 2001, there
were 617 referenda asking for $5.4 billion.
Voters approved $2.8 hillion, or 53% more

than in the previous five years. These addi-
tional dollars are subject to the state’s two-
thirds promise.

School Districts. The effects of these
changes vary among the state's 426 school
districts. The revenue-limit law can strain a
didrict’s finances. However, it is the interplay
among revenuelimits, the QEO and declining
enrollments that resultsin the difficulties.

Since 1993-94, theannual percent increase
in allowable per student revenues hasranged
from zero in 1997-98 to 3.7% in 2000-01.
The QEO limits certain salary and benefit
costs to increases of 3.8%. Some salary
changes are not subject to the QEO, so total
salaries and benefit increases can be dlightly
higher than that amount.

e “Sable Enrollment” Districts. If a
district’s student population remains un-
changed, thenitsallowablerevenuesincrease
by the revenue-limit percent increase. How-
ever, if this percentage is less than salary
and benefit growth, then the district must
either cut in other areas or reduce staff.

* “Rising Enrollment” Districts. A district
with growing enrollment is generally not
faced with aproblem of thismagnitude. For
example, if per student alowable revenues
increase by 2.5% and enrollment goes up
the same percent, then thedistrict’stotal rev-
enues can rise by more than 5%. If salary
and benefits are increased by less, the dis-
trict likely will have few budget problems.
Only 76 districts had full-time equivalent
(FTE) enrollments increase in each of the
last three years.

¢ “Declining Enrollment” Districts. Adis-
trict with declining enrollment faces amore
difficult situation. If per student allowable
revenues increase by 2.5% and enrollment
falls by the same amount, then the district’s
total revenues remain largely unchanged. If
salaries and benefits rise by 3.8%, then cuts
must be made in other areas. In 2001-02,
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239 districts had declining FTE enrolIments;
87 had declinesin each of thelast threeyears.

Teacher Pay and Benefits. The QEO lim-
itsteacher pay increases. Between 1985 and
1993, average pay for teachers in Wiscon-
sinrose 5.9% per year. From 1993 to 2001,
increases averaged 2.4%.

However, Wisconsin teachers have re-
ceived good benefit packages, which, rela-
tive to pay, have improved over the years.
In 1984-85, benefits averaged 32.5% of
wages, among the highest in the nation. In
2000-01, benefits rose to 40.9% of saaries.
Since 1993, benefits have risen an average
of 3.6% per year and saaries, 2.4%.

Property Taxpayers. The biggest benefi-
ciaries of the school finance changes have
been property taxpayers. Revenuelimitshave
held down annual increasesin school levies.
The chart on page 3 shows that revenue lim-
its helped reduce the school levy from 2.9%
of income in 1992-93 to 2.6% in 1995-96.

Additional state funding associated with
the two-thirds commitment reduced the bur-
den to 2.1% the following year. Revenue
limits have held the school levy to between
1.9% and 2.0% since then. From 1996-97
to 2001-02, school district levies went up
21.5%—less than half the rise for technical
colleges (46.1%) and less than municipali-
ties (35.2%) and counties (39.5%).

Looking Ahead

Since 1997, state school aids have grown
5.2% per year. School aids are currently
more than 40% of state general fund spend-
ing. How will the state fund this increased
commitment in the years ahead? Many
school districts are expected to continue
experiencing declining enrollments, and rev-
enue limits will pinch their budgets. How
will this dilemma be solved? How will the
issue of teacher pay be addressed, given the
concern over property taxes?

HIGHER EDUCATION

The shift in state priorities toward K-12
education isalso forcing arethinking of how
Wisconsin provides higher education. Ques-
tions include: Who should attend? Who
should pay, and how much?

Scope and Access

Few states have been able to match the
scope and accessibility of higher education
that Wisconsin offers.

Scope. The University of Wisconsin Sys-
tem (UWS) is the eighth largest in the U.S.
It had almost 160,000 students in 2001-02,
or over 133,000 on an FTE basis. The Tech-
nical College System (TCS) had another
59,700 FTE students.

The UWS offers instruction on two doc-
toral, 11 comprehensive and 13 two-year
campuses, for atotal of 26. The TCS has
16 districts with 47 campuses and numer-
ous outreach sites throughout the state.

The UWS' annual budget exceeds $3.3
billion, while TCS revenues approach $1.1
billion. Together, the two systems have ap-
proximately 40,000 FTE employees.

Access. TheUWSremainsone of the most
open and accessiblein the country. 1n 1998,
a higher proportion of state high school
graduates (32.7%) were enrolled as fresh-
men in the state’s two- and four-year public
universitiesthanin all but three other states.

Although Madison and several other cam-
puses are becoming more selective, virtu-
aly every student seeking admission to the
UWS or atechnical college can secure ac-
ceptance somewhere.

Graduation Rates. This does not mean
that all entrants graduate or do so on time.
A 2002 UWS report showed that, of 1995
entering freshmen, only 22.7% graduated from
any UWS campus within four years, and only
60.5% within six years. That six-year per-
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centage ranged from a low of 35.8% at
Parkside to a high of 78.3% at Madison.

Severa reasonscan begiven for thisphe-
nomenon, including the financial need to
work and oversubscribed classes. However,
somestudentstakebelow-average credit loads
for no apparent reason. And otherstakemore
classes than needed to graduate. According
to UWS figures, 34% of bachelor’s degree
recipientsin 2000-01 attempted 21 or more
credits than their particular degree program
required.

Policy Questions. Such figures prompt
one to ask: Isthe UWS admitting students
for whom university education isinappro-
priate? Would some be better served
through apprenticeships or technical train-
ing? Should taxpayers subsidize, to the cur-
rent degree, students who unnecessarily
extend their time to obtain adegree or, con-
versely, who amass creditswell beyond de-
gree requirements?

Shifting Priorities, Changing Finances
Given the scope of higher education in

this state, it is not surprising that the taxpay-

ers financial commitment has been large.

Sate Rankings. In 1969, Wisconsin gov-
ernments committed almost one of every six
“direct general expenditure” dollarsto higher

education, ac-

K-12, Higher Ed. Trade Places
Based on Spending as Pct. Pers. Inc.
Wisconsin Rank Among States, 1969 - 1999

69 75 80 85 90 95 9

cording to the
U.S. Census Bu-
reau. Nationally,
that ratio was al-
most one in 12.

Also that year,
Wisconsin de-
voted 3.1% of its
total personal in-
come to higher
education—more
than all but three
states. With the

U.S. averageat just 1.7%, the Badger State's
support for higher education relative to abil-
ity to pay was 86% above the national norm.

Thirty years later, the picture was both
similar—and very different. In 1999, Wis-
consin spent about onein nine public dollars
on higher education compared to one in 12
for the U.S.

Relative to income, Wisconsin still spent
more than the U.S. average. In 1999, the
state devoted 2.2% of its personal income
to postsecondary education. Thiswaslower
than 30 years prior, but remained 29.5%
abovethe U.S. average (1.7%). While Wis-
consin ranked fourth in the nation on this
measure in 1969, it was 19th in 1999.

Much of the reason for the shift in these
figuresrests elsewhere in education. Asthe
graph shows, the state's spending rank on
elementary and secondary (K-12) education
moved up, while the rank for higher educa-
tion moved down.

In 1969, Wisconsin spent 5.2% of per-
sonal income on K-12 public schools, or 20th
highest in the U.S. In 1999, that figure in-
creased to 5.5%, or sixth highest. Where
the Badger State spent about 5% more than
the U.S. norm on K-12 education in 1969, it
was spending about 20% more by 1999.

Sate Finances. State budgets confirm
these trends. In 1972-73, after the merger
of the state’s two university systems, the
UWS claimed 17.2% of state general pur-
pose revenue (GPR) spending, while state
aids to schools claimed 21.9%. By 2000-
01, those percentages had moved apart, with
the university’s share declining to 9.5% and
the school aid percentage growing to 40.5%.

Thisshift has been on-going for 30 years;
however, as mentioned, the state’'s 1994
“two-thirds” school funding promise has
placed increased fiscal pressure on other
state programs, including higher education.
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Between 1990 and 2001, state GPR fund-
ing for school aids rose 161% to $4.41 bil-
lion. UWSfunding rose 48%to $1.05 billion
and technical college support went up 32.5%
to an estimated $140.7 million.

Policy Questions. Giventhealleged need
for 21st Century workersin fieldsdrivenin-
creasingly by technology, are the differen-
tia rates of growth in state funding of K-12
and higher education logical? Or hasthe pen-
dulum swung too far in one direction?

Who Should Pay?
Questions relating to state funding inevi-
tably lead to discussion of costs.

Tuition. Although UWStuition increases
for resident undergraduates averaged be-
tween 5.4% and 5.7% during the 1990's—
and are dated to rise as much as 8% in the
coming year—university tuition hereremains
low compared to other states. In 2001-02,
tuition and fees at UW-M adison were $4,086,
or eighth lowest among the nine public Big
Ten schoolsin the Midwest. Michigan was
78.9% higher at $7,308.

As the table shows, similar patterns pre-
vailed at UW-Milwaukee and on the cam-
puses of the other four-year comprehensive
schools in the UWS, eg., River Falls and
Oshkosh. In each case, state residents were

Poalicy Questions. So, who should pay
for higher education? By historically pursu-
ing a“low-tuition, low-aid” approachto col-
legefinancing, Wisconsin’sanswer hasbeen
state taxpayers.

The approach has its supporters. They
arguethat Wisconsin'slack of college gradu-
ates relative to other parts of the country is
hampering its growth in an increasingly
knowledge-driven economy. They point to
the rising student loan debt, suggesting that
this will hamper the future economic health
of young families. And, they citeWisconsin's
relatively low tuition as a key factor in the
state's high rate of access to universities.

There are others, however, who question
taxpayer subsidiesfor higher education costs
when the prime beneficiary istheindividual
graduate. They note that, in 1999, accord-
ing to the Census Bureau, the median house-
hold income for someone with a bachelor’'s
degree was $64,406, or 80% more than a
household with a high school diploma
($35,744). And they point out that thisearn-
ings advantage has been growing since the
mid-1970’s.

Even if taxpayer support is justified,
there are still others who argue for a“high-
tuition, high-aid” approach in order to redi-
rect public subsidies to those most in need.

paying 14% to 20% below the average paid They arguethat,
at peer ingtitutions in other states. while low tu- UW Tuition Is Low vs. Peer Groups
Sate. Asthe share of total UWSor TCS  ition helpsthose Tuition and Fees, 2001-02
revenuescoml.n_gfromthestatehasdeclmed, in neeq, it also Madison UW-Mil. Other*
pressureontuition hasgrown. For example,  resultsinarela
at the beginning of the 1981 school year, a  tively high rate No.in Group 9 15 35
Wisconsin resident attending Madison was ~ of degree non- High $7,308 $7,324  $5,760
covering 25.0% of ingtructional coststhrough ~ completion—a  School Michigan ~ Temple MI Tech
tuition. In 2000-01, that figure had grown  wasteof student  Avg. exc. Wi $4,765  $4,847 $4,134
to 38.3%. Similar increases have prevailed  time and public W/ $4,086  $4,054  $3,333
on other campuses. money. It aso Rank 8th 12th 32nd
Tuition increases would be less of anis- ~ Subsidizes stu- Lgcméool ﬁf\fé N:Afgflz flgEzl?lo
sue if federal and state financial aid appro-  dents of consid-
priations had kept pace. But they havenot. ~ €rable means * UWSfour-year comprehensive campuses.
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Health Care as % of
GDP/GSP
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who could afford to pay higher tuition. In
1999, 55% of UW-Madison’s firgt-time en-
rolleeswerefrom familieswith incomes over
$60,000. Higher tuition could reducetax sub-
sidies for such students and help the univer-
sity meet financid ad needsnow going unmet.

HEALTH CARE

Therisein hedth care spending, which con-
tinues to outpace inflation, is placing added
burden on state and local governments, pri-
vate employersand individuals. Nationaly,
medical care expendituresin 2001 exceeded
spending on food—$1,061 billion vs. $992
billion. Health care, whichin 2000 was 13%
of gross domestic product (GDP), is pro-
jected to reach 38% by 2025 (see graph).
In Wisconsin, it is expected to reach 41%
because of the state’'s
more rapid growthin
the 65-and-over age
group.

The “greying” of
Wisconsin's popula-
tion, both in terms of
numbers and longev-
ity, will place greater
demands on health
care services. The
percentage growth
in the 65-and-over
group between 2000
and 2025 will out-
pacethat for the other

1970

Source: Wisconsin Department of Workforce

Development.

1990

age groups combined
(68.4% vs. 8.0%). In
2000, nearly 96,000
residents were 85 or
older; by 2025, that group is estimated to
exceed 135,500. (See the June 2002 Ws-
consin Taxpayer for additional demographic
details.)

Rising prescription drug costs, increas-
ing demands for additional health care ser-

2010 2030

vices, and continuing advances in medi-
cal technology are some of the other fac-
tors contributing to escalating health care
spending. In Wisconsin, the problem is
compounded by a growing shortage of
health care workers.

Prescription Drugs

The fastest-growing segment of health
care costsis prescription drug expenditures,
which, in 2000, rose 17% and accounted for
9% of national health expenditures. Although
this segment’s annua growth is estimated
to slow to 10% by 2011, its share of total
health care expenditures is expected to ex-
ceed 14% by then.

In response to rising prescription drug
costs, at least 33 stateshave created or imple-
mented programs to provide pharmaceuti-
cal assistance. Massachusetts, for example,
has a bulk-purchasing program for partici-
pating state workers, uninsured persons and
Medicare/Medicaid beneficiaries. Nevada
provides a subsidy for residents age 62 or
over to purchase private prescription drug
insurance. In July 2002, Wisconsin began
taking applicationsfor SeniorCare, thestate’s
new drug assistance program (also, see page
10). lllinais, Indiana, Michigan and Minne-
sota also have assistance programs.

Nationally, several pharmaceutical com-
panies have programs under which finan-
cialy disadvantaged patientsmay obtain free
or discounted drugs. Some private organi-
zations offer free or for-a-fee discount plans.

To minimize the impact of health insur-
ance premium increases, many employers
have elected to increase drug copays. The
use of a percentage copay instead of a flat
dollar amount is also being discussed.

Health Insurance

Rising health insurance costs are a ma-
jor concern of many employers and indi-
viduals. Increasingly, double-digit premium
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growth has motivated retirees to reenter the
workforce and caused current employees to
delay retirement. Rising premiums are also
adversely impacting salary increases.

To continue providing health insurance,
employers are considering such options as
raising deductibles, cutting benefits, increas-
ing the employee share of the premium and/
or reducing personnel or other expenditures.
Some have dropped, or are considering drop-
ping, health insurance coverage.

The Sate. On average, health insurance
costs are higher for governments than for
private employers. Nationally, in March
2002, private industry paid $1.29 per hour
worked for health insurance, while state and
local governments paid $2.69, according to
the U.S. Department of Labor.

Total annual health insurance premiums
for Wisconsin state employees, including
UWS faculty and graduate students, rose
from $227.7 million in 1992 to an estimated
$512.8 million in 2002, or 125.2%. Inflation
was 27.5% during that time. Estimatesfrom
the Wisconsin Department of Employee Trust
Funds (DETF) show average monthly premi-
ums rose 10.8% in 2000, 16.6% in 2001 and
13.8% in 2002.

Generally, the state’'s portion of the
monthly premium per contract depends upon
the plan selected by theenrollee. Since 1992,
the state's share of the premium has risen
from 95.4% to 97.7%. The state pays the
entire employee portion for many plans.

Other Public Employers. Many counties
and municipalities are anticipating premium
increases in 2002 of at least 20% for one or
more of their plans. The technical college
system experienced average annual increases
in the most heavily enrolled plans of around
20% in both 2000-01 and 2001-02. Annual
average family health insurance premiums
in school districts are projected to morethan

double statewide from the $9,646 in 2001-
02 to $20,077 in 2006-07.

In school districts, the QEO (or “quali-
fied economic offer”) generally limits sal-
ary and benefit growth for teachers to
3.8%. The result: With spiraling insur-
ance premiums, many districts are seeing
growth in benefits greatly reducing funds
availablefor overall salary increases.

Local government employersin the Wis-
consin Retirement System may participate
in the state’'s Group Health Insurance Pro-
gram (GHIP). Currently, 289 employers
participate. With certain exceptions, a GHIP
employer must enroll at least 65% of digible
employees and contribute a uniform dollar
amount not exceeding thetotal premium. An
employer who later withdrawsfrom the pro-
gram may not reenter for three years.

Local collective bargaining agreements
oftenlimit participationin GHIP becausethey
require the employer to cover the entire hedth
insurance premium. Some of the employ-
erswould liketo seelowering of the eligibil-
ity standards, more choices of benefit levels
and local representation on the GHIP board.

Government Programs

Nationally, 45% of the U.S. hedlth caredol-
lar comesfrom government programs, includ-
ing Medicare and Medicaid. The following
discusses selected hedlth care programs ad-
ministered by the state of Wisconsin.

MA and Badger Care. Medical Assistance
(MA), dso known as Medicaid, provides
medically necessary services to about
423,000 eligible low-income persons who
are aged, blind, disabled, children, members
of families with dependent children or preg-
nant women. Partially reflecting elimination
of AFDC and declining unemployment rates,
enrollments decreased from 1993-94 through
1998-99. Enrollments are currently rising.

July 2002 Vol. 70 No. 7
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MA isfinancedjointly through federal and
state funds and, in Wisconsin, is adminis-
tered by the Department of Health and Fam-
ily Services. Including BadgerCare, MA
claims $2.13 hillion, or 9.4%, of the state's
2001-03 GPR spending. Of the more than
30 services, nursing home care accounts for
31% of gross MA expenditures.

Medical Assistance has historically been
one of the state's fastest-growing programs.
A weak economy will further increase par-
ticipation and the cost of the program.

BadgerCare provides health insurance
coverage for uninsured low-income work-
ing familieswith children not eigiblefor MA.
Enrollees receive benefits identical to those
under MA. BadgerCare began in July 1999
with aninitial enrollment of 8,647 adultsand
children. Enrollment reached 95,348 in April
2002 and is estimated to surpass 106,000 in
June 2003. It is supported by GPR, federa
funds and recipients’ premiums.

A mgjor factor affecting BadgerCare is
the degreeto which employers of low-income
workers offer health insurance coverage.

SeniorCare. The state's new prescription
drug assistance program for eligible state
residents age 65 or older, called SeniorCare,
began accepting applications July 1, 2002.
Generally, enrollees must have annual
household incomes under $21,264 ($28,656
for couples); after paying a $20 annual en-
rollment fee and meeting a $500 annual de-
ductible, they can obtain brand-name
drugs for $15 per prescription and generic
drugs for $5. Persons who are ligible ex-
cept for annual income can participate if,
after deducting out-of-pocket retail costsfor
covered drugs, their incomes fall to or be-
low thedligibility level.

Funding of thefirst ten months of the pro-
gramwill comefrom GPR ($50 million) and
federal MA money ($51 million). Estimates

of GPR spending on SeniorCare for the up-
coming bienniumwill beavailableinlatefal.
Factors affecting expenditures will include
whether Medicareis expanded to cover pre-
scription drugs, the number of SeniorCare
enrollees and increases in drug prices.

Risk-Sharing Plan. The state'shealthin-
surance risk-sharing plan (HIRSP) provides
insurance for state residents who, due to
severe health conditions, are unableto obtain
coverage in the private market, or who invol-
untarily lose employer-sponsored coverage.
The plan offered depends upon whether the
applicant is eligible for Medicare. Policy-
holders pay premiums, and covered services
are limited to those received from Wiscon-
sin MA-certified providers. Annual exams
and custodial care are not covered.

Between fiscal 2000 and 2001, enrollment
rose 28% from 8,949 to 11,460. In 2002,
enrollment isexpected to grow another 12%.
Theprogramisfinanced by: premiums; con-
tributions from health care providers serv-
ing policyholders and from health insurers;
and GPR funds. Inthe 1999-2001 biennium,
GPR accounted for $23.4 million.

If HIRSP enrollment and health care costs
continue their double-digit increases, GPR
appropriations for the program are expected
to be similarly affected.

Private Employer Buying Pool. In 1999,
the state created, within DETF, aprivateem-
ployer health care coverage plan for small
businesses that includes a health insurance
buying pool. The 2001-03 budget adjust-
ment act includes a GPR-funded loan of
$850,000 for setup costs.

Unanswered Questions

Solutions to the health care problem will
have to address such questions as. How do
we maketoday’s bill more affordable? How
do we pay the bill? How do we limit the
growth? How much care is enough? O
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Trends in Corrections
Continued from back cover

Population and Spending Trends

As shown on the back page, general pur-
pose revenue (GPR) expenditures for cor-
rections in 2000-01 totalled $804.4 million,
up 285.6%, or an average of 14.4% annualy,
from 1990-91. Thestate' SADProse191.7%
during this period, or 11.3% annualy. The
number of offenders supervised in the com-
munity under probation or parole also rose
markedly, further increasing corrections ex-
penditures.

Thelargeincrease from 1995-96 to 1996-
97 resulted primarily from the transfer of
juvenile corrections from the state Depart-
ment of Health and Family Services to the
DOC. Thejuvenilecorrections program had
expenditures in 1996-97 of $92.2 million.
From 1996-97 to 2000-01, corrections ex-
penditures rose 62.8%, or 5.0% annually.

Crime and Incarceration Rates

The stat€’ srising prison population largely
reflects changes in criminal laws, particu-
larly for drug offenses, rather than increases
inviolent crimes. Inthe 1990's, the legisla
ture enacted aseries of mandatory minimum
sentences, criminal penalty enhancements
and new criminal laws, leading totheincrease
in the stat€'s prison population.

Crime Rates. According to the U.S. Bu-
reau of Justice Statistics (BJS), the state's
violent crimerate (violent crimes per 100,000
population) fell steadily from 264.7 in 1990

Crime Falls, Incarceration Rises
Wisconsin Crime and Incarceration Rates, Fiscal 1990 - 2000

e ___ Property Crime

350 o

Incar ceration
150

149 166
100 T T T T T T T T T

90 91 92 93 94 9% 9% 97 98 9 00

to 236.8 in 2000. The property crime rate
went from 4,130.4 to 2,972.3. Wisconsin's
violent crime rate in 2000 was 53% below
the U.S. average; its property crimerate was
18% below.

Incarceration Rates. Wisconsin's incar-
ceration rate was 379 per 100,000 residents
in 2000. In 2001, it was 383, or 18.5% be-
low the U.S. rate of 470. However, from
199310 2001, Wisconsin'srate soared 131%,
nearly four times the U.S. rate.

Wisconsin has typically ranked near the
top among the 50 statesin incarceration rate
of blacks. Inmid-2001, it led the stateswith
4,058 black inmates in prison or jail per
100,000 black residents. Nationally, there
were 2,209 black inmates per 100,000 black
residents; theincarceration rate of blackswas
six times higher than that of whites. O
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A large increase (285.6%) in Wisconsin's corrections expenditures in the
1990'sis part of the reason state spending rose substantially during the period.
Wisconsin's prison population nearly tripled over the past decade, from an aver-
age daily population (ADP) of 7,009 in fiscal 1990-91 to 20,447 in 2000-01.

Faced with arapidly-growing prison population, the legisl ature authorized
the construction of new prisons and, ultimately, approved transferring in-
mates to out-of-state prisons. In July 2002, the Department of Corrections
(DOC) reported that 4,001 inmates were housed in contract facilities, includ-
ing 66 inmatesin federal institutions and 3,363 in private prisons operated by
the nation’s largest private prison firm, Corrections Corporation of America
1,147 in Minnesota; 1,450 in Oklahoma; and 766 in Tennessee.

Since 1990, Wisconsin has embarked on one of the most ambitious prison-

building programsinthenation. Correctional facilitieswere openedin Racine
(1991), Black River Falls (1996), Prairie du Chien (1997), Racine (1998),

Trends in
Corrections

ADP and Corrections Expenditures
1990-91 to 2000-01 (Expenditures in Millions)

Expenditures
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Boscobel (1999), Redgranite (2001) and Milwaukee
(2001). In October 2001, the state purchased a medium-
security prison near Stanley in Chippewacounty for $79.9
million. Thefacility, which was completed in thefall of
2000, has 750 double-occupancy cells, aswell as120single-
occupancy segregation cells and six infirmary cells. Itis
expected to open in January 2003.

A $51.2-million, 750-bed, medium-security prison in
New Lishbon is expected to open in January 2004. In
addition, the stateis converting the Highview facility a the
Northern Wisconsin Center for the Developmentally Dis-
abled into a 300-bed medium-security geriatric facility for
maleinmates. Itisalso expected to open in January 2004.
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