	Review of the Indiana Chamber of Commerce’s February 2004 report,

“The Indiana Project for Efficient Local Government:  the next generation of the ’99 C.O.M.P.E.T.E. study”

by

Maureen A. Pirog 

Rudy Professor of Public and Environmental Affairs, Indiana University

September 2004


About the Author

Dr. Pirog is the Rudy Professor in the School of Public and Environmental Affairs at Indiana University where she has worked for twenty years. For the past six years, she has served as the Chair of SPEA’s Policy Analysis faculty, the foci of which are quantitative and qualitative methods to assess the efficacy of government programs and policies.  Among other courses, she has taught Management Science for Public Affairs, Program Evaluation, Advanced Techniques in Program Evaluation, Research Methods, Applied Policy Analysis, Public Management Economics, Managing Government Operations and Poverty and Public Policy.  Dr. Pirog is the editor-in-chief of the Journal of Policy Analysis and Management, the top public policy journal in the field.  She is also the founder and co-director of IU’s Institute for Family and Social Responsibility, a research unit that focuses on evaluating the efficacy of social programs within Indiana and nationally.  Dr. Pirog has conducted research and/or served as a consultant for the US Department of Health and Human Services, the US Government Accounting Office, the US State Department, the Indiana Family Social Services Administration, the Ford Foundation, the Rockefeller Foundation, the Joyce Foundation and the Brookings Institution.

Executive Summary
The following document reviews the soundness of the cost savings estimates presented in “The Indiana Project for Efficient Local Government:  the next generation of the ’99 COMPETE study.”  While efficiency and cost savings to taxpayers are admirable goals, the savings estimates presented in the Indiana Chamber of Commerce report suffer from serious methodological flaws which undermine the reliability of their estimates.  These problems include:

· inadequate sample sizes  (e.g., using one county to generate estimates of savings to the State or four Quantity Purchase Agreements (QPA) to extrapolate to all local government purchases); 
· use of simple extrapolation of cost savings percentages based on one or two counties or a handful of purchases to all Indiana counties and all local government purchases irrespective of the extraordinary differences in the environments and organization of local governments;
· financial figures are typically local government appropriations, not actual expenditures, and these figures are often quite different from each other;  
· assumptions that counties can house lots of new hires at no additional expense;
· unrealistic assertions that existing county workers can assume numerous new responsibilities without additional staff;
· failure to acknowledge the significant costs of new physical infrastructure or other costs likely to increase with the proposed consolidation of county jails including transportation and insurance; 
· failure to disclose or describe most sources of information (e.g., FSSA administrative costs, township administrative costs) making verification of findings impossible;
· a complete lack of any information on units sampled (e.g., what counties were used to generate savings estimates of what items were purchased under QPA agreements).  Failure to provide this information raises a serious question as to whether or not the sampled units are even minimally representative of the State, and;
· misrepresentation of a problem of “double and/or triple taxation” when taxpayers actually pay once for parks provided by municipalities; once for county parks, and; just once for parks provided by townships;

The recommendations of the Indiana Chamber’s report are largely motivated by streamlining, consolidation, and achieving economies of scale all with an eye to saving taxpayers money.  Unfortunately, this review of the Chamber’s report found that the cost savings estimates are premised on over simplifications of the circumstances of local governments.  Methods used to arrive at these savings estimates fail to meet professional standards for the evaluation of new public programs or policy innovations. Moreover, it is interesting to note that nearly all of the methodological problems, a subset of which is listed above, tend to overestimate costs savings.  Indiana policy makers and legislators deserve better information on which to base a complete restructuring of local governance in our State.
Overview
The Indiana Chamber with the technical assistance of Crowe Chizek has recommended 32 changes in the structure of local governance in Indiana.  These recommendations are bulleted in Appendix A of the report, “The Indiana Project for Efficient Local Government:  the next generation of the ’99 COMPETE study,” February 2004, 98 pages.  The authors indicate that implementation of their recommendations will yield Indiana taxpayers annual savings of $64.2 to $122.4 million.  

Many of the proposed changes are broad, sweeping transformations of local governance and are recommended largely on the basis of efficiency – measured as cost savings. Given that the basis for these recommendations for sweeping changes rests on saving taxpayers’ dollars, a particularly appealing motivation in a recessionary period, it behooves us to examine the assumptions and rigor of their tax savings estimates.   
First and foremost, some of the Chamber’s 32 recommendations will impose new costs on taxpayers.  Developing and maintaining a repository of best practices for local elected officials will require more tax dollars.  So will staggering municipal elections.  So will the State’s endorsement of a universally compatible Geographic Information System (GIS) for geographic, socio-economic, economic development and other planning and zoning-related information. Offering State assistance to local governments with existing, non-compatible GIS systems will also cost taxpayers.   While these recommendations may have other merits, the costs of implementing these and other recommendations in the report are ignored.  This unfortunate pattern repeats itself throughout the report.  
The authors summarize their estimated savings to Hoosiers from implementing their recommendations in Table 1, reproduced below.  
Table 1:  Estimated Cost Savings Attributable to 

The Indiana Project for Efficient Local Government Recommendations

(rounded to $1,000:  page 47)









Range of Cost Savings

Recommendation





Low


High

Department of Finance and Administrative Services
*
$14,125,000
$45,134,000

Department of Highways and Infrastructure


$12,777,000
$17,473,000

Centralization of Poor Relief




$26,057,000
$26,057,000

Selected Second-Class Cities’ City Clerks


$     557,000
$     557,000

General Fund of Townships Largely Incorporated


-
$13,985,000
Multi-County Jails





$  5,400,000
$10,523,000

Joint Purchasing





$  4,242,000
$  7,635,000

Municipal Health Departments



$  1,047,000
$  1,047,000

*  Including centralization of property assessment.
The assessment of the accuracy, rigor and reliability of the COMPETE estimates of costs savings will follow the order of Table 1, regardless of the order of presentation in the COMPETE report.
Department of Finance and Administrative Services
Chamber Recommendation:  Combine the current elected offices of the tax assessor, auditor, recorder and treasurer into one Department of Finance and Administrative Services.  
Virtually all of the savings from this reorganization come from a reduction in the salaries and benefits/insurance currently received by employees in one unspecified, metropolitan county.  Precisely which employees are eliminated is not detailed.  The rate of savings based on this county are extrapolated to the state to derive total annual savings of $14 to $45 million.    
It is important to stress that the estimates of cost savings associated with this proposed change are based on a single, unidentified metropolitan county.  Because the county is not known, the extent to which it is representative of all metropolitan counties cannot be ascertained.  There is absolutely no information on what personnel are eliminated in this proposed reorganization or how their work, whatever it might be, can be accomplished at zero cost in the newly proposed organization.  There are also issues related to physical infrastructure.  The estimates provided seem to assume that all counties have the space to house a new large department with 71 employees at no additional cost. 

Finally, because the proposed Department of Finance and Administrative Services also includes the property assessment function, presumably up to $13 million of these savings are attributed to this proposed change, described in more detail below.  
Chamber Recommendation:  Transfer property assessment functions from the township to the county.

First, it should first be noted that the proposal to combine property assessment with other county fiscal functions (auditor, recorder, and treasurer) is contrary to national and international practices.  Assessment always resides in a separate administrative unit, first, because the appraisal function involves significantly different skills than do the other functions (appraisal is not accounting and bookkeeping) and, second, because standards of internal control dictate that determining the individual distribution of the property tax base be separated from those who levy and collect taxes from that base.  The assessor establishes, according to valuation standards, individual holdings of the tax base while other entities establish how much will be collected; distributional questions must not become intertwined with total tax burden.

Second, the cost savings estimates derived from centralizing property assessment were largely obtained by analyzing a line budget in a single, large metropolitan county, in which there are a number of staffed township assessor offices, each apparently with assessor plus deputy (and sometimes with additional staff as well).  Over ninety percent of the savings for this metropolitan county were from a reduction in the payroll and benefits/insurance.  Payroll and benefits savings were due largely, but not entirely, to the elimination of township assessors and their chief deputies making the assumption that all township assessors and their deputies worked full-time on property assessment and that their contributions were strictly supervisory and did not contribute directly to property assessment.  Extra savings came from reducing five more persons involved with property tax assessment although how these reductions were accomplished cannot be ascertained as there is minimal discussion of the current and proposed assessment structures. Individuals involved with property tax assessment were reduced from 51 to 30.  
Such abundant staffing is not the norm for township trustee assessment operations in non-reassessment years.  In many if not most instances, the trustee will not have a deputy assigned to property tax assessment and certainly will not have any additional staff for commercial, mobile homes, or other special functions.  The trustee will do non-reassessment year maintenance assessment without any extra staff – it is not a massive task to handle the assessment work associated with new construction, demolitions, and land use change in areas served by trustee assessors.  And, in the majority of counties, the trustee will not increase staffing even during the reassessment year because the entire county has contracted the work to a private appraisal firm.  Because of the atypical example county that serves as a current case basis, the report produces an outlandishly high estimate of cost savings associated with moving the assessment function to the county level.  
Finally, additional savings were estimated by reducing the property rental costs and utilities of the trustees with NO corresponding increase in such costs for the counties.  This assumes that counties have excess capacity in their buildings that can be allocated at no additional costs to new staff.  Again, this is an unreasonable assumption and one which simply inflates the costs savings estimates due to the proposed reorganization. 

Overall, the recommendations in the Chamber report are premised on a lack of knowledge of what transpires in township assessors’ offices and the authors use a seriously deficient methodological approach to computing savings.
 Both problems undermine the credibility of the recommendations forwarded.   

Department of Highways and Infrastructure

Chamber Recommendation:  As the constitutional office of the county surveyor has slowly been divested of most of its functions, the office of county surveyor should be eliminated.  The functions performed by county surveyors are varied and thus first must be defined and then outsourced or otherwise absorbed by another agency within county government.  
Implementation of this recommendation is estimated to save $365,402 in one metropolitan county.  In the report, costs are reduced because the number of individuals involved in surveying is reduced to a single drainage manager and the authors further assume that administrative tasks such as the maintenance of all recorded surveys and plats can be performed by existing administrative personnel from the highway department.  The estimated six percent savings is extrapolated to other metropolitan counties and then all counties to arrive at the range of cost savings found in Table 1.
This proposed reorganization makes many of the same assumptions as those that underlie the formation of the newly proposed Department of Finance and Administrative Services.  That is, personnel being terminated are not serving the public in a substantive or useful fashion and therefore can be eliminated.  Also, existing administrative employees from county highway departments have sufficient slack in their workdays to absorb all of the functions pertaining to the surveyors’ offices.  While there are no alleged cost savings from this proposed consolidation, neither is there any consideration that the space needed to house all of the records of the surveyors’ offices can be accommodated at no additional cost to the county.  Each and every one of these assumptions is unsubstantiated and all tend to overstate any likely cost savings that might accrue to taxpayers.
Centralization of Poor Relief
Chamber Recommendation:  Transfer poor relief function from the townships to the county.
The COMPETE study reports that FSSA administrative expenses are 7.5 percent of non-administration expenses or approximately 13.5 percent of program expenditures when federal funds are removed from the calculations.
  Based on conversations between the staff of the Indiana Township Association and the authors of the COMPETE report, these percentages were calculated from figures found on the FSSA website.  However, a reference to the origin of these figures is not included in the COMPETE report.
These percentages:

· could not be verified by searching the FSSA website or by direct inquiry and discussions with Karen Kinder, FSSA Budget Director, or Cindy Collier, FSSA Director of Policy, Planning and Communication, and;

· fail to highlight the tremendous variation in administrative expenses across programs within FSSA.
It was clear that the 7.5 and 13.5 percentage figures cited in the COMPETE report and identified as FSSA administrative costs were unknown to both the FSSA Budget Director and the Director of Policy, Planning and Communication and could not be replicated from budget documents.  In fact, a single administrative percentage for all of FSSA would mask enormous variation in such costs across programs.  For example, the administrative cap for TANF is 15 percent in contrast to a 10 percent cap for the Weatherization Assistance for Low Income Families Programs.  Moreover, a single administrative percentage for all of FSSA would mask variation in accounting rules across programs.  Case management services are typically counted as program costs, not administrative expense, but there are exceptions.  The same is true for transportation expenses.  Typically computers are counted as an administrative expense, but again, they are sometimes counted as program costs.  

The comparison of administrative expenses between FSSA and township trustees also fails to take into consideration:

· the differences in accounting methods between the two agencies, and;

· the tremendous variation in the services offered by FSSA versus township trustees.

Township trustees file report Form TA7 to the State Board of Accounts.  On this form, there is no place to record case management services or the value of in-kind assistance provided by trustees.  Both absences tend to grossly overestimate trustee administrative expenses by both inflating administrative expenses, including case management services as administrative expense, and underestimating the value of the poor relief assistance actually received. For example, the quarter million pounds of food delivered by a food pantry funded by Perry Township does not appear as poor relief assistance, but rather as administrative costs. An overnight shelter funded entirely by the same township at an annual cost of $85,000 also appears as administrative costs and not as poor relief assistance. Moreover, many of the benefits that are counted as poor relief, rental and burial assistance, are undercounted.  That is, recipients may be allowed to continue to reside in a $900 per month rental but the landlord will accept $400 from the trustee in an emergency.  Similarly, local mortuaries may accept $1,000 from a township trustee for a funeral and burial for which they would normally charge $4,000 or $5,000.
  The “capped” rates negotiated by trustees with local landlords and vendors---while serving to stretch our tax dollars also serves to underestimate the value of the poor relief services that they provide. 

Second, there is tremendous variation in the nature of the services provided by FSSA and township trustees.  For many FSSA programs, the eligibility of prospective clients is determined and then monthly transfers are sent to recipients.  A prime example of such an entitlement program administered by FSSA is Food Stamps.  Contact with recipients comes during an initial eligibility assessment and then later when recipients provide updated documentation to confirm their continuing eligibility.  
In contrast to FSSA, the township trustees are legally mandated to provide “emergency” poor relief and the circumstances surrounding the emergencies are diverse---homelessness, inability to pay for prescriptions, no utilities, domestic violence, hunger, etc.  In many of these cases, needy families are eligible for assistance from local and state agencies but don’t know about these sources of help.  Township trustees provide valuable case management services and referrals for families in crisis by helping them tap into other sources of help, tailoring the help to the needs of each individual family. For example, between 1995 and 1998, the number of referrals to other agencies by trustees numbered between a low of 56,993 in 1997 and a high of 68,584 in 1996.
  Trustees also provide vouchers for utilities, rent, food, prescriptions, etc. and a few trustees actually run homeless shelters, food and/or clothing banks. Only the value of vouchers is counted as assistance received by recipients in Form TA7 even though case management services and in-kind transfers clearly benefit needy Hoosiers.  Because there is no accounting category on Form TA7 for expenditures on case management services or valuation of in-kind benefits, and further, because trustees need to account for dollars expended, the costs associated with these activities are typically included as administrative expense.  
Finally, cost savings for poor relief are generated by applying an administrative expense rate for FSSA to the reported value of township assistance received by Hoosiers.  Exactly how these saving will be realized is never described.  However, it is reasonable to assume that part of such savings might derive from consolidating emergency poor relief offices with TANF, Food Stamps and similar programs—allowing counties to close defunct township offices.  Yet the COMPETE report recommends “maintaining local ports of delivery where possible.”  If local portals are kept open, then any savings related to physically closing offices would be substantially reduced or eliminated and savings related to staff reductions would also be minimal.
To summarize, estimated costs savings associated with the centralization of poor relief lack credibility.  They are based on naive assumptions about administrative costs; ignore variation in services delivered both within FSSA and between FSSA and township trustees, and; demonstrate a lack of knowledge of the accounting practices of township trustees and FSSA.  

Selected Second Class Cities City Clerks 
Chamber Recommendation:  In a second class-class city with no court, the city clerk’s functions are limited to recordkeeping and clerical functions and do not require an elected official for their performance.  These activities should be reassigned to other municipal departments.  
Cost savings projections of $577,276 per year in the COMPETE study come from terminating 12 of the 33 persons who work in nine second-class cities’ clerks offices can be terminated and their functions reallocated to existing clerks in other unspecified city offices.  Average salaries of the existing staff are used to compute the savings associated with the personnel reduction.  No rationale is provided as to why or how the authors came to the conclusion that 12 persons can be terminated.  To arrive at these savings, the study assumes that existing staff in other unidentified city departments are not fully utilized and can assume the duties of the terminated staff without any additional costs.  It further assumes that those staff members who are terminated earned “average” salaries and were not newly hired or among those who are paid less than the average.  Taken together, the completely unjustified assumptions required to arrive at these purported savings render the cost savings estimates meaningless. 
General Fund of Townships Largely Incorporated
Chamber Recommendation:  Where a municipality completely envelops the full geographic area of a township, the township should be dissolved and the municipality and/or county should assume the remaining functions of the subsumed township.
The authors based their estimated savings of $13,985,145 on either 128 or 129 townships
 in which more than two-thirds of their residents live in incorporated areas (cities and towns).  By moving all remaining township functions to the incorporated areas, the authors assume that all townships general funds appropriations will be saved.  This assumes that incorporated areas can take on added responsibilities at no cost whatsoever. 
Multi-County Jails

Chamber Recommendation:  Counties should be permitted and encouraged to share in the capital and operating costs of a multi-county correctional facility.  By building, operating and maintaining a multi-county correctional facility, counties may explore innovative ways of lessening the burgeoning burden on county budgets.  

Authors of the COMPETE report computed an average of seven prisoners for every jailer in Indiana and then identified adjacent counties with lower than average prisoner to jailer ratios.  By combining rural county jails into larger multi-county facilities to raise the number of prisoners to the state average, the authors recommended combining 17 unspecified county jails into 7 multi-county facilities.  They then took the savings from personnel reductions and extrapolated the $1.8 million in savings to all rural counties ($5.4 million in savings) and then the entire state ($10.52 million in savings).  Estimated cost savings are based solely on the reduction of personnel and do not include any other operational or capital expenses, such as food, clothing or medical expenses.
There are several serious problems with this approach.  First, this recommendation does not consider the fact that the movement to multi-county jails would likely require more investments in physical infrastructure than maintaining/updating existing facilities.    Ideally, in adjacent rural counties where there are relatively few prisoners, one county could renovate and/or expand an existing facility, allowing one or more counties to close their jails.  Alternatively, new larger jails would need to be built to meet the needs of several counties.  Jails are costly ventures and none of the capital costs are included in the determinations of the COMPETE study.  
Second, it is likely that new multi-county jails will result in increased transportation costs for some counties as they will need to transport prisoners over longer distances.  This is relevant when prisoners are initially processed, taken to court, need medical services, etc.  Longer distances also mean that many prisoners will be farther from their families, increasing costs for county residents who want to visit incarcerated family members and possibly increasing the social isolation of some prisoners.
Third, many counties have been forced to increase the number of jailers by insurance companies that want to avoid lawsuits by prisoners or their families.
  Because supervision may be deemed inadequate, counties are subject to an increasing number of lawsuits, often filed by the American Civil Liberties Union, when prisoners are assaulted and harmed while incarcerated.  The proposed reductions in jailers may be accompanied by increased costs of insurance and/or claims by prisoner litigants. 
Fourth, lower jailer to inmate ratios may make it more difficult for family and friends to visit inmates due to jail staff shortages.  When jail staff is low, it has been difficult for visitors to schedule appointments and upon arrival at the jail, visitation appointments have been cancelled due to a lack of supervisory staff.
  
Fifth, larger correctional facilities are more likely to unionize than smaller correctional facilities.  Unionization tends to up the costs, particularly of fringe benefits, of correctional officers.
  Larger wage/benefit packages for corrections officers would clearly reduce any savings from multi-county facilities.   
Sixth, it can be argued that “if you build it, they will come.”  In other words, some judges may increase the number of individuals sent to jail if larger local facilities are available.  It is understood that any commonly held resources (such as multi-county jails) tend to be overused.  The inherent assumption of the COMPETE report that judges will NOT alter their sentencing behavior in response to new multi-county jail facilities, is tenuous at best.
  Further, housing prisoners is expensive and even the small increases in the prison population that are likely to occur could offset purported savings. 

Finally, extrapolating estimated cost savings from 17 rural counties to all rural counties and then all counties statewide is methodologically flawed unless identical conditions hold in all of these counties.    
Joint Purchasing

Chamber Recommendation:  Because adequate fire and police protection requires a substantial investment in equipment, local fire and police officials from various jurisdictions should collaborate with the appropriate agencies, including the Indiana Department of Administration, to develop standards for the creation of a Quantity Purchase Agreement (QPA) program.  

To calculate cost savings, the study looked at six purchases by the Indiana Department of Administration’s QPA process and found that found that four of the six purchases cost an average of 18 percent less than similar purchases undertaken by local units of government.  The study figures that one percent of appropriations go towards vehicles and equipment and therefore an 18 percent savings would generate $7.64 million savings for taxpayers.  A lower bounds estimate of savings was determined by arbitrarily selecting a more conservative estimate of savings of 10 percent.
Again, the estimates of the savings to taxpayers are seriously flawed.  First, from a methodological perspective, a sample of six purchases is inadequate for reliable statistical inference of state savings.  The sample size is just too small.  
Second, if four purchases were on average 18 percent less costly under the QPA then presumably two were more expensive.  Why use the 18 percent savings on the four purchases to extrapolate savings to all police and fire purchases while ignoring the two purchases that actually cost more?

Third, the COMPETE report does not list the items included in the six purchases.  Purchased items may or may not have been directly related to the fire and police protection services.  

The study claims that there will be administrative cost savings from writing and researching bids if the purchasing process is centrally controlled.  However, if one-third of purchases cost more (again, using a tiny sample of six) using centralized purchasing, then local units of government might still want to write and research their own bids in order to compare costs with those that would be incurred using the QPA process.  Under this scenario, administrative costs for writing and researching bids would actually go up, not down.

Municipal Health Departments

Chamber Recommendation:  All municipal health departments (East Chicago, Gary and Hammond) and their related functions should be eliminated and shifted to the county such that the county health department assumes any and all municipal health department functions.  

To calculate the annual savings of $1,047,000 from this change, the authors of the COMPETE study assumed that the entire population of Lake County could be served at the appropriations per capita currently being achieved by the Lake County Health Department.  This assumption implies that the municipal and county health departments perform exactly the mix of services, serve the same clientele, and are located in equally industrial, urban or suburban areas.  It assumes that transportation, salary and fringe benefits costs will not change even if they begin to provide a different mix of services in higher-risk, higher crime areas.  A Lake County Health Department administrator indicated that it is very unlikely that they could provide services to East Chicago, Gary and Hammond at their current per capita costs (not appropriations) because of differing environments, different mix of services provided and varying cost structures faced by these agencies.
 Moreover, the Lake County Health Department does not have the physical infrastructure to house all necessary personnel.
Culture and Recreation:  Parks

Table 1 does not include any cost savings associated with the COMPETE report’s recommendations regarding parks.  However, the recommendations and the analysis on which these recommendations are premised deserve some discussion.
Chamber Recommendation:  Regulatory, constitutional or statutory structure that results in double and /or triple taxation of individual taxpayers for the same or similar services provided concurrently by county, municipal and /or township government should be prohibited unless specifically approved by the taxpayers.  The following is a list of alternatives that may be implemented to achieve this principle.  This list is not exhaustive.

(1) Provide greater information to the public through the Internet, direct mail pieces and other public informational materials to the public showing taxpayers the services received for their tax dollars and which local units of government are providing those services. 

(2) Allow for referendums and other public forums to assess the taxpayers approval on double or triple taxation for the same or similar services provided by multiple levels of government.

(3) Require elected officials to vote on allowing /disallowing for the double or triple taxation for the same or similar services provided by multiple levels of government. 
The COMPETE study lists municipalities that are subject to “triple taxation” for park services meaning that they are taxed for parks and recreational activities provided by the county, municipalities and townships.  The study does NOT mean that taxpayers are paying for a single park or recreation facility three times but rather that residents pay taxes to municipalities for parks and recreation services provided by municipalities; they pay taxes to the county for parks and recreation services provided by the county, and; residents pay taxes to townships for parks and recreation services provided by townships.  Taxpayers pay once for parks and recreation facilities to those units of government which provide the services.  Statements such as “one township, despite the triple taxation of its residents, still struggles to maintain its facilities (COMPETE: 38)” are grossly misleading.  
The real public policy question has absolutely nothing to do with “double and /or triple taxation” but whether or not there are more parks and recreational facilities that are desirable because three different governmental units provide these services (actually, five counting the state and federal governments).  Another reasonable question is whether it would be more efficient or effective to remove the provision of parks and recreational services from one or more of the governmental units currently providing such services.  While these are reasonable questions to ask, they are NOT addressed in the COMPETE study.  These questions cannot be adequately answered by reference to either the unique circumstances of North Township that operates Wicker Memorial Park or Clay Township that has an intergovernmental agreement with the city of Carmel to provide park services.  

Based on misleading statements that create a “double and triple” taxation problem where none exists, the COMPETE study goes on to recommend public information campaigns, referendums and public forums, and requiring elected officials (which ones are not specified) to vote on allowing/disallowing “double or triple taxation.” To reiterate, taxpayers only pay once for services provided by different units of government.  Further, the larger issues regarding an optimal level of services or those governmental entities best suited to deliver parks and recreational services are addressed in a minimalist fashion with anecdotal reference to two townships.  In the absence of more rigorous analysis of the optimal level of services or the most effective/efficient delivery modality, requiring our public officials to vote on this “problem” and expending public resources on public information campaigns, referendums and forums is wasteful.
Conclusions
The Chamber of Commerce’s report on restructuring local governance is largely premised on achieving economies of scale, consolidation, streamlining and saving taxpayers’ dollars.  While other motivations for their recommendations are interspersed throughout the report, it is the estimated cost savings that provide the common theme that ties this report together.  Therefore, this review of the COMPETE report focused on the accuracy and reliability of the cost savings estimates.

Overall, the methods used to arrive at the cost savings estimates fail to meet professional standards. Authors make very strong, simplifying assumptions to arrive at savings for a sampling unit as small as one county and then typically extrapolate the savings to all urban counties, largely incorporated townships, or the entire state.  In another case, the authors used administrative cost percentages for a huge agency such as FSSA that delivers significantly different services and applies this undocumented rate to an underestimated valuation of poor relief disbursements.  

Cost-effectiveness, cost-benefit analyses, efficiency analyses (data envelopment analyses or stochastic production functions), impact analyses and process analyses are all valid approaches to evaluating proposed changes in government programs or operations.  Each approach has a defined protocol that deals with internal validity (e.g., sample size, sample representativeness, statistical methods, measurement) and external validity - the extent to which findings can be generalized to a broader population.  This study fails to meet even minimal standards of internal or external validity. State legislators and policy makers deserve better quality information on which to base their decisions.  
� These are comments by Professor John Mikesell.  Professor Mikesell is a leading national and international authority on property taxes and tax administration.  He is the author of Fiscal Administration:  Analysis and Applications for the Public Sector, the leading textbook in this field.  He is also editor-in-chief of the journal, Public Budgeting and Finance.
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