Item 5180 HEALTH AND WELFARE / 563
DEPARTMENT OF SOCIAL SERVICES

SUMMARY

- 'The Department of Social Services (DSS) is the single state agency
responsible for supervising the delivery of cash grants and social services
to needy persons in California. Monthly grant payments are made to
eligible recipients through two programs—Aid to Families with Depen-
dent Children (AFDC) and the Supplemental Security Income/State
Supplementary Program (SSI/SSP). In addition, welfare recipients,
low-income individuals, and persons in need of protection may receive a
number of social services such as information and referral, domestic and
gersonal care assistance, and child and adult protective services. The

udget proposes total expendltures of $9.8 billion for programs adminis-
tered by the department in 1989-90. This is an increase of $452 million, or
4.8 percent, above estimated current-year expenditures. Table 1 identi-
fies total expenditures from all funds for programs administered by the
DSS for the past, current, and budget years.

Table 1

Department of Social Services
Expenditures and Revenues, by Program :
All Funds
1987-88 through 1989-90
{dollars in thousands)

: Change From
Actual - Est. Prop. 1988-89

Program 198788  1988-89 198990  Amount  Percent
Departmental support ..........c...oceveiis $218,311  $237,370  $243,298 $5,858 2.5%
AFDC?. .. ivviiienenn, PR 4429055 4,808,662 5082551 273,889 5.7
SSI/SSPP ... vt .. 1846496 2,002,848 2,070,657 67,809 34
Special adult...........cocooeviiiiiin, 2,882 3,309 3,689 380 115
Refugee. ..o oeneeeeniene e 45,322 20,668 17506  —3,163 -153
County welfare department adrmmstra— ’
. [515) (O PO PN 745,382 887,085 959,900 72,815 82
Social services®®........ooevnins e 1,015,112 1,385966 1,420,077 34,111 2.5
Community care licensing ................... 12,662 14,804 15,589 785 5.3

Totals ovveeeiiiiniienieiae $8,315,222 $9,360,712 $9,813,196 $452,484 4.8%
Funding Sources )
General Fund®..........cccoeovveiinvniinn.. $4698320 $5364214 $5638810 $27459% 51%
Federal funds®.............ccoovvviiinin. 3108027 3445555 3589691 144136 42
County funds...............ccocvviviennnnn 498295 530114 - 560,261 30,147 57
Reimbursements®..........ccoeeeivenennn. 8171 12177 11,913 —264 -22
State Childien’s Trust Fund................. 2354 2179 1,707 —472 =217
Foster Family Home and Small Family

Home Insurance Fund. .................. —470 165 556 391 237.0
Life-Care Provider Fee Fund ................ — — 192 192 —°
State Legalization Impact Assistance Grant

Junds.......ooiiiiiiiii 525 6,308 10,066 3758 59.6
@ Includes county funds.

b Excludes SSI federal grant funds.

< Excludes General Fund expenditures for GAIN from Control Section 22 and other funds for GAIN
appropriated in other items in the Budget Bill. Table 9 in our analysis of the GAIN program in Item
5180-151-001 displays all the funds appropriated in the Budget Bill for GAIN.

4 Excludes reimbursements for AFDC.

© Not a meaningful figure.



564 / HEALTH AND WELFARE Item 5180
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Table 2 shows the General Fund expenditures for cash grant and social
services programs administered by the DSS. The budget requests a total
of $5.6 billion from the General Fund for these programs in 1989-90. This
is an increase of $275 million, or 5.1 percent, over estimated current-year
expenditures. =

‘Table 2
Department of Social Services
General Fund Expenditures
1987-88 through 1989-90
(dollars in thousands)

- Ghange From

- Actual Est. .. Prop. 1988-89

Program. 198788 . 1988-89. .1989-90... Amount  Percent
Departmental support .........cccovvvuenn.s $77,770 $81,441 $84,777 $3,336 4.1%
AFDC 2 i e 2,148297 2,337,681 2,506,060 168379 . 72
SSL/SSP .. e 1,835,661 1,990,040 2,055,484 65,444 33
Special adult..............oovin 2,828 3,234 - 3,614 - 380 11.8
County welfare department administration. - 141,491 167,099 179,592 12,493 75
S0Cial SETVICES vovvviviriviiiniecinrieannne. 483,966 775,290 799,239 23,949 3.1
Community care licensing................... 8307 - 9,429 10,044 615 65

Totals cvveeeriinii i $4,608,320 $5,364,214 $5,638,810 $274,596 5.1%

2 Excludes General Fund expenditures for GAIN from Control Section 22 and other funds for GAIN
appropriated in other items in the Budget Bill. Table 9 in our analysis of the GAIN program in Item
5180-151-001 displays all the funds appropriated in the Budget Bill for GAIN.

Department of Social Services
DEPARTMENTAL SUPPORT

Item 5180-001 from all funds , Budget p. HW 177
REQUESEEA 1989-90:...orer oo sies s s s ee s $243,298,000
Estimated 1988-89 ' ' 237,370,000
ACHUAL 198788 .o erererenssninsnsssesos sttt . 218,311,000

Requested increase (excluding amoeunt
for salary increases) $5,858,000 (2.5 percent) .
Total recommended reduction.........c..icecriernnreereceniersecssenns _— : ‘None
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1989-90 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
5180-001-001—Support ' General ‘ $84,593,000
5180-001-890—Support Federal $147,611,000
5180-011-001—Support General 184,000
5180-001-131—Support Foster Family Home and Small 740,000
Family Home Insurance
Less General Fund transfer —. — 184,000
Subtotal, 5180-001-131 - ($556,000)
Reimbursements - 9,178,000
Welfare and Institutions Code Section State Children’s Trust 48,000
18969—Appropriation
Health and Safety Code Section ~ Life-Care Provider Fee 192,000
1793—Appropriation : o
Control Section 23.5—Support ) State Legalization Impact Assis- 866,000
: tance Grant
. Total $243 298,000
- k Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Community Care Licensing—Staffing. Recommend that 568
prior to budget hearings, the Department of Social Services
report to the fiscal committees on how it proposes to
accommodate its licensing workload, given the number of
licensing staff positions proposed in the budget. :

2. AFDC-FC and Adoptions Assistance Programs—Title IV-E 570
Funding Delays. Recommend that the department report at
budget hearings on (a) the steps it is taking to obtain $108
million in Title IV-E funds owed to the state for prior-year
costs in the AFDC-FC and Adoptions Assistance programs,

(b) the additional administrative options available for pur-
suing the funds, and (c) the option of taking legal action to

- recover the funds. : ‘

GENERAL PROGRAM STATEMENT

The Department of Social Services (DSS) administers income mainte-
nance, food stam(fs, and social services programs. It is also responsible for
(1) licensing and evaluating nonmedical community care facilities and
(2) determining the medical/vocational eligibility of persons applying for
benefits under the Disability Insurance program, SupplementaFSecurity
Income/State Supplementary Program (SSI/SSP), and Medi-
Cal/medically neefy program,

The department has 3,587.1 personnel-years in the current year to

.administer these programs. :

OVERVIEW OF THE BUDGET REQUEST

The budget proposes expenditures of $243.2 million from all funds,
including reimbursements, for support of the department in 1989-90. This
is $5.9 million, or 2.5 percent, more than estimated current-year expen-
ditures. Of the total amount requested, $94.7 million is from state funds
($84.8 million General Fund, $9.2 million reimbursements, $0.6 million
Foster Family Home and Small Family Home Insurance Fund, $0.2
million Life-Care Provider Fee Fund, and $48,000 State Children’s Trust
Fund) and $148.5 million is from federal funds. Table 1 identifies the
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department’s expenditures by program and funding source for the past,
current, and budget years.

v Table 1
‘Department of Social Services
Budget Summary
1987-88 through 1989-90
{dollars in thousands)

Change From
: ‘ 1988-89

Program 198788  1988-89  1989-%  Amount  Percent
AFDC-FG&U. ..ovevviiviiiiiiiieiiiiiinenes $14,810  $16,350 $16,723 - $31 2.3%
AFDC-FC ..ot 3,622 3,557 3,757 200 5.6
Child support. ....oovvvvviiiiiniin 9,773 9,661 10,320 659 6.8
SSI/SSP i niii i ' 607 686 725 39 5.7
Special adult............oooiiiiiiiinl -30 316 326 10 32
‘Food stamps............ s RO 20,138 20,783 21,222 439 2.1
Refugee programs............. [T 5,005 6,518 6,269 —249 —338
Child welfare services.............c.covenneee - 4,671 5,017 4,633 —-384 =71
County services block grant................. 1,256 998 1,092 94 94
THSS o vt ie e e e 2,149 2,009 2,087 178 39
Specialized adult services.................... 302 .. 8l 720 =91 -112
Employment programs ...................... 6324 7,001 7,366 365 52
Adopons. ....ovviiniiiie e 7423 7,830 9,118 1288 164
Child abuse prevention....... e, 1,867 2,056 2,148 92 45
Community care licensing................... 32,677 34,655 37355 2,700 78
Disability evaluation .......c.......oevnnnee. 99,390 109,874 112201 2417 22
Administration ..o 8,327 9,248 7076 —=2172 ~23.5

Totals ...t e $218311  $237370  $243,228 $5,858 25%
Funding Sources :
General Fund .......................... s $TTTI0 881441 $84,777 33,336 41%
Federal funds .........c....ccooveniuiiinind 133294 145540 - 147611 2071 14
Reimbursements.............................. 7429 9126 9178 52 06
State Children’s Trust Fund................. 77 45 48 — —
State Legalization Impact Assistance : D

Grant .......cocoviiuveeiinevneenaeainnes 211 1050 866 —184 —175
Fostei' Family Home and Small Family

Home Insurance Fund................... —470 165 556 391 237.0
Life-Care Provider Fee Fund ................ — - 192 192 - —°

2 Not a meaningful figure.

Proposed General Fund Chunges

Table 2 shows the changes in the de afartment s support expend1tures
that are proposed for 1989-90. Several of the individual changes are
discussed later in this analysis.
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Table 2
Department of Social Services
.. Departmental Support
Proposed 1989-90 Budget Changes
{dollars in thousands)

General Other Total
Fund Funds® Funds
1988-89 expenditures (rev1sed) et i $81,441 $155,929 $237,370
Workload adjustments
Expiration of limited-term positions ............... —$1,904 —$1,783 —$3,687
Community care licensing staff—full-year fund- .
ing for positions approved in 1988-89............ 584 35 619
Elimination of one-time costs—disaster relief ..... —2,300 — —2,300
Subtotals, workload adjustments ................. (—$3,620) (—$1,748) (—$5,368)
Cost adjustments _ ‘ '
Employee compensation. .............covveeninenins $2,981 - $4,499 T §7.480
Operating expenses and equipment ............... —559 —402 © 961
Other.....coiviiiiiiii e 731 —=1,017 286
Subtotals, cost adjustments................. eveens ($3,153) ($3,080) ($6,233)
Program adjustments . '
AFDC-FC—establish limited-term positions as
PETMANENE ...ttt ittt $517 $385 $902
Community care licensing staff—caseload
growth ... - 725 43 768
Independent adoptions program increase ......... 800 ' — 800
GAIN—establish limited-term positions as perma- ) -
| S U TS 461 425 886
Life-care contract program increase.........., e — 192 192
Foster Family Home and Small Family Home
Tnsurance Fund.............occoviiiiiinenninnns 184 391 575
Other. ..o e 1,116 —246 870
Subtotals, program adjustments................... ($3,803) ($1,190) . ($4,993)
1989-90 expenditures (proposed) ...........ceveuenne $84,777 $158,451 $243,228
Change from 1988-89: - - Ch g o
AMOUNL. ...ovvviniiiiiiii e .. $3.336 $2,522 $5,858

CPercenit.. ... ' 41% 16% 2.5%
8 Inclu&es federal funds, special fuﬁds, and réi;nbursements.

Proposed Position Changes

The budget requests authonzatlon of 3,872 posmons in 1989-90. This is
a net increase of 78.1 positions, or 2 percent. The increase is due primarily
to (1) the department’s proposal to establish 18 permanent positions to
set rates in the Aid to Families with Dependent Children—Foster Care
(AFDC-FC) program, (2) the addition of 21 positions in the Adoptions
program to reduce backlogs and meet statutory deadlines, and (3) a total
of 16 additional positions in the Community Care Llcensmg (CCL)
program due to projected caseload growth.” All of the decrease—20.5
positions—is due to the 2 peércent unallocated reduction in the 1988
Budget Act. Table 3 d1sp1ays the position changes for 1989-90

1978859
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DEPARTMENTAL SUPPORT—Continuved
Table 3

Department of Social Services
Proposed Position Changes

1989-90
: Total
Existing Proposed __Net Changes
Program Positions Reductions Additions Positions Amount Percent
AFDCFG & U.......coovvvveinennn, 2784 =31 2.7 278.0 —04 —-0.1%
AFDC-FC ........... e 61.3 —-24 211 ~86.0 24.7 403
Child support...........coveiiinnnn 91.0 — 76 986 76 84
SSI/SSP ..veiiiiiii e, 2 82 — -_— 82 — -
Special adult......................... 6.3 — — 6.3 - =
Food stamps........cccevvviunniannns 284.4 =30 26 2840 - —04 -01
Refugee programs
Cash assistance.................... 380 —_ 05 385 .05 13
Social services..........c.cc........ 35.8 —-25 05 . 338 - —20 . 56
Targeted assistance ............... 6.0 — — 60 — -
Child welfare services .............. 739 -12 1.1 73.8 —-0.1 -0.1
County services block grant........ 26.9 - — 269 — -
41.3 0.7 0.1 40.7 —06 -15
122 —_ —_ 122 — —
9.6 — — 96 — —
749 -01 15.1 80.9 15.0 20.0
171.6 " —04 21.6 1928 21.2 T 124
Child abuse prevention............. 326 — — 326 — —
Community care licensing.......... 666.3 -54 16.2 - 6771 10.8 16
Disability evaluation ................ 1,750.8 -17 19 1,751.0 02 0.0
Administration ...................... 1244 — 16 1260° 16 13
CTotals coevniii i 3,7939 —20.5 98.6 38720 781 2.1%

ANAlY_SIS AND RECOMMENQAT|ONS ‘
Budget Proposal Does Not Reflect Change in the Licensing Caseload

We recommend that prior to budget hearings, the department report
to the fiscal committees on how it proposes to accommodate its
Community Care Licensing (CCL) workload, given the number of
licensing staff positions proposed in the budget. '

The budget proposes an additional $768,000 ($725,00 General Fund)
and 17 positions for the CCL due to a projected 3.5 percent increase in
the number of licensed community care facilities in 1989-90. The
department estimates that the number of facilities will grow from 40,447
in 1988-89 to 41,855 in 1989-90. . L - foe

. The 17 positions (16 licensing positions and 1 legal position) proposed
in the budget represent roughly half the number of positions the CCL
estimates would be needed to handle the increased caseload. Specifically,
based on workload standards developed by the Department of General
Services in 1986, the CCL estimates tEat it would require an additional 32

ositions and 1.5 additional legal staff. The department reports that the
ﬁwer staffing level is due to “financial constraints.”

According to the department, the CCL will need to reduce licensing
activities in order to respond to the increased caseload with less than the
necessary staff. The CCL is currently in the process of identifying those
activities that are not statutorily mandated, for review and possible
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elimination. The department advises that these reductions could include,
for example, elimination of the preapplication process for all facilities or
a return to one annual visit per year in residential care facilities for the
elderly rather than the two annual visits that the CCL division has been

making since the Governor’s Seniors’ Initiative of 1984. If necessary, the

CCL would also identify statutory workload changes and seek legislation
to revise these requirements. . : : S

- In order to assess the CCL staffing level proposed in the budget, the
Legislature will need to have the department’s specific plans to reduce its
licensing activities. We therefore recommend  that prior to budget
hearings, the department advise the fiscal committees on how it proposes
to accommodate its licensing workload, given the number of licensing
positions proposed in the budget. o

Cost of ‘Indeper‘identAdopiions Program Could be Offset by Fees

The budget proposes expenditures of $9.1 million ($8.2 million General‘
Fund) for support of the Adoptions program. This is an increase of $1.3-

million ($1.2 million General Fund), or 16 percent, over current-year
expenditures. This increase is primarily the result of the department’s
proposals to reduce backlogs in the Relinquishment Adoptions and
Independent Adoptions programs. Specifically, the department proposes
an increase of $416,000 ($333,000 General Fund) to reduce backlogs in the
Relinquishment. Adoptions program and a General Fund increase of
$800,000 to reduce backlogs in the Independent Adoptions program. The
Relinquishment Adoptions program provides services to children in
foster care. The Independent Adoptions program provides adoption
services to birth parents and adoptive parents when both agree on
placement and do not need the extensive assistance of an adoption
agency. S : o , ~

Our analysis indicates that the department’s proposal to.augment staff
in the:Relinquishment Adoptions program has merit for two reasons: (1)
adoption ‘provides a more- stable and secure family environment for
children than does foster care and (2) adoptive placement of these
children would result in General Fund savings in the long-run because
adoption eliminates the need for monthly foster care grants. In addition,
we- believe that the department’s proposal to increase staff in the
Independent Adoptions program is justified because without additional
staff; the department is currently unable to meet the statutory time
frames for processing independent adoptions cases. :

In a separate report entitled Summary of Recommended Legislation
(Legislative Analyst’s Office Report No. 89-4) ;' we point out that it would
be appropriate to permit the DSS to charge adoptive parents in the
Independent Adoptions program a fee to cover. the costs of operating the
program for three. reasons: (1) the benefits from an independent
adoption accrue primarily to the adoptive parents, the child-and the
natural parents, (2) the use of fees to support the Independent Adoptions
program could ‘make .the program more responsive to the needs of
adoptive parents; and (3) fees for independent adoptions would not
create a barrier for most prospective adoptive parents:in the program. In
addition, we note that the DSS currently charges fees to prospective
adoptive parents in the Relinquishment Adoptions program. If the
Legislature decides to adopt legislation to permit the DSS to charge fees
in the Independent Adoptions program, the revenues generated by the
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fees could be used to offset the General Fund costs of the Independent
Adoptions program. : '

Federal Funding Delay Has General Fund Impact

We recommend that the department report to the Legislature prior to
budget hearings, on (1) the steps it is taking to obtain $108 million in
Jederal funds owed to the state for prior-year costs in the AFDC-FC and
Adoptions Assistance programs, (2) the additional administrative
options it has for pursuing the funds, and (3) the option of taking legal
action to recover the funds. , : S

The federal Adoption Assistance and Child Welfare Act of 1980 (P.L.
96-272) created Title IV-E of the Social Security Act, which provides
funds for federally eligible children in foster care and adopted children
with special needs. Specifically, under Title IV-E states may claim federal
financial participation (FFP) for-the AFDC-FC and Adoption Assistance
programs at the rates of (1) 50 percent for the costs of foster care grants
and adoption assistance payments to federally eligible children, (2) 50
percent of certain administrative costs, such as determining foster care
eligibility and recruiting foster family homes, and (3) 75 percent of staff
training costs associated with these programs. According to the DSS,
however, Title IV-E funds are not paid to thé state on a timely basis.
Specifically, the department advises that the federal government is $108
million in arrears in its Title IV-E payments to the state. The arrearages
date back as far as 1981-82. :

The delays the DSS experiences in receiving Title IV-E funds tie up
General Fund resources. This is because, in order to cover the full federal
share of the costs of the AFDC-FC and Adoption Assistance programs, the
DSS must annually “borrow” funds from the General Fund. For example,
the budget proposes General Fund expenditures of $1.1 million in the
Social Services program item (Item 5180-151-001) and $90,000 in the DSS
Departmental Support item (Item 5180-001-001) to recruit, train, and
provide support services to foster parents for infants in four counties who
are drug exposed or who test positive for the virus that causes AIDS. We
estimate that at least $200,000 of the costs of this proposal should be
funded by Title IV-E. In fact, the DSS advises that it will eventually
receive federal reimbursement for these costs. In the meantime, how-
ever, the department proposes to cover the entire cost of the proposal
with the General Fund resources. According to the department, this is
necessary because it will not receive reimbursement for the costs of the
proposed pilot project until after the close of the budget year. v

Receiving Title IV-E funds on a timely basis would free up Genera
Fund resources, which the Legislature could use for its priorities in this
or other program areas. Thus, we believe it is important that the
department pursue all of the options available to ensure that the state
receives the $108 million that is currently in arrears, as well as prompt
reimbursement for costs in the future. The department advises that it has
pursued several administrative remedies to this situation. Specifically,
since 1981-82, the department has made countless appeals and protests to
the Department of Health and - Human Services, yet.the amount: in:
arrears has continued to grow. It is not clear to us what further
administrative options the gépartment has for resolving this matter. If
the department has, in fact, exhausted all of the administrative avenues
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of appeal, the only remaining alternative would be to take legal action in
federal court. We therefore recommend that the DSS advise the fiscal

. committees (1) as to the steps it is taking to obtain the federal funds owed
to the state for prior-year IV-E program . costs, (2) the. additional
administrative options that it has for pursuing the funds, and (3) the
option of taking legal action to recover the funds.

Department of Social Services
AID TO FAMILIES WITH DEPENDENT CHILDREN

Item 5180-101 from the General
Fund and the Federal Trust

Fund . , ‘ ‘ ‘ Budget p. HW 166
Re’quested 1989-90......cuciieiiiiceerriessersn st esae e enenni .$4,883,678,000
Estimated 1988-89 .........cccovvennnne recrreetesreterenesenerirenesaes renserseressnses 4,614,645,000
ACHUAL 1987-88.......ccvcernrrrririernerisresesesssssssesesssssssssessesssssssesssesesersses 4,241,512,000

‘Requested increase $269,033,000 (+5.8 percent) .
Recommendation pendmg ................ ereerretseeterenerernensaernerenserernaes 4,883,678,000
1989-90 FUNDING BY ITEM AND SOURCE » v
Itern—Description . Fund " - Amount
5180-101-001—Payments for children General $2,506,060,000
5180-101-890—Payments.for children Federal ©2,373,232,000
Control Section 23.50—local assistance State Legalization Impact Assis- - 4,386,000

_tance Grant -
 Total B $4,883,678,000
o : o : . : Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS ' page

1. Aid to Families with Dependent. Children (AFDC) Esti- 577
mate. Withhold recommendation on $4.9 billion ($2.5 billion .
‘General Fund) pending review of revised estimates in May.

2. AFDC-Foster Care (AFDC-FC). Recommend that prior to 584
budget hearings, the department provide the Legislature
with options for developing and implementing (a) an
alternative group home rate-setting system-and (b) a group
home level-of-care assessment system.

3. AFDC-FC. ‘Recommend that the Health and Welfare 587
Agency report at budget hearings on the placement options
for ‘children who will no-longer be eligible for foster care
services as a result of Ch 1485/87..

4. Child Support Enforcement—Los Angeles County. Recom- . 596
mend that the Legislature adopt supplemental report lan- -

_guage requiring the Department of Social Services (DSS) to
g:velop a three-year an to improve the performance of
* the county’s child support enforcement program. - :

5. Child Support Enforcement—Performance Model. Recom- = 598 .

mend that the Legislature adopt supplemental report lan- '
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AID TO FAMILIES WITH DEPENDENT CHILDREN—Continued
guage requiring the DSS to (a) incorporate its performance
standards model for child support enforcement into the state
plan and (b) outline in the state plan the specific actions that .
the department will take if counties with below-standard -
gerformance do not show improvement within the time
ames outlined in the plan. o
6. Child Support Enforcement—Automation. Recommend that 599
the DSS report to the Legislature during budget hearings on
the costs and benefits of implementing (a) a state-operated
automated child support system compared to (b) a county-
operated automated system, and the options for funding the
nonfederal share of costs.

GENERAL PROGRAM STATEMENT : : .

‘The 'Aid to Families with Dependent Children (AFDC) program
provides cash grants to-certain families and children whose income is not
adequate to provide for their basic needs. Specifically, the program
provides grants to needy families and children who meet the following
criteria. , o

AFDC-Family Group (AFDC-FG). Families are eligible for grants
under the AFDC-FG program if they have a child who is financiall
needy due to the death, incapacity, or continued absence of one or both
parents. In the current year, an average of 520,944 families will receive
grants each month through this program, . P Lo

AFDC-Unemployed Parent (AFDC-U). Families are eligible for
grants under the AFDC-U program if they have a child who is financially
needy due to the unemployment of one or both parents. In the current
year, an average of 71,404 families will receive grants each month through
this program. '

AFDC-Foster Care (AFDC-FC). Children are eligible for grants under
the AFDC-FC program if they are living with a licensed or. certified.
foster care provider under a court order or a voluntary agreement
between the child’s parent(s) and a county. welfare or probation
department. In the current year, an average of 50,448 children will
receive grants each month through this program. B

In addition, the Adoption Assistance program provides cash grants to
parents who adopt children who have special needs. In the current year,
an average of 6,740 children will receive assistance each month through
this program. ’ ' . :

OVERVIEW OF THE BUDGET REQUEST ’ ; o
The budget proposes expenditures of $4.9 billion ($2.5.billioni from the
General Fund and $2.4 billion in federal funds) for AFDC cash grants in
1989-90. This amount includes $4.4 million in Control Section 23.50 for
assistance to newly legalized persons under- the federal Immigration
Reform and Control Act (IRCA). The budget does not propose to provide
the statutorily required cost-of-living adjustment (COLA) to AFDC
grants for AFDC-FG and U households. The cost of providing an
estimated 4.79 percent increase would add an’additional $219 million
($105 million General Fund) to AFDC-FG and U grant costs in 1989-90.
The total General Fund request for AFDC grants repréesents an in¢rease
of $168 million, or 7.2 percent, above estimated 1988-89 expenditures.



Recipient Category

Unemployed parent ...................
Foster care.............ocoevininins ‘"
- Adoptions program ...................
" Child support incentive payments to

Time-expired. ......ccovviirinennnnn.

Table 1

Expenditures for AFDC Grants by Category of Recuplent S

Actual 1.98:7?88 )

1987-88 through 1989-90
(dollars in thousands)

Emmated 1988—89

Proposéd 1989—.90

State Federal
$1,586,225 $1,726,399

284,304 311,801

331951 115,740

County - Total — State - Federal
$205409  $3518,033. §1,695987 - $1,829,349
36,866 632971 330998 371,308
- 47601 433753 138619

< County — Total - Siate Federal
-$196,103 -$3,644,432 81715754 $1,883,021

39,920 742926 - 314331 - 388913

192830 0 595202 527982 163378 !

_County ~ Total
"$206,912. - °$3,805,687

37925 TAL169
27188 . 719,148

1578 505 — W88 21l 86l —  oo7ei 28063 126l ¢ — 46T
W31 S5 44565 —4408 19609 - 34053 5360 S Bas A0 643 —
-84218 91805 10067 186050 93890 L7980 —1Ll44 - —202962 103273 108515 12330  —904197

$2,148297  $2,003215°

($176,145) ($191,679)
— (80028)

$187543  $4499055 $2,337.681 $2.216964°

(421,352 ($3é9;176) ($202,943)  ($220,947)
= __(800%) = . (81.404)

$194017  $4,808,662 $2,506,060 - $2,377,618°

(($24484) ($448.374) " ($217,656) (s236973)

—(81404) — (841%9)

$198.873 - $5,082,551

($6.259) ($480,888)
— (841%)

$2,148207  $2,003.215

$187,543  $4,429,055 ~ $2,337,681 - $2,276,964

e Includes State Legalization Impact Assistance Grant.(SLIAG).‘

$194017 44,808,662 $2,506,060 $2,377,618

$198.873  $5,082551
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As shown in Table 1, total eerndltures from all funds for AFDC cash
grants are budgeted at $5.1 billion in 1989-90. This is $274 million, or 5.7
percent, above estimated current-year expenditures.

The AFDC-FG program accounts for $3.8 billion (all funds), or 72
percent, of total estimated grant costs under the three major "AFDC
programs (excluding child support collections). The Unemployed Parent
pro%ram and the Foster Care program each account for 14 percent of the
tot

Table 2 shows the factors resultmg in the net increase of $274 million
from all funds proposed for the AFDC program in 1989-90. As the table
shows, the largest cost increases projected for the budget year include:

e A $172 million ($77 million General Fund) increase for an antici-
pated caseload growth of 4.2 percent and 0.7 percent, respectively, in
the AFDC-FG and AFDC-U programs.

o An $86 million ($69 million General Fund) increase in the AFDC-FC
program that is attributable to a nearly 12 percent group home
caseload increase and a nearly 11 percent increase in the average
grant paid to group home providers.

e A $30 million ($17 million General Fund) increase in the AFDC-FC
program due to an antlclpated growth of 12 percent in the foster
family home caseload.

e A $12 million ($5.5 million General Fund) increase due to increased
grant costs as a result of changes required by the federal Family
Support Act of 1988

Table 2

Department of Social Services
Proposed 1989-90 Budget Changes for the AFDC Program
(dollars in thousands)

General Fund All Funds

1988 Budget Act........vvveeeierennnn. e s $2,307,002 $4,770913
SLIAG. ..ottt . e . — 9,095

Totals, 1088 BUAGEt ACt ........vereeeeeeeeireeieeseseieaiaeeeennns $2,307,002 $4,780,008

Adjustments to appropriations:
AFDCFG & U

Reduction in caseload eshmate. . .............................. —$15,441 —$38,836
Ch 1353/87 (homeless assistance) .. 13,709 30,164
Reestimate of GAIN savings 7,139 17,226
Other ad]ustments . —4,324 6,704
SLIAG ..o ietiii ittt vt e ce e e e st e enans — —6.271
Subtotals, AFDC-FG & U......cccovvvevinininiienininnnnnn. e ($1,683) (—$4,421)
AFDC-FC foster family home
Caseload decrease. .........vveevreniienieiineieireriienineenenss —$394 —$2,487
SLIAG .. ettt e e e e aeas — 8
(07017 S P PP PPN 2,242 3,996
Subtotals, AFDC-FC foster family home....................0e0 ($1,848) ($1,517)
AFDC-FC group home :
Caseload INCrease . .......oevvveiinineiiiiinienieiiiineeneis $11,907 314,712
Rate increase...............coevviveinns et rreriaaeaeans 15579 17,393
SLIAG ...c ittt i e e e e - 6
(001 1T S S SO U T OOt 4110 5,775
Subtotals, AFDC-FC group home...........cocvevvnineneninnnnn. . ($31,596) ($37,886)

AFDC-FC severely emotionally disturbed (SED) children ....... $28 $651
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Child support enforcement program

Increased COLECHONS. ... vu.vvuies eriniinieineiiiiieienes e T —$2.085 o _$6617
Increased incentive payments................. e 2,028 =
Subtotals, child support enforcement program...... FRTOTTOU (—$957) - (—$6,617)
Adoption Assistance program..i.:......coceevirererrneriereneernenes —~$395 —$362
Refugee program reduction ...........ccviieviieiininniiinenn, -3,214 —
Total adjustments to appropriation..............cccovevvvvnnensenn. $30,589 $28,654
1988-89 expenditures (revised) ............. s ierereeneia. $2,337,681 $4,808,662
1989-90 adjustments: - :
AFDC-FG & U :
Caseload increase ..........cooiiieeriiiiviiiieiieniineiarii., . $76,561 $171,746
COUTE CaSES . .2 e vt ieeeeeieenetien i eeveie e i e e iaeerrasiennss -1,018 —2.241:
Increased GAIN savings ............. eeererreieeeaarerraryes ~9,326 ~20,600
Minimum Wage ..........coveeriiiieinnerianneneenien RO —423 . —936
Income & Eligibility Verification Systern e 280 —620
Mother /Irifant POGIam .......oioviennne o —329 =135
SLIAG ....................... e C—- 1,436
- Other.....icooiniiiiiiss S SOOI 1,297. —
Subtotals, AFDG-FG & U.'o.oeieieiees i o ($66,482) ($148,050)
AFDC-FC foster family home :
Caseload increase...............oovveeennit S TP ~ $17316 - $30,208
SLIAG .....ovrvieeiereineareesseeesiaestessieenes SO - 60
. Other....... P P s 23 . —468
Subtotals, AFDC-FC foster family home...................... e ($17,339) (}$’29,800)
AFDC-FC group home
Caseload Increase ...........o.covvvvineiiiiiiieininn, $33,124 $43,067
Rate increase................. e e . 35,767 43,112
SLIAG: ..t e : : - _— ’ 52
(0] O PP O PSP PR So199 296
Subtotals, AFDC-FC group home.:..........c.......ooills ($69,090) ($85,935)
AFDC-FC SED children.................... PP ) - $7,800 $8,2]J
Refugee program reduction ........eeviereneinnn befeie. T $L1I8 L
Child support enforcement program B : o ]
Increased collections..........cccvvvviiieiiiiniiiiiieeniiiniinnn. —$9,444 —$21,165
Increased incentive payments............cooovrvenninnniiiiinens 3,564 —_
Subtotals, child support enforcement program.......... FUTRR (—$5,880) (—$21,165)
Adoption Assistance program . . e T $6,930 $10,910
Family Support Act....... I A _ . 5500 o 12148
Total adjustments................. DN $168,379 $273,889
1989-90 expenditures (proposed) ..........oovvvvreiniiniiieiniin. $2,506,060 $5,082,551
Change from 1988 Budget Act:
AIMOUNL . ..eviietiniiit it e $198,968 $302,543
Percent ........ivvuvvuvineenineininineineninieisnes e 8.6% - .6.3%
Change from 1988-89 estimated expendltures .
Amount....... S R S $168,379 $273,889
Percent.................. T O 7.2% - 5.1%

These increases are partially offset by reductions attributable to: '

o Increased child support collections of $21 million ($9.4 million
General Fund).

» Increased grant savings of $21 million ($9.3 million General Fund)
due to the continuing phase-in of the Greater Avenues for Indepen-
~dence (GAIN) program.
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AID TO FAMILIES WITH DEPENDENT CHILDREN—Continued

The $274 million increase proposed for 1989-90 represents a 5.7 percent
increase over the department’s revised estimate of expenditures in.the
current year. The level of expenditures proposed in the budget, however,
is $303 million, or 6.3 percent, above the amount approprlated by the 1988
Budget Act. .

Increases in Current-Year AFDC Grant Costs The department
estimates that AFDC expenditures in the current year will exceed the
amount appropriated in the 1988 Budget Act by $29 million ($31 million
General Fund). The main factors contributing to this net increase include
(1) -$32 million ($27 million General Fund) for higher-than-anticipated
foster care caseloads ($15 million) and rates paid to prov1ders (817
million), (2) $30 million ($14 million General Fund) in higher-than-
anticipated costs to provide housing assistance to homeless AFDC
families, and (3) lower-than-estimated grant savings from the GAIN
program, resulting in a $17 million ($8 million General Fund) increase in
AFDC expenditures: These increases are partially offset by expenditure
reductions of $39 million ($15 million General Fund) -due to-lower-
than-anticipated caseloads for the AFDC-FG and U programs. Specifi-
cally, the department has reduced AFDC-FG and AFDC-U estimated
caseloads by 2.4 percent and 4.5 percent, respectlvely, below the levela
anticipated when the 1988 Budget Act was'adopted. -

Caseloads

Caseload Growth. Table 3 shows that in 1989-90, the Department of
Social Services (DSS) expects AFDC caseloads to increase by 68,692
persons, or 3.8 percent, from the revised estimate of caseloads in. 1988-89
As the table shows, this increase reflects an addition of 58,500 persons, or
4.2 percent, in the AFDC-FG program, an increase of 2,400 persons, or 0.7
percent in U caseload, and an increase of 6,142 chlldren or 12 percent in
the AFDC-FC program :

Table 3

Department of Social Services
" Aid to Families with Dependent Children
Average Number of Persons Receiving Assistance Per Month
1987-88 through 1989-90

: Change From ~
Actual Est. Prop: ~1988-89 .-
Program R ... 198788 . 1988-89 . 1989-90  Amount  Percent
AFDC-family group.........c..cvuuenn. eeees 1,376,909 1,398,500 1,457,000 58,500 42%
AFDC-unemployed parent .................. 334,402 335,600 . -338,000. - -2400 07
AFDC-foster care ..... e ren e rraeaas . 44682 | 50,448 56,590 6,142 122
Adoption assistance ............c.ooeniennnns 5384 . 6,740 8390 . 1650 . .-245°
Refugees® .......ocoveviiiniiiin ) .
—Time-eligible............. e COB50TT)  (32,348)  (30764) (=1584) - (—49)
—Time-expired........ oo, (186070)  (200534)  (214909) (14375). - (1.2)

Totals .....vvvvivvinvirniniiiiin 1,761,377 1,791,288 1,859,980 - 68,692 . 38%

 Grants to refugees who have been in the United -States 24 months or less (time-eligible) are funded
entirely by the federal government. Time-expired refugees—those who have been in the United
States longer than 24 months—may qualify for and receive AFDC grants supported by the normal
sharing ratio.



Item 5180 HEALTH AND WELFARE / 577

ANALYSIS AND RECOMMENDATIONS .
AFDC Estimates are Expected to Change in May

We withhold recommendation on $4.9 billion (3$2.5 billion General
Fund and $2.4 billion federal funds) requested for AFDC grant
pag]/(lnents pending receipt of revised estimates of costs to be submitted
in May. e e

The proposed- expenditures for AFDC grants in 1989-90 are based on
the  prior year’s actual caseloads and costs, updated to reflect the
department’s caseload and-cost projections through 1989-90. In May, the
department will present revised estimates of AFDC costs based on actual
caseload grant costs through December 1988." Because the revised
estimate of AFDC costs will be based on more recent and accurate
information, we believe it will provide the Legislature with a more
reliable basis for budgeting 1989-90 expenditures. Therefore, we withhold
recommendation on thé amount requested for AFDC grant costs pend-
ing review of the May estimate. :

AID TO FAMILIES WITH DEPENDENT CHILDREN-FAMILY GROUP AND
o ' " UNEMPLOYED PARENT ’
Grant Levels and COLAs: . .

The maximum grant amount received by AFDC-FG and U households
varies according to the number of persons in the household who are
eligible to receive aid—the “family size.” For example, in 1988-89 a family
of four can receive up to $788 per month, while a family of two can
recéive up to $535. The actual amount of the grant depends on the

“household’s other income and expenses for such items as child care.

Statutory COLA Requirements. Existing law requires that the AFDC-
FG and U grant levels be adjusted, effective July 1, 1989, based on the
change in the California Necessities Index (CNI) during calendar year
1988. The Commission on State Finance is required to calculate the CNI,
which is based on December-to-December changes in inflation indexes
reported for Los Angeles and San Francisco. At the time this analysis was
'Frepared, the commission’s calculation of the actual change in the CNI

‘for calendar year 1988 was not available. The commission’s preliminary
estimate of the change is 4.79 percent. ‘
. Budget Proposes to Suspend Statutory COLA. The budget assumes
enactment of legislation to waive the requirement for a COLA for
"AFDC-FG and U grants in 1989-90. Table 4 displays the AFDC-FG and U
grants for 1988-89 and for 1989-90 with no COLA (the Budget Bill
“proposal) and with a COLA of 4.79 percent. :

Table 4

Maximum AFDC-FG and AFDC-U Grant Levels
1988-89 and 1989-90 )

1989-9%0

: R Yo Budget Proposal Statutory
Family Size S ' 1988-89 . - "(No COLA) Requirement®
| DO Ll $326° - < $326 $342
D e 535 535 561
K 663 663 695
S 788 788 826
| PO e 899 ’ 899 942

® Assumes a 4.79 percent COLA, effective July 1, 1989, based on the estimated CNI.
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AFDC-FG Estimate. The department’s estimate of 1988-89 and 1989-90
AFDC-FG caseloads consists of two separate  estimates—one for ‘Los
Angeles County and one for the remaining 57 counties. The final caseload
projection is the sum of these two estimates. The department’s method-
ology responds to a recent divergence in caseload trends that: has
occurred between Los Angeles and the remaining 57 counties. Specifi-
cally, between January 1987 and June 1988, Los Angeles County experi-
enced a caseload decrease of 7.4 percent while caseloads for the remam
ing 57 counties increased by 6.2 percent.

The decline in Los Angeles County’s AFDC-FG caseload appears to be
related to the enactment of the federal Immigration Reform and Control
Act (IRCA) of 1986. Spemﬁcally, it appears that a significant number of
individuals in Los -Angeles who were eligible for amnesty under IRCA
voluntarily removed their. children from the AFDC program. Appar-
ently, these md1v1duals removed their children from aid to avoid
jeopardizing their chances of obtaining the permanent residency status
that they would be eligible for after the amnesty period.

Chart 1 displays actual AFDC-FG caseloads during the period January
1984 to October 1988 for Los Angeles County and for the remainder of the
state. As the chart shows, beginning in January 1987, Los' Angeles
County’s caseload began to decrease while the caseload in the remainder
of the state continued to increase steadily. The chart also displays the

Chart 1

AFDC-FG Caseload . ‘
Los Angeles County and All Other Counties
January 1984 through June 1990 (in thousands)
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department’s caseload projection for the period. November 1988 through
June 1990. The projection assumes that Los Angeles County’s caseload
continued to decline until January 1989, at which point it would have
resumed the growth trend it had experienced prior to January 1987. The
department’s estimate of caseload for the remaining 57 counties is based
on actual caseload in those counties during the period July 1985 through
June 1988, ' s :

Our review indicates that the department’s method of estimating the
AFDC-FG caseload .is reasonable. However, it is not clear whether the

-recent downward trend in Los Angeles County’s caseload has, in fact,

reversed itself beginning in January 1989, as assumed by the department.
The additional months of actual data that will be available when the
Legislature reviews the May revision should show whether this reversal
in Los Angeles County’s caseload has, in fact, occurred.

AID TO FAMILIES WITH DEPENDENT CHILDREN-FOSTER CARE

Overview. The Aid to Families with Dependent Children-Foster Care
(AFDC-FC) program gays for the care provided to children by guard-
ians, foster parents, and foster care group homes. Children are placed in
foster care in one of four ways: : .

o Court Action. A juvenile court may place a child in foster care if the
child has been abused, abandoned, or neglected and cannot be safely
returned home. Until January 1990, a court may also place a child in
foster care if the child is beyond the control of his or her parent(s)
or guardian (s). Effective January 1, 1990, however, Ch 1485/87 (SB
243, Presley) deletes this provision of law. In addition, probate courts
place children in guardianship arrangements for a variety of reasons.

o Voluntary Agreement. County welfare or probation departments
may place a child in foster care pursuant to a voluntary agreement
between the department and the child’s parent(s) or guardian(s).

¢ Relinquishment. A child who has been relinquished for adoption
may be placed in foster care by an adoption agency, prior to his or
her adoption. L . s E

o Individualized Education Program. Since July 1986, an individual-
ized education program (IEP) team may place a child in foster care
if it determines that the child (1) needs special education services,
(2) is severely emotionally disturbed (SED), and (3) needs 24-hour
out-of-home care in order to meet his or her educational needs.

Children in the foster care system for any of these reasons can be
placed in either a foster family home or a foster care group home. Both
types of foster care facilities provide 24-hour residential care. Foster
family homes must be located in thé residence of the foster parent(s),
provide service to no more than six children, and be either licensed by
the DSS or certified by a Foster Family Agency. Foster care group homes
are licensed by the DSS to provide services to seven or more children. In
order to qualify for.a license, a group home must offer planned activities
for children in its care and employ staff at least part-time to deliver
services.

Budget Proposal. The 1989-90 Budget proposes total-expenditures of
$719.1 million ($528.0 million from the General Fund, $163.4 million in
federal funds, and $27.8 million in county funds). The total General Fund
request for AFDC-FC represents an increase of $94.2 million, or 22
percent, above estimated 1988-89 expenditures.
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AID TO FAMILIES WITH DEPENDENT CHILDREN—Continued - :

Chart 2 dxsplays ‘expenditures from all funds for foster carée benefit
payments since 1983-84. In addition, the chart shows expenditures for
SED children since 1986-87. In 1986-87, the DSS began separately
accounting for the SED program. Prior to the enactment of Ch 1747/84
and Ch 1274/85, SED children were placed in foster care through court
action and the DSS counted them within the total foster care caseload.
The SED children aré placed in both family homes and group homes.
According to the DSS, however the majority of these children are in
group homes. . g

Chart 2

Foster Care Annual Expenditures®
1983-84 through 1989-90 (dollars in millions)

$800 Il Family homes
700 - ~ 3 Group homes

' Serious} Emotlonally
600 4 ) D Dlsturbe)cl:l (SED) children’

500
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300
200
1004

83-84 84-85 8586 8687 8788 8889  89-90
: . : : est. prop.

@ ncludes state, federal, and county funds. -

As the chart:.shows, foster care expendltures have grown rap1d1y over
the previous five years and the budget anticipates that this rapid growth
will continue in 1988-89 and 1989-90. Specifically, expenditures from all
sources for foster care -have grown from $235.8 million ($170.5 million
General Fund) in 1983-84 to a proposed $719.1 million ($528.0 million
General Fund) in the budget year. This represents an increase.of 205
percent during the- seven-year penod which is. an average annual
increase of 20 percent. . .

Foster Family Home Expendlfures—Growih Results From Increusmg :
Caseloads ‘

Chart 2 shows that foster fam1ly home expendltures have 1ncreased
from $97.1 ‘million ($64.6 million General Fund) in 1983-84 to an
estimated $250.4 million ($157.9 million General Fund) in the budget
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year. This represents- an average annual growth of 17 percent. This
growth is: primarily the result of the increased number of children in
family homes. For example, :the DSS estimates that the foster family
home caseload will increase by 12 percent from 1988-89 to 1989-90, while
expenditures for the program will increase by 13 percent during the same
period. According to the DSS, the slight difference between the growth
in caseload and the growth in expenditures is attributable to (1) an:
increase in the number of foster family homes that receive specialized
care rates for children who have special needs, such as substance-exposed
infants, and (2) an increase in the number of foster family homes that are
supervised by foster family agencies, which pay higher-than-average
foster family rates. ’ ' o

Our analysis indicates that this increase in the foster family home'
caseload is the result of two factors:

o More Children Entering the Child Welfare Services (CWS) Pro-
. gram. The DSS estimates that the number of reports of abuse and
neglect that county CWS workers will have investigated during the
period July 1983 through June 1990 will have increased from 15,000 to .
39,200 per month, an increase of 161 percent. This increase in reports
will result in an increase in the number of investigations which, in
turn, will result in more children being placed in foster family homes
because -most of the children who are placed in these homes
_ originally come into care as a result of abuse or neglect.
o Longer Length-of-Stay of Children in Foster Care. Data provided
" by the DSS suggest that the average length of time that children
spend in foster care has increased in recent years. Specifically, the -
DSS estimates that the length of stay in foster care increased from
18.1 months in October 1987 to 19.6 months in October 1988.

Foster Care Group Home Expenditures—Growth Results from Increased
Caseload and Rate Increases .

The budget proposes $444.1 million ($346.7 million General Fund) for
the costs of maintaining children in foster care group homes in 1989-90.
This represents an increase of $85.9 million ($69.1 million General Fund),
or 24 percent, as compared with estimated current-year expenditures.
Chart 2 shows that group home éxpenditures have grown substantially
since 1983-84. Specifically; the chart shows that these expenditures will
increase by 220 percent over the seven-year period, which is an average
annual growth rate of 21 percent. Our analysis indicates that this increase
is attributable to two factors: caseload growth and group home rate
increases. ‘ i o ;

" Group Home Caseload Growth. The factors that lead to the increased
number of children in foster family homes—incréased CWS caseloads and
longer lengths of ‘stay—have similarly contributed to an increase in the
number of children in foster care group homes. Specifically, we estimate
that the foster care group home caseload has grown'at an average annual
rate of 9.1 percent since 1983. The budget anticipates a caseload growth
of nearly 12 percent from the current to the budget year. o

‘Group Home Rate Increases. Chart 3 shows that the average monthly
rate of reimbursement for children in group homes has increased
substantially in recent years. Specifically, the chart shows that these rates
have increased from an average of $1,653 per child in 1983-84 to an
estimated $3,015 per child in 1989-90. This reflects an increase of 82
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percent during the seven-year period, which is an average annual growth
rate of almost 11 percent. As-discussed later in this analysis, this average
growth masks .a c0n81derable amount of ‘variation in the rates pald to
group homes. , :

Chart 3

Average Monthly Foster Care Group Home
Reimbursement Rate Per Child
1983-84 through 1989-90 (dollars in thousands)
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and 1985-86 COLAs removed

Why Have Group Home Roies Increased°

The increase.in average group home rates shown on Chart '3 is
particularly striking because most of the increase is unrelated to the two
cost-of-living adjustments (COLAs) provided to group homes during the
period shown in the chart.. Spemﬁcaﬁ , the Budget Acts of 1984 and 1985
provided a 9.21 percent and a 4 percent COLA to group home providers,
respectively. No COLAs have been provided since the 1985 Budget Act.
The chart shows that if the impact of these COLAs on rates is-removed,
the rates would still have.increased from $1,653 per month. per child in
1983-84 to $2,655 per month per child in 1989-90, which is an average
annual increase of 8 percent. Our analysis indicates that this increase is
due to two factors: (1) an increase in the number of group home beds
that provide higher levels of service and (2). an influx of newer, more
expensive homes into the system.

Increase in Higher Service Level Beds. The DSS advises that at least
part of the reason that group home rates are growing is because an.
increasing proportion of the group home caseload is being cared for in
homes that . provide a hlgher level of serv1ce The department categorizes
group homes into four “peer groups” based on the intensity of the service
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that they provide. In ascending order of service intensity, these peer
groups are: the family model, the social model, the psychological model,
and the psychiatric model. Table 5 displays the number of new homes
that opened in each peer group in 1987 and the average occupancy in
these homes. As the table shows, most of the beds in these new homes
were at the highest level of service. Specifically, new psychiatric model
group homes cared for an average of 837 children per month or almost 63
percent of the children who received care from new homes in 1987, while
there were no new beds provided in the family model group homes.

Table 5

Department of Social Services
New Foster Care Group Homes
By Type of Home and Average Occupancy

1987
Type of -Provider :
Psychiatric  Psychological Social Family = Total
Number of new homes............ 25 27 28 — 80
Percent of total.................. 31% % - 35% — 100%
Average morithly occupancy ...... 837 346 - 152 —. 7 133
Percent of total.................. 63% | 26% . 11% - 100%

Influx of Newer, More Expensive Homes Into the System. The DSS
sets rates for “new” homes differently from the way it sets rates for
“existing” homes. “New” homes are homes that have never provided
foster care before or homes that open new programs. For example, a
home that begins. providing care to different categories of children than
it served in the past is considered to be a new home. “Existing” homes are
those that have been in operation for at least 12 months, with no change
in their programs.

The DSS sets a rate for a new home based on the home’s actual costs in
its first six months of operation (the rate for the first six months is based
on the average rate paid to homes in that peer group). The DSS does not
actually set a rate.for existing homes. Instead, for each fiscal year, these
homes receive the rate they received in the previous year plus any COLA
Erovided in the Budget Act. Since the last Budget Act to provide a group

ome COLA was the 1985 Budget Act, many group homes will receive the
same rate in 1989-90 that they received in 1985-86. o

Chart 4 compares the average rates paid to new homes during calendar
year 1987 with the rates paid to existing group homes. As the chart shows,
new group homes received substantially higher rates than did existing
homes in the three highest peer groups. There were no new group homes
opened in the family model peer group, the lowest level of service, and
least expensive peer group. The chart also shows that the overall average
monthly rate per child for all new group homes in 1987 was $973, or 47
percent, higher than the rate paid to existing homes. '

What Are the Legislature’s Options for Improving the Grou.p Home
Rate-Setting System and Ensuring Appropriate Group Home Placements?

As we have noted above, the department’s estimate indicates that
group home costs will have increased by an average annual rate of 21
percent during the period 1983-84 through 1989-90. While some of the
group home cost increases of recent years resulted from  the overall
increase in the number of children in foster care, a substantial amount of
the increase is due to two factors: a disproportionate increase .in the
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caseload placed in the higher levels of care and an increase in the average
cost of care within each of the three highest levels of care.

Chart 4

Average Group Home Reimbursement Rates Per Chlld
New v. Existing Homes
1987 (dollars in thousands)

$3.5 1
30 4 D Existing homes
25 |
2.0 1

1.5 1

1.0 .

0.5 |

Psychiaic Psychological ~ Sodial Family® Al

2 There ware ho new family model peer §r6up homes opened in 1987.

Therefore, in order to control group home costs in the future and to
ensure an adequate supply of group home beds at each level of care, the
Legislature w1?l have to address two issues: rate setting and level-of-care
assessments for children in foster care.

Rate Setting

We recommend that the department report to the fiscal committees
prior to budget hearings, on the options for developing an alternative

group home rate-setting system, including a standardzzed schedule of
rates and negotmted rates.

The department’s existing group home rate-settmg system has several
major flaws. Specifically, our analysis indicates -that the department’s
rate-setting system:

o Penalizes Existing Providers. Many ° ‘existing” group homes have
not received a rate increase since 1985-86, despite the fact that the
average rate paid to all group homes has gone up 35 percent since
.1985-86. The result has been that these homes have had to absorb
inflationary increases in their costs of doing business. -

. o Provides No Incentive for New Homes To Economize. The current
rate-setting system actually provides incentives for new providers to
operate at high cost for their first six months of operation, because
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rates paid in subsequent years are based on their first six months of
operation.

" Does Not Control Total Program Costs. The department’s rate-setting
system attempts to control Frogram costs by freezing rates for existing
homes. While the practice of not providing a COLA to group home rates
may appear to be a cost control strategy, it has not actualfy controlled
costs. The state’s demand for group home beds has simply outstripped the
supply of beds in existing homes, with the inevitable result that the
cl>s\)/er 8%5 price of beds has gone up, despite the lack of a COLA since

85-86. i .

We believe that a foster care rate-éetting sysfem based on the following
criteria- would be preferable to the current system:

o Equity. Establish the same rates for homes: that offer the same

services, regardless of when the home came into existence.

s Appropriate Service Levels. Set rates that encourage providers to

supply an adequate number of beds at each level of service.

o Economy. Set rates that give providers incentives to offer services

economically.
o Control Costs. Establish procedures to control the total costs of the
foster care group home program, while meeting the other criteria.

Our analysis indicates that there are two basic options for group home
rate setting that could meet these criteria: a standardized rate schedule
and negotiated rates. -

Standardized Rate Schedule. Under a rate-setting mechanism that
reimburses providers based on a fixed schedule of rates, group home
facilities would be classified into peer groups based on the levels of
services that they provide; the peer groups could be the same peer
groups. that the department currently uses, or the department could
estainish more peer groups in order to more accurately reflect the
different levels of care needed by the foster care population. The
department would establish one rate for each peer group; all of the
homes in the group would be paid the same rate. The rate for each peer
group would initially be based on cost data for the homes in the group,
but the department would have to adjust the rates over time in order to
maintain an adequate supply of beds at each level of service. ‘

Negotiated Rate-Setting Mechanism. Under a negotiated rate-setting
system, the DSS would negotiate rates with individual providers. The

epartment’s objective in negotiating rates would be to ensure an
adequate supply of beds within each peer group at the lowest feasible
cost. In addition to ensuring an adequate supply of beds at each level of
service, this method would encourage providers to offer services eco-
nomically, because they would effectively have to bid against each other
for the right to offer group home services.. The major drawback of
negotiated rate setting is that it would be administratively difficult for the
department to negotiate rates with an estimated 367 group home
providers in'the state.

‘We believe that either of these two options would be preferable to the
department’s current rate-setting system. In addition, the department
may be able to develop other options for improving on the current group
home rate-setting system. We therefore recommend that the DSS report
to the fiscal committees at the time of budget hearings on the options for
developing an alternative group home rate-setting system, including a
standardized schedule of rates and negotiated rates. ' '
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Level-of-Care Assessment

We recommend that the DSS report to the fiscal committees prior to
budget héarings on (1) its evaluation of the potential for a foster care
level-of-care assessment system to ensure that children receive the
appropriate level of care and (2) the specific options that are avazlable
Jfor developing and implementing such a system.

Currently, the department has no system for controlling which level of
care is provided to individual children in foster care. The department’s
regulations require county social workers to seek' the least restrictive
setting possible for each child, but social workers often have to make
placement decisions based on the care that is available rather than on the
care that the child actually needs. Moreover, there are currently no
written criteria that social workers can use in assessing whether a child
needs family home care or group home care, or which of the four levels
of group home care a child needs. .

In light of the increasing proportion of the caseload that has been
placed in higher service level group homes in recent years, the depart-
ment should evaluate the potential for creating a system to dssess the
actual needs of children in foster care. Under such a system, the DSS
would establish written guidelines for social workers to use in assessing
the level of care that children need. The social worker would record the
child’s assessment in the case file and in the Foster Care Information
.System, which is the system that the DSS uses to track children in foster
care. Social workers could use the assessment to make placement
decisions. The department could use the data from the assessments to
identify shortages in group home beds at each level of care. Ultimately,
the department coulg use this data, in conjunction with its rate-setting
system, to encourage an adequate supply of beds at each level of care. We
therefore recommend that the department report to the fiscal commit-
tees prior to budget hearings on (1) its evaluation of the potential for a
foster care level-of-care assessment system to ensure  that children
receive the appropriate level of care and (2) the specific options that are
available to the Legislature for developing and implementing such a
system. .

Growth in Severely Emotionally Disturbed (SED) Expenditures Reflects
Implementation of Ch 1747/84 and Ch 1274/85

The budget proposes $23.4 million from the General Fund for the costs
of maintaining SED children in foster care in 1989-90. This represents an
increase of $7.8 million, or 50 percent, above estimated expenditures in
the current year. The proposed increase is due entirely to an estimated
50 percent increase in the SED caseload. Specifically, the DSS estimates
that the number of children in the SED program will increase from an
average of 525 children per month in the current year to 788 per month
in the budget year.

We believe that the estimated increase in the costs of the SED program
is subject to substantial error for two reasons. First, at the time that the
department prepared the estimate, there was only a limited amount of
caseload data available. Spemﬁcally, the department believes that, al-
though the SED program became effective July 1, 1986, some counties
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may have had difficulty implementing the transfer of ¢ligible children
from regular foster care to SED status. For this reason, it would not be
appropriate to use caseload data for 1986-87. Thus, the department’s
estimate is based on only one year of data—1987-88. We believe that the
department’s May estimate of SED caseload will be more ‘reliable than
the current estimate because the department will have additional months
of data with which to project budget-year caseloads. '
Second, the department’s estimate assumes the average reimburse-
ment rate Erovided for SED ‘children will remain constant from -the
current to the budget year. It seems likely, however, that the reimburse-
ment rate for SED children will grow in the current and budget years,
because most of these children are placed in group homes. The depart-
‘ment anticigates that the average rate. of reimbursement paid to group
home providers will grow by 11 percent from the current to the budget
year. We therefore recommend that the department reflect the pro-
jected group home rate increase in its May estimate of SED costs.

Budget Includes Funding for Children Who Will Not Be Eligible For Foster
Care Under Current Law

We recommend that the Health and Welfa}e Agency (HWA) repé}t
at budget hearings on the placement options for children who will no
longer be eligible for foster care services as a result of Ch 1485/87,

The budget includes expenditures of $15.0 million ($12.2 million
General Fund, $2.8 million federal funds) for foster caré grants to
approximately 500 children who were placed in foster care because the
courts determined that they were beyond the control of their parents or
guardians. Most of these children have been in foster care for several
years. ' ‘

Effective January 1, 1990, Ch 1485/87 (SB 243, Presley) will delete the
rovision of law that allowed the courts to place children in foster care
ecause “they are beyond the control of their parents.” Thus, these

children will not be eligible to continue to receive AFDC payments after
January 1; 1990. The department advises that these children also will not
qualify for grants under the SED portion of the foster care program
because they do not require foster care placement for educational
reasons. : : :

It is unclear what the placement options will be for these children after
January 1990. Under existing law, these children cannot remain in foster
care and the department will not have the statutory authority to spend
the funds included in the budget for their board and care in the last -half
of 1989-90. The department advises that it included a full year of funding
for the care of these children because it recognized that some provision
would have to be made for their care. ’

When it enacted Chapter 1485, the Legislature recognized that new
placement options were necessary to meet the needs of these children.
Specifically, Chapter 1485 required the HWA to report by January 1, 1989
on its recomimendations for a program to meet the treatment needs of
emotionally disturbed children in foster care who do not qualify for the
SED program, At the time this analysis was prepared, however, the HWA
had not issued the required report. We therefore recommend that the
HWA report to the fiscal committees at the time of budget hearings on
its recommendations for an alternative treatment system for emotionally
disturbed children in foster care. The report should include a recommen-
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dation for how to use the balance of the funds proposed in the DSS’
budget to cover all .or part of the costs of caring for these children.

vFosier Care Estimate Does Not Include Fiscal Effect of Four County Pilot
Projects .

The budget proposes. General Fund expenditures of $1.1 million in the
Social Services programs item (Item 5180-151-001) and $90,000 in the DSS
Departmental Support item (Item 5180-001-001) to.recruit, train, and
provide support services to foster parents for infants in four counties who
are drug exposed or who test positive for the virus that causes AIDS. This
proposal is part of a proposed pilot project to be administered by the
Department of Health Services, the Department of Alcohol and Drug
Programs (DADP), and the DSS.  (Please see our discussion of this
proposal in our analysis of DADP’s budget, Ttem 4200-001-001.) The
department advises that foster parents in these four counties will receive
supplemental foster care rates that will cost an additional $6.2 million in
total funds ($3.5 million General Fund) in 1989-90. The department
believes that these costs will be at least partially offset by savings that will
result because more drug-exposed infants will be placed in family homes,
rather than in more expensive group homes or in hospitals, as a result of
the pilot. However, the budget does not include either the additional
costs for the supplemental foster family home rates or the potential
savings that may result from the pilot. We recommend that the depart-
ment include an estimate of these costs and savings in its May revision.

CHILD SUPPORT ENFORCEMENT

Background. The child support enforcement program is a revenue-
-producing program administered by district attorneys’ offices throughout
California. Its objective is to locate absent parents, establish paternity,
obtain court-ordered child support awards, and collect payments pursu-
ant to the awards. These services are available to both welfare and
nonwelfare families. Child support payments that are collected on behalf
of welfare recipients under the AFDC program are used to offset the
state, county, and federal costs of the program. Collections made on
behalf of nonwelfare clients are distributed %irectly to the clients.

The child support enforcement program has three primary fiscal
components: (1) administrative costs, (2) welfare recoupments, and (3)
incentive payments. The administrative costs of the child support
enforcement program are paid by the federal government (68 percent)
and county governments (32 percent). Beginning on October 1, 1989, the
federal share of administrative costs will decrease to 66 percent and the
county share will increase to 34 percent. Welfare recoupments are shared
by the federal, state, and county governments, according to how the cost
of AFDC grant payments are distributed among them (generally 50
percent federal, 44.6 percent state, and 5.4 percent county). -

Counties also receive “incentive payments” from the state and the
federal government designed to encourage counties to maximize collec-
tions. The incentive payments are based on each county’s child support
collections. In federal fiscal year 1989 (FFY 89), the federal government
pays counties an amount equal to 6.5 percent of AFDC collections and 7
percent of non-AFDC collections, while the state pays an amount to each
county equal to 7.5 percent of its AFDC collections. In addition, the state
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pays counties $90 for each paternity that they establish.

Fiscal Impact of Program. As Table 6 shows, the child support
enforcement program is estimated to result in net savings of $77 million
to the state’s General Fund in 1989-90. The federal government is
estimated to spend $47 million more in 1989-90 than it will receive in the
form of grant savings. California counties are expected to experience a
net savings from the program of $18 million in 1989-90.

Table 6

Department of Sacial Services
Child Support Enforcement Program

1989-90
(dollars in thousands)
. General Federal County
e Fund Funds Funds Total
Program costs
County administration: ....... e eeetraeeana, — . $l10492 $55,712 $166,204
AFDC....oiiiiiiiiniiiiiicinenaeenams ST o (74,030) (37,327) (111,357)
NON-AFDC.....oveeeeeeeceeeeeeeeeeen (36,462) (18,385) (54,847)
State administration ......... 6,870 — 10,200
Incentive payments * ' 38,210 —61,413 -
Savings : : '
Welfare collections®....... veeieeriaieiaienas ) —108,515 —12,339 —294,127

Net fiscal impact ...........cocovviiniinin $47,057 —$18,040 —$§47,723

2 Does not include welfare collections for children in other states.
b Incentive payments include AFDC and non-AFDC.

The table does not show one of the major fiscal effects of the child
support enforcement program, its impact on AFDC caseloads.. To the
extent that child support collections on behalf of non-AFDC families keep
these families from going on aid, they result in AFDC grant avoidance
savings. While AFDC grant avoidance is one of the major goals of the
child support enforcement program, it is not shown in the table because,
unlike the other fiscal effects of the program, there is no way to directly
measure the savings that result from grant avoidance.

Collections and Recoupments. The major objective of the .child
support enforcement program is to assure- the collection of support
obligations. Therefore, one measure of the performance of the program
is its:total collections. Table 7 shows the change in statewide collections
of ‘child support from 1982-83. through 1987-88. As the table shows,
statewide collections increased at an average annual rate of 10 percent
during this period. :

.Although total collections are an important indicator of program
performance, collection data alone do not measure the extent to which
the program reduces the amount of public funds spent on welfare. A
commonly used measure of program success in this regard is the
percentage of AFDC grant expenditures actually recouped through the
child support enforcement program (the “recoupment rate”). Table 8
shows the recoupment rate from.1982-83 through 1987-88. During this
period, the state recouped an average of 6.1 percent of state, federal, and
county expenditures through the child support enforcement program.
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Table 7
Department of Social Services
Statewide Child Support Collections ®
1982-83 through 1987-88
(dollars in millions)

Annual

- Total Percent

AFDC Non-AFDC  Collections  Increase
1982-83. .. it e $151.5 $112.5 $264.0 —_

1983-84. .. i e ireiiet e 1582 125.8 284.0 7.6%
1984-85. . i e 1748 142.9 3177 11.9
1985-86. .. e rititiiite et ‘1872 160.0 3472 9.3
1986-87 ..t e 198.1 189.3 3874 116
1987-88... et iiiiie e ieiei e 212.6 213.7 426.2 10.0

Average annual IICTOASE ..o viueeinteennttiantentteineeentetsteitiaensiaeeneenss 10.0%

2 Data provided by Child Support Management Information System, Department of Social Services.
Figures for 1987-88 do not tie to Governor’s Budget because of differences in the accounting and
reporting of the data.

- Table 8

Department of Social Services
Child Support Enforcement “Recoupment Rates” ®
1982-83 through 1987-88

Recoupment

Year ~ Rate
198283 ettt 6.3%
1983-84 . ..niiiniiiti e e 62
1984-85 .. nininiiiii e 58
1985-86........ S PO PP PP P 6.3
1986-87 ...eninenitit ittt e 6.1
198788 .oeeniiniit it e e 6.2

AVerage rate .......ovvei i - 6.1%

2 AFDC collections as percent of grant expenditures.

State Performance Given Grade of “C” by Congress

A recent report by the House Ways and Means Committee of the U.S.
Congress provides a useful comparison of California’s performance in the
child support enforcement program with the performance of other states.
The report, entitled Chzlf Support Enforcement: A Report Card, was
released in October 1988. The purpose of the “report card” was to
evaluate the administration of the child support enforcement program by
the federal government and the states and territories.

The report card assigned grades to each state based on the state’s
performance for both welfare and nonwelfare cases in five key areas of
the child support enforcemerit program: (1) paternity establishment, (2)
collection rates, (3) cost-effectiveness, (4) interstate collections, and (5)
impact on AFDC costs. These data were grouped into these five
categories and weighted equally. States were assigned scores for each
performance indicator bas (31 on a standard normal curve, similar to the
curve frequently used by teachers to grade students. The scores were
aggregated and each state was assigned an overall grade. v

The report assigned a grade of “C” to California and ranked the state’s
performance 34th among 54 states and territories (Michigan’s program
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received an “A” and ranked first in the nation). California’s program was
not noted as being particularly strong or weak in any specific area.

State Faces a $23 Million Penalty From the Federal Government

- The U.S. Department of Health and Human Services (DHHS) recently
completed an audit of California’s child support enforcement program to
determine whether the state is in compliance with requirements of Title
IV-D of the Social Security Act, which is the federal statute that governs
the program. The audit, which reviewed the program during FFY 86,
concluded that California has not complied substantially with the federal
requirements.

According to the DHHS, the California program is out of compliance
with federal regulations and procedures in seven areas, and barely met
the criteria in three others. Most of the criticism contained in the audit
centered around the lack of specific procedures or required actions on
child supé)ort cases. The audit identified ineffective or inadequate
automated systems as the principal reason for the lack of action on cases.
The report concluded that these weaknesses need to be addressed in
order to. ensure program effectiveness and satisfactory results in future
audits (we discuss the issue of the automation of the child support
enforcement program in greater detail below).

Potential Penalties in the AFDC Program. Because the state was
found to be out of compliance with federal requirements, the DHHS
assessed a penalty against the state equal to 1 percent of the federal funds
under the AFDC program for each quarter that the state is found to be
out of compliance. Consequently, on an annual basis, the state could lose
up to $23 million in I_{'ederal funds. The penalty has been held in
abeyance and the DHHS has notified the DSS that the penalty will be
waived if the state comes into compliance by March 1989.

Corrective Action Plan. The DSS submitted a plan to the DHHS in
January 1989 to take corrective action to bring the state into compliance
with federal regulations and procedures. The plan requested the DHHS
to suspend the penalty for one year (which is permitted under federal
law) while the plan is implemented. The DSS advises that it expects the
DHHS to approve the plan and waive the penalty until November 1989.
At the time this analysis was prepared, however, the DHHS had not
approved or denied the plan.

If the state is still not in compliance after the corrective action period,
the state will lose 2 to 3 percent of federal funding for AFDC (up to $70
million annually). If the state remains out of compliance after a third
review, the penalty will increase to 3 to 5 percent. (up to $120 million
annually). TIl)1e potential loss of federal funds is not reflected in the
budget for either the current year or the budget year.

Review of Individual County Performance

The child support enforcement program is administered by the district
attorney in each county in California. Because of the decentralized
nature of the program, the only way for the overall performance of the
state to improve in this program is to improve tﬁe performance of
individual counties. We believe that it is important for the Legislature to
closely monitor the program to improve program performance for two
reasons. ' ' .

First, the child support enforcement program is a revenue-producing
program that has a positive net fiscal effect on the General Fund. In
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addition to recouping General Fund costs for the AFDC program the
child support enforcement program has the added advantage of AFDC
grant avoidance savings to the extent that collections on behalf of
non-AFDC families keep these families from going on aid. The program
also has a positive net fiscal effect on the counties because they also
benefit from incentives and recoupments.

Second, monitoring individual county performance is -unportant ‘in
order for the state to ensure that each county and the state as a whole are
in compliance with federal requirements, especially -since failure ‘to
comply can result in multi-million dollar loses of federal funds in the
AFDC program. :

In order to assist the Leglslature in overseemg the program and
monitoring individual counties, we reviewed and rankeg the perfor-
mance of all 58 counties in California. We believe that this ranking
provides a reasonable gauge with which to judge each: county s perfor—
mance.

Methodology for Ranking County Performance. In rankmg county

performance, we relied on a methodology similar to the one used in the
Congressional “report card” described above. Specifically, we rated each
county on eight separate criteria. Because the primary purpose of the
child support enforcement program is to recoup AFDC grants, our
methodology included several variables related to collections and recoup-
ments. We also included variables that measured performance for the
-nonwelfare caseload, paternity establishment, and admmlstratlve costs.
Specifically, we 1nclu(f) d the following criteria:

o Recoupment Rate. We calculated the 1987-88 recoupment rate by
determining the percentage of total AFDC grant expenditures in the
county actually recouped through the program. The 1987-88 data are
the most recent data available.

o Collections Per Child, Welfare and Nonwelfare. Using 1987-88 data,
‘we calculated the average welfare collections per child for children

-living in the county who are on AFDC and the average nonwelfare
collections per child for non-AFDC children living in the county. -

e Increase in Collections. We determined the percentage increase in
collections (both welfare and nonwelfare) between 1986-87 and
1987-88. This variable indicates whether a county’s performance is

~improving or deteriorating. " -

o Cost-to-Collections. We calculated a cost-to-collections ratio for each
- county by dividing a county’s total welfare collections in 1987-88 b

the administrative costs in the same year for the welfare caseloa(f
We determined a similar ratio for nonwelfare cases. This measure is
significant because federal incentives are based on cost-to-collectlons
ratios.

o Paternity Establishment. Currently, district attorneys must establish
the paternity of children before they can obtain a child. support
order. Although establishing paternity may not be cost-effective in
the short run, it may be highly cost-effective in the long run. This is
because younger fathers with relatively low-income when. their
children are born may experience income increases over time. In
order to rank counties on their success in estabhshmg paternity, we
calculated the ratio of paternities established in 1987 to the number

“of children born out of wedlock in 1986. We used data from two
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different years because establishing paternity is often a time consum-
ing process that cannot be accomplished within the year of a child’s

birth.

"We rated counties on each variable and developed a composite score
and ranking. Each variable was weighted equally, as were the variables
used to develop the Congressional “report card.” In order to make the
comparison more meaningful, after completing the composite scoring,
we divided counties into four groups, based on county population. These
groups are the 13 largest counties, 15 medium-sized counties, 15 small
counties, and 15 very small counties. Chart 5 shows how the counties rank
within each of the four groups. :

Chart 5

Ranking of County Performance
In the Child Support Enforcement Program*
1987-88

EDIUM-SIZED COUNTIES

VERY SMALL COUNTIES

] Merced .........cooen... 5.0 THNIY covieaececronsnan 5.4
Fresno .......ccoer..... 3.8 | Shasta .....coceeeeee, 44 ' wene 8. Calaveras . .52
San Bernardino ....3.6 | San Luis Obispo ...4.1 { Humboldt .. ...53 | Modoc......ccceemnen. 50
Contra Costa ........ 3.5 [ Sonoma ......ccsivenee 4.1 | Tuolumne .....cccces 5.2 | Plumas .46
San Francisco ...... 3.1 | SantaBarbara ......3.9 | Madera ...........c..... 4.7 | INYO.rerceeececsrrenns 4.6
Orange ......coceesnsens 3.0 | Placer ......counnerenee 3.6 | El Dorado . .46 | Glenn.. wendd

‘| Riverside .... Stanislaus ............. 36 | Nevada ..... .44 | Lassen ..38

-| San Diego... Santa Cruz ........... 3.5 | Yuba.... .42 [ Alpine ....cccovrneieee 37
Alameda ..... Buitte .... Lake .... ...4.2 | SanBenito............3.6
Santa Clara Solano . Sutter ... ....4.0 | Del Norte ...... .. 3.6
San Mateo ...... Kem..... Yolo .......... 3.8 | Mariposa... ....3.2
Sacramento .... Marin Mendocino 3.7 | Colusa .....cecerverrena 32
Los Angeles........... 1.7 | Tulare Imperial.......cecne. 3.7 | Amador..... ...2.8

San Joaquin KiNGS wovusreeeeeessnnes 36 | Mono ... w27
Monterey .........e.... 26 | Tehama......ccceuuee. 35 | Sierra.....ccceienas 15

2 Scores are composites of eight performance measures. In order to make the composite meaningful, we rated each
cgm on each performance measure on a scale of one to ten, and took the averages of these ratings. Groupings are
b on county population. .

Los Angeles County's Poor Performance is Costing the State Millions of
Dollars , :
As Chart 5 indicates, the performance in Los Angeles County ranks

worst among the large counties. In fact, Los Angeles’ performance
ranked 57th among all 58 counties in California. The county’s perfor-

mance was consistently near the bottom in each of the eight criteria. The
highest ranking the county received in a single category was in admin-

istrative costs of AFDC collections, in which the county ranked 32nd out
of 58. , :

While child support collections among all counties increased by 10
percent between 1986-87 and 1987-88, collections in Los Angeles County
increased by less than 2 percent. At the same time, the rate of
recoupment of AFDC grants for Los Angeles was less than half the
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average. rate of the other counties and about one-fourth the rate of
Ventura County, which had the best performance rating among large
counties. Although Los Angeles has approximately 40 percent of all
AFDC cases in the state, its collections in 1987-88 represented only about
21 percent of the state’s total collections in that year. -

Performance of Los Angeles is Important to the State. Because of its
size, the performance of Los Angeles is vital to the overall performance
of the state’s child support enforcement program. For example, if Los
Angeles’ recoupment rate for 1987-88 had been up to the average of the
other counties, the state would have received an additional 322 million
in- General Fund revenues and the county would have received an
additional $3 million from welfare collections, while the children of
non-AFDC families living in the county would have received an addi-
tional $25 million in child support. If Los Angeles had done as well as
Ventura County in 1987-88, the state would have received an additional
$60 million in General Fund revenues and the county would have
received an additional $7 million from welfare collections, while the
children of non-AFDC families would have received an additional $41
million in child support. Historically, however, Los Angeles has pulled
down the average statewide recoupment rate. Chart 6 displays this trend.

Chart 6

AFDC Child Support Recoupment Rates®
1983-84 through 1987-88

%y
.8 -
. ) . All other
. : counties
7 -
6 I»Total state‘ -
5
4 Los Angeles
. County
1983-84 1984-85 1985-86 1986-87 1987-88

8 AFDC collections as a percent of grant expenditures.

The DSS has recognized the importance of improving-performance in
Los Angeles County. Specifically, the department has assigned additional
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staff to monitor the county’s performance and provide technical assis-
tance and has required the county to submit performance data on a
monthly basis.

What Accounts for the Poor Performance of Los Angeles? » :
Although it is not possible to determine all of the reasons for. Los

Angeles’ poor performance, both the county and the DSS suggest that

two factors—lack of an adequate automated system and a loss of
staff—have significantly hampered the county’s performance. .

Lack of Automation. Los Angeles County’s performance is severely
handicapped by its limited automation capabilities. Because of the
limitation of the system, which has been in use since 1979 and provides
little more than word processing, much of the work that is accomplished
by coinputers in other counties must be done manually by the staff in Los
Angeles. ' ' ' ’

The way the county handles child support orders that are in arrears
f)rovides an excellent illustration of the inefficiencies that result from the

ack of an adequate automated system. When a child support order is in
arrears, the district attorney must take legal action in court to enforce the
order and collect the awards. In counties with automated systems, a
computer can generate a list of payments to demonstrate that an account
is, in fact, in arrears. In most cases the courts accept such information as
evidence because of the high level of confidence that they have in the
counties’ automated systems. In Los Angeles, however, all arrearages
must be certified manually by a team of auditors because of the limited
capability of the county’s automated system. This not only slows the
process of collecting delinquent awards, it also diverts valuable staff
resources from other collection activities. :

County Proposal to Contract Out the Operation of the Program to a
Private Vendor Has Resulted in a Loss of Staff. Another reason for the
poor performance of Los Angeles County is the severe loss of staff in the
District Attorney’s Bureau of Child Support Enforcement during the past
two years. According to the DSS, the bureau has lost more than 24
percent of its staff since 1986. Chart 7 compares the bureau’s staffing
changes over the period July 1987 through December 1988 with the
changes in the child support enforcement caseload during the same
period. As the chart shows, the child support enforcement caseload
climbed by about 8 percent while staffing in the bureau dropped nearly
15 percent.

According to both the county and the DSS, the major reason for the loss
of staff within the bureau is the continuing uncertainty regarding:the
county’s proposal to contract out much of the operation of its program to
a private vendor, which has been under consideration since late 1986.
Specifically, the county has proposed to contract out all services, includ-
ing automation and staff services, except for services which require an
attorney.. The DSS advises that no other county in California has
attempted to contract out this level of service in the child support
enforcement program. :

The DSS advises that no existing county staff have been laid off because
of the contracting proposal, but many have left the bureau for other
_ employment in anticipation of a private vendor taking over the operation

of tﬁe program. In adgition, because of the uncertainty, it is difficult to fill
a position when one becomes vacant. :
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Chart7

Comparison of Changes in Active Cases and Staffing o
Los Angeles County Bureau of Chlid Support Enforcement
July 1987 through December 1988
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The contracting proposal was submitted to the DHHS for approval in
October 1988, but was rejected in late January 1989, It is uncertain when,
or if, the proposal will be modified and resubmitted to the DHHS. The
county believes that, if the proposal is eventually approved, it can receive
bids within two months of the approval date. It could take several more
months for the county to award a contract and for a vendor to actually
begin to operate the program. Thus, the county is likely to continue to
find it difficult to maintain staffing levels in the foreseeable future.

The State Needs to Act Immediately to Bring Los Angeles County 's
Performance up to Par

We recommend that the Legislature adopt sup lemental report
language requiring the DSS to develop a three-year plan to improve the
performance of Los Angeles County’s child support enforcement pro-
gram.

As'we have shown, the performance of Los Angeles County in the child
support enforcement program is vital to the state’s overall performance.
In our view, the situation in Los Angeles County has reached critical
proportions and immediate action is warranted to improve the perfor-
mance there. The alternative to bringing Los Angeles County’s perfor-
mance up to par is the continuing loss of General Fund; federal and
county revenues, the continuing loss of support payments to children,
and the risk of additional penalties resulting from future federal audits.

. Existing State Law Provides a Way for the State to Bring Poorly
Performing Counties in Line. Under current state law, the state must
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develop a state plan for the child support enforcement program. The
plan can be changed at any time. Section 11475.2 of the Welfare and
Institutions Code provides that if the Director of the DSS determines that
a county is failing to comply with any provision of the state plan, the
Director may (1) withhold part or all of state and federal funds, including
incentive funds, from the county until the county demonstrates full
compliance with the state plan and (2) notify the Attorney General that
the county has failed to comply. Section 11475.2 requires the Attorney
General to “take appropriate action to secure compliance” upon receipt
of the Director’s notification that a county has failed to comply with the
lan. According to the DSS, the department has never withheld funds
om a county nor notified the Attorney General that a county was not
performing as required in the state plan. ,

DSS Should Develop a Three-Year Plan. In order to improve the
performance of Los Angeles County’s child support enforcement pro-
gram, we believe that the DSS should develop a t}l)lree-year plan, subject
to legislative review, that sets out reasonable goals and objectives and
measurable milestones to gradually bring the county’s AFDC recoup-
ment rate and non-AFDC collections up to at least the average of the
other counties. ' _ '

The plan should identify critical milestones that the county must meet
in each quarter of each fiscal year to demonstrate improvement in the
county’s performance of the program. The plan should also specify the
actions that the DSS will take if these milestones are not reached. Failure
to achieve any of the first four quarterly milestones should result in
financial sanctions, consistent with Section 11475.2 and the plan should
specify how the department will calculate the amounts of these sanctions.
The DSS should also provide for (1) an increase in the amount of the
financial sanctions if the county fails to achieve the milestones after the
first four quarters anid (2) notification of the Attorney General that the
county has failed to comply and a request that appropriate action be
taken to ensure compliance. Because of the critical nature of this
problem, we also recommend that the DSS submit quarterly reports to
the Legislature on the status of the plan and the county’s performance.

Specifically, we recommend the adoption of the following supplemen-
tal report language (Item 5180-101-001): _

The Department of Social Services, in conjunction with Los Angeles County,

shall develop a three-year plan by October 1, 1989 to improve the performance

of the county’s child support enforcement program. The plan shall include
reasonable goals and objectives, which lead to the county gradually increasing
its AFDC recoupment rate and non-AFDC collections up to at least the
- average of other counties by January 1, 1993. In"addition, the plan should

Sﬂecify measurable milestones that the county must meet in each quarter
"~ (beginning with the quarter ending March 31, 1990), and specify the amount

of the financial sanctions.that the DSS will impose; pursuant to Welfare and

Institutions Code Section 11475.2, in the évent that the county fails to achieve

the milestones. The plan shall call for an increase in the amount of the sanctions

that will be applied in the event of continued failure to achieve the milestones
after the first flc))ur quarters covered by the plan and shall require the Director
to notify the Attorney General of the county’s failure to comply if the county
fails to achieve these milestones after the first four quarters. T]ie plan shall not
" become effective sooner than 60 days after it is submitted to the Chairpersons
of the Joint Legislative Budget Committee (JLBC) and the Legislature’s fiscal
committees. In addition, the department shall submit quarterly status reports,
beginning on April 30, 1990, to the JLBC and the fiscal committees on the
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performance of Los Arngeles County and its compliance with the three-year
© plan. TR

DSS Performance Model Should Have Teeth ‘

We recommend that the Legislature adopt supplemental report
language requiring the DSS to (1) incorporate its performance stan-
dards model for child support enforcement into the state plan and (2)
outline in the state plan the specific actions that the department will
take if counties with below-standard performance do not show im-
provement within the time frames outline in the plan, including
graduated financial penalties and notification to the Attorney General
that the county is not in compliance with the state plan. =~
. Although the sheer size of Los Angeles County makes its performance
critical to the success of the state’s overall child support enforcément
program, the performance of other counties is important as well. As
Chart 5 shows, there are significant differences between the performance
scores of the counties. Based on our analysis of county performance, we
believe that there are significant opportunities to increase collections and
improve the performance of counties like Sacramento, San Mateo, and
Santa Clara, whose performance is also substantially below average. -
" The DSS Performance Standards Model. The DSS recently began the
development of a statewide model to improve program performance in
counties. A state-county task force with representatives from the DSS and
Contra Costa, El Dorado, Los Angeles, Marin, Riverside, Sacramento,
Santa Barbara, Santa Clara, and Stanislaus Counties is currently develop-
ing this model. The DSS advises that the results of the project will be
available by April 1989. ' :

Ensuring that Performance Standards Model Will Improve Perfor-
mance. We believe that such a model offers excellent opportunities to
improve performance of the counties by setting performance standards.
At the same time, however, we believe that it is unlikely that such
standards alone will be enough to ensure improvement. In addition, the
department may need to set specific time frames for improvement of
those counties that are below standard and outline actions (such as
financial sanctions) that it will take if performance does not, in fact,
improve. Consequently, we recommend that the Legislature adopt
supplemental report language to instruct the DSS to take the following
steps: - ‘ '

11.)' Incorporate performance standards into the state plan. This will
help ensure that the standards carry the same legal weight as other parts
of the state plan and will enable the state.to take actions against counties
that do not achieve adequate performance. - . - ‘ ,

2. Outline in the state plan the specific actions that the department
will take if counties with below-standard performance do not show
improvement within the time frames outlined in the plan, including
graduated financial penalties and notification to the Attorney General
of noncompliance. In order to ensure that below-standard counties take
the performance standards seriously, the DSS should establish a specific
list of actions that it will take if a county does not comply. In particular,
the state child support enforcement plan should specify how the DSS will
calculate the amounts of financial penalties and when, and under what
circumstances, the DSS will notify the Attorney General that a county is
not in compliance with the plan. . : :
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Therefore we recommend the adoption of the followmg supplemental
report language:

The Department of Social Services shall mcorporate chrld support enforcement
performance standards into the state plan for the program, pursuant to Section
11475 of the Welfare and Institutions Code. The department shall make these
changes in the state plan by March 31, 1990, but in no event shall it make the
changes earlier than 90 days after notlfymg the Legislature of its proposed
changes. The model should include specific time frames with which to gau e
county improvement and compliance with the plan and should outline speci
actions that the department will take if a’county does not demonstrate such
improvement. These actions shall include graduated financial penalties and/or
not;lﬁ(l:atron to the Attorney General of a county s noncompglance wrth the
mode

Federal Welfare Reform Will Require Chunges in Chlld Suppori
Enforcement Program

On October 13, 1988, President Reagan signed the Famrly Support Act
of 1988. The Fam1ly Support Act (FSA)- 'is designed to promote self-
sufficiency among welfare recipients and reduce their dependence on
the welfare system.

The FSA makes several. changes in.  the child support enforcement
program. Althou a%h the precise impact of many of the changes will
depend on federal regulations, which will not be promulgated until later
this year, it is clear that several of the new fe eral requirements will
require changes in California law. Some of these changes will probably
have significant fiscal consequences for the state and countres The FSA
requires states to:

o Develop statewide automated systems for tracking and monitorin,
child support enforcement. operatlons (this reqmrement is drscusse
in greater detail below).

¢ Periodically review an adjust child support awards.

¢ Meet federal paternity establishment standards.

o Collect social security numbers from both parents prior to issuing a
birth certificate for a child.- :

¢ Notify families receiving welfare, on a monthly basis, of the amount
of support collected on their behalf.

o Accept and respond to requests for assistance in specified child

" support enforcement act1v1t1es w1th1n t1me standards to be estab-
lished by the DHHS.

o Initiate automatic wage W1thholdmg for all child support orders.

We discuss these and other changes included in the FSA in a separate

report entitled Federal Welfare Reform in Calzforma A Review of the
Famzly Support Act of 1988 (Legislative Analyst’s Office Report Number
'89-2); which' was published in January 1989. ‘

Department Should Report On Plans for Automation

We recommend that the DSS report to the Legislature during budget
hearings on the costs and benefits of implementing (1) a state-operated
automated child support system compared to (2) a county-operated
‘automated system. Th’:z report should include a review of the costs and
benefits of each option and a discussion of the optzons for fundmg the
nonfederal share of the costs.

The FSA requires states to develop statewrde automated systems for
tracking and monitoring child support operations. Such systems can

20—78859
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provide many services, such as case management, word processing,
accounting, billing,: and data collection. The measure also provides that
the federal government will pay for up to 90 percent of the costs of
automation through September 1995. The systems must be operatlonal by
October 1, 1995.

In our report on federal welfare reform in California (please see p. 12
of the report) we note that automation offers one of the ﬁest opportuni-
ties to increase collections and improve the efficiency of the chﬂg support
enforcement program. In addition; we found that the costs of automation
are more than offset by increased collections.

Our analysis indicates that in order to comply with th1s requlrement
the Legislature has two basic options: (1) establish a state-operated
system or (2) seek a waiver of the requirement for 4 statewide system
and instead require all counties to develop their own systems.

There are advantages to each of these options. Based on our review of
these issues, we conclude that the costs of developing a state-operated
system would be less than the costs to develop sever% county-operated
systems. In addition, a state-operated system could probably be brought
on line faster because the state would have to develop only one system.
A state-operated system also would be easier and less expensive to
maintain than a county-operated system and would be easier to repro-
gram as needed to implement-changes in regulations or federal or state
law. On the other hand, a county- operated system would be more
responsive to local needs.

Because of the importance of automation to the success of the child
support enforcement program and the long lead-time required for
automation E ojects, we recommend that the DSS report to the Legisla-
ture during hearings on the costs and benefits of the options outlined in
the report, as well as the options for funding the nonfederal share of the
costs of automation.

Department of Soclal Servnces

STATE SUPPLEMENTARY PROGRAM FOR THE AGED, BLIND,
AND DISABLED

Ttem 5180-111 from the General
Fund and the Federal Trust”

Fund R Budget p. HW 169
Requested 1989-90..........coeviiresuineisecrennas Je ...$2,070,657,000
Estimated 1988-89 - revesrseersseneaene eeernensasaenas .'2,002,848,000
Actual 1987-88........... irereemssse s s snins s ssss s 1,846,496,000

Requested increase $67, 809 000 (+3 4 percent)

Total recommended redUCHON. ......owrvurrreressmiesssmmsrsssssssssssessssess . None

Recommendation pending ............ic...eeeeeeresmerssenessaenss ersenseaes 2 070, 657 000
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1989-90 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount

5180-111-001~Payments to aged, blind, and dis- - General $2,055,484,000
abled

5180-111-890—Payments to aged, blind, and dis- . Federal == - 12,229,000
abled refugees : )

Control Section 23.50—Payments to aged, blmd State Legalization Impact Assis- 2,944,000
anid. disabled _ tance Grant—Federal
Total L $2,070,657,000
‘ » B N . Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Withhold recommendation on $2 billion from the General 605
‘Fund pending review of revised estimates in May.

GENERAL PROGRAM STATEMENT

The Supplemental Security Income/State Supplementary Program
(SSI/SSP) provides cash assistance to eligible aged, blind, and disabled
persons. A person may be eligible for the SSI/SSP program if he or she is
elderly, blind; or disabled and meets the mcome and resource criteria
established by the federal government.

The federal government pays the cost of the SSI grant. California has
chosen to supp%ement the f%dy ral payment by providing an SSP grant.
The SSP grant is funded entirely from the state’s General Fund for most
recipients. However, the federal Office of Refugee Resettlement pays for
the SSP grants for ehglble refugees who.have been in this country for less
than 24 months. In California, the SSI/SSP program is administered by
the federal government through local Social Security Administration
(SSA) offices.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes an appropriation of $2 billion from the General
Fund for the state’s share of the SSI/SSP program in 1989-90. The budget
also includes $12 million from the Federal Trust Fund to reimburse the
state for the grant costs of refugees and $3 million from the federal State
Legalization Impact Assistance Grant (SLIAG) for grants to newly
legalized persons under the federal Immigration Reform and Control Act
(IRCA). The total proposed appropriations are an increase of $68 million,
or 3.4 percent, above estimated current-year expenditures.

Therbudget also assumes that federal expenditures for SSI grant costs
will be $1.7 billion. This is an increase of $153 million,:or 9.6 percent,
above estimated federal expenditures in the current year. The combined
state and federal expenditures anticipated by the bud%et for the SSI/SSP
program is $3.8 billion, which is an increase of $220 mil ion, or 6.1 percent,
above estimated current-year expenditures.

Table 1 shows SSI/SSP expenditures by category of re01p1ent and by
funding source, for the years 1987-88 through 1989-90.
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Table 1
S$S1/SSP Expenditures
1987-88 through 1989-90
(doilars in thousands)
Percent
Change
Actual Est. Prop. From
1987-88 1988-89 - 1989-90 - 1988-89-
Category of recipient

AGed. oo TTUT s $1,020515  $1,099,805  $1,144940 41%
Blind....cooiiiiiiiiiiiini e 105,961 112,792 117,100 © 38
Disabled .........cccooviiiiiiii 2,168,147 = . 2383959 2,554,848 12
Totals ...ocevreniniiiiiiiie e $3,294623.  $3596,556  $3,816,888 6.1%
Funding Sources ‘
Included in the Budget Bill: ) -
Genetal Fund..............c.c.covviiivnnnn.. 81,835,661 - 81,990,040  $2,055484 33%
Federal funds (reimbursements for ‘
TfULGES) ... 10,685 11,329 12229 7.9
State Legalization Impact Assistance Grant ) .
(SLIAG) .....ccovvniiiiiiiaiiiiiiiian, 150 1479 294 99.1
Subtotals, Budget Bill . ...................... ($1,846496) (32002848). ($3070,657) . . (34%)
Not included in Budget Bill: S -
SSIgrants........c.cocoeeveiiniiiieniininanns 81448127 81593708  $1, 746231 96%
‘Table2
S§SI1/SSP Budget Changes
1989-90
(dollars in millions)
General Fund Al Funds®
1988 Budget Act.........cccovveerenannanen. et ane $2,014.4 .. $3,624.4
1988-89 adjustments to appropriations . .
Lower-than-anticipated caseload growth....................... —$21.1 —$29.2
Baseline change for 1/88 state COLA...........cocviiinienins -11 ~11
Federal reimbursement for refugees........................... -10 -
Refugee program reduction........... e et raaas -12 —_
Newly legalized persons...........cc.cvevrvevnivivenreeinenns ’ — 2
Totals, SUTPIUS. ... oeuevneiieen e —$244 —$28.0
1969-90 adjustments ’ ' :
Increase in caseload..............ooooiiiiiiiii i $88.9 $163.8
Full-yearcostsofllSQstateCOLA........................,.... 11328 132.8
Full-year costs of 1/89 federal COLA ..........cc..ccvvuennene. - =Ti8 —488
1/90 federal COLA (4.8 percent) .........cveueueneunenennnns —T15 -29.7
Federal reimbursement for refugees............cocoooevvniinn. -14 -
Refugee program reduction................ e eresis e 5 —
Newly legalized persons.........coccovvvnirinvieninnns veenes — 2.
1989-90 expenditures (proposed) ..........coeveiiniiiiiiiiinenns $2,0555 - . - - $38169
Change from 1988-89: .........ccviviviriiiiiniiiineiiienineennies
AMOUNE. .. ooietiiiiii e $65.5 $220.5
Percent......c.oveiniiiiiiiiiiiiii e 3.3% 6.1%

& Includes federal SSI payments not appropriated in the state budget as well as General Fund amounts.
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Table 2 shows the factors resulting in the net increase of $220 million in
all funds for the SSI/SSP program in 1988-89. As the table shows,
eﬁenditures from all funds in the current year are estimated to be $28

illion ($24.4 million General Fund) less than the amounts budgeted in
the 1988 Budget Act. For the budget year, the largest projected cost
increases are attributable to: '

e A $164 million ($89 million General Fund) increase to fund an

estimated 4.5 percent caseload growth.

o A $133 million General Fund increase to fund the full-year cost in
1989-90 of the 4.7 percent COLA provided for SSI/SSP grants on
January 1, 1989. '

These increases are .partially offset by a decrease of $155 million in
General Fund costs resulting from COLAs in the federal SSI program and
social security benefits. These increases are counted as increased bene-
ficiary income and thus reduce the state share of grant costs. =~

ANALYSIS AND RECOMMENDATIONS
Eligibility Requirements .

The SSA administers the SSI lFrog:ram. In addition, the SSA will
administer a state’s SSP program if it is requested to do so by the state.
When the SSA administers a state’s SSP program, as it does in California,
federal eligibility requirements are used to determine an applicant’s
eligibility for both the SSI and SSP programs.

To be eligible for the SSI/SSP program, individuals must fall into one
of ‘three. categories—aged, blind, or disabled. In addition, their income
must be below the SSI/SSP payment standard and their resources.cannot
exceed $2,000 for individuals and $3,000 for couples.

General Fund Reversion of $24 Million in 1988-89

The department anticipates that expenditures for SSI/SSP durin,
1988-89 w:ﬁ be below available funds by $28 million ($24 million Gener

Fund), or aEproximately 1 percent. As Table 2 shows, the current-year
surplus in the program is primarily attributable to a $29 million ($21
million General Fund) decrease in costs due to lower-than-anticipated
growth in the SSI/SSP caseload, offset by a $2.3 million increase for grants
to newly legalized persons that were not included in the 1988 Budget Act.

Grant Levels and Cost-of-Living Adjustments

The maximum grant amount received by an SSI/SSP recipient varies
according to the recipient’s eligibility category. For example, in 1989 an
aged or disabled individual can receive +1111) to $602 per month, while a
b%.nd individual can receive up to $673. The actual amount of the grant
depends on the individual’s other income. In addition to categorical
di(gerences, grant levels vary according to the recipient’s living situation.
The majority of SSI/SSP recipients reside in independent living arrange-
ments.

Federal and State COLA Requirements. Cost-of-living increases for
the SSI/SSP grant are governed by both federal and state %aw. As regards
federal law, the SSA amendments of 1983 require California to maintain
its SSP grants at or above the July 1983 level. This means that for aged or
disabled individuals—who represent the largest groups of recipients—the
state must provide at least $157 per month in addition to the SSI grant

provided by the federal government. The SSP grant levels proposed in

the budget exceed those required by federal law.
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Existing state law requires that the total SSI/ SSP payment levels be
adjusted, effective January 1, 1990, based on the change in the California
Necessities Index (CNI) durmg calendar year 1988. The Commission on
State Finance is required to calculate the CNI, which is based on
December-to-December changes in inflation mdexes reported for Los
Angeles and San Francisco. At the time this analySIS was prepared, the
commission’s calculation of the actual change in the CNI for' calendar
year 1988 was not available. The commission’s preliminary estimate of the
change is 4.79 percent.

Budget Proposes to Suspend Statutory COLA. The budget assumes
enactment of leglslatlon to waive the requirement for a state COLA for
SSI/SSP grants in 1989-90. The budget estimates that this will result in
General Fund savings of $138 million in the budget year based on the
estimated increase in the CNI of 4.79 percent.

Table 3

Maxnmum Monthly SSI/SSP Grant Levels
Calendar Years

1989 and 1990
1990
B - Statutory .
Budget Proposal Requirement
1989 (nostate COLA)*® (with state COLA)®
Category of recipient® S D : » »
Aged or disabled ’ )
Individual: ....................... FOPT . o
e $602 ¢ g602 $631
368 : 386 e 386 -
234 : 216 . 245
“Total grant..................... s $1,116 - $1L116 ~$1,169.
£ O 553 s9 519 -
] S . 563 ) 537 . 590
Blind o . o : ' )
Individual: ’ : ' ’ '
Total grant........c.ccoevvvveniinininnannn. $673 - .. . $673 - . o $705. ..
SSI....... eetreeerienrerteianersaniearianes 368 386 386
TSP e, 305 87 319"
Couple: . o _ _
Total Eranti.........ovveereesieereeninn. $1,312 $1,312 $1375.
] P 553 - 579 BRRAEE 579
SSP.. i e 759 133 796
Aged or disabled individual ‘ S ST o
Nonmedical board and care: ) . o
Total grant $678 $678 $710
SSI..... e 368 386 - 386
SSP......... e oot 310 B R '

a Assumes no state COLA in SSI/SSP grants and a 4.8 percent increase in SSI grants January 1, 1990.

b Assumes a 4.79 percent increase in SSI/SSP grants, based on the estlmated CNI, and a 4.8 percent
increase in SSI grants, both effective January 1, 1990. .

¢ Unless noted, recipients are in independent living arrangements,
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Table 3 displays the SSI/SSP grants for 1989 and for 1990 with no state
COLA (the Budget Bill proposal) and with a COLA of 4.79 percent. As
the table shows, if legislation is enaeted to waive the state COLA, the
COLA in the federal SSI program ‘that will take effect on January 1, 1990
will be offset by a reduction in the SSP grant and will result in no change
in the total grant. If, however, legislation is not enacted to waive the state
COLA, grants to individuals would be $27 to $59 higher in 1990 than the
grants in 1989. R

Estimates Will Be Updated In May

We withhold recommendation on $2 billion from the General Fund
requested for SSI/SSP grant costs, pending review of revised SSI/SSP
expenditure estimates to be submitted in May. = S

The proposed expenditures for the SSI/SSP.- program are based on
actual casell)oad and cost data through July 1988. The department will
present revised estimates in May, which ‘will be based on program costs
through February 1989. Because the revised estimates wn.ﬁ) be based on
more recent experience, the ‘estimates will:provide the Legislature with
a more reliable basis.for budgeting 1989-90 expenditures.

Basic Caseload Estimate May Be Too High. The budget proposal
assumes an average monthly SSI/SSP caseload of 811,800, which is an
increase of 4.5 percent, above estimated current-year caseloads. Table 4
compares the projected caseload in each recipient category for 1988-89
and 1989-90. B

: Table 4
S§S1/8SP
‘Average Monthly Caseload
1987-88 through 1983-90

Percent

IR C ~. Change

Actual Est. Prop. From

1987-88 1988-89 - 198990 1988-89
Category of recipient : L TE i T

Aged...iiiiii 282,294 291,400 300,800 - 32%
Blind.....oooiiiii 20,544 21,000 - 21500 - 24
Disabled...........ocovvinnniiiis e 439,452 464,100 - 489,500 55

STotals v 742,290 776,500 811,800 4.5%

'Compared to the most recent actual experience, a caseload increase of
4.5 percent would represent an increase in the rate of growth of the

‘SSI/SSP caseload. For: example, Table 5 shows that the number of
‘récipients increased by 4 percent between the first five months of 1987-88
-and the same period in 1988-89. Although this is' only a difference of

one-half of 1 percent below the 4.5 % rcent prlcl)f'gctec}ﬂ by the De artme'ni_
rate would result in a reduction o

General Fund cost below the proposed level of more than $10 million.
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STATE SUPPLEMENTARY PROGRAM FOR THE AGED, BLIND, AND
DISABLED—Continued :
- Table 5

S§S81/SSP
- Actual Change in Average SSI/SSP Caseload
July through November 1987-88 and 1988-89

: : Percent
July-November Change From
1987-88 _ 1988-89 1987-88
Eligibility category i :
Aged oo e e 279,930 288,588 ) 3.1%
Blind............ et e 90,443 20,715 13
Disabled. . ..ottt . 432643 453,368 48
- Totals...ovvviiniiniennns e e . 133,016 . 762671 . . 4.0%
Department of Social Services
SPECIAL ADULT PROGBAMS
Item 5180-121 from the General

Fund and the Federal Trust ,

Fund Budget p. HW 170
Requested 1989-90 ..........eeecneeceenscniisiecansaeessassesesessseasaiosiosss $3,689,000
Estimated 1988-89 ............ reeterergesnesnetesaiareasanestesstsrerssensnssaretasaseses 3,309,000
Actual 1987-88 ........irinininmenescssienseseisesesssssesins 2,882,000

Requested increase $380,000 (411 percent)

Total recommended reduCtion ... None
1989-90 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
5180-121-001—Special Adult programs . General $3,614,000
5180-121-890—Special Adult programs Federal 75,000

Total : ' $3,689,000

GENERAL PROGRAM STATEMENT

The Special Adult programs consist of three distinct program elements
demgneg to fund the emer%ency and special needs of Supplemental
Security Income/State Supplementary Program (SSI/SSP) recipients.
These elements are the (1) Special Circumstances :program, which
provides financial assistance for emergency needs, (2) Special Benefits
grogram which dprov1des a monthly food allowance ‘for guide dogs

elonging to blind SSI/SSP recipients, and (3) Temporary Assistance for
Repatriated Americans program, which provides assistance to needy U.S.
citizens returning from foreign countries.

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The budget proposes an agf)ropnatlon of $3.7 million for the Special
Adult programs in 1989-90. This is $380,000, or 11 percent, more than
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estimated expenditures for this program in the current year. This
increase results primarily from projected expenditure growth in the
Special Circumstances program. Our analysis indicates that the proposed
increase is appropriate: : » '

Department of Social Services
REFUGEE CASH ASSISTANCE PROGRAMS

Ttem 5180-131 from the Federal

Trust Fund © Budget p. HW 171
Requested 1989-90 ........coourerirmreierisssienssssssnssesssnsrsessessssssssssssssenss $17,505,000
Estimated 1988-89 ........ccccoviiimnninsivssnnnsesssnonnumnerssssessssssssesssssonns 20,668,000
ACHUAL 18T-88 .ovvoroooeoeeseesesseesesssneesessestessssessessseee e sessees 45,322,000

Requested decrease $3,163,000 (—15 percent) '

Total recommended reduction ............... None

GENERAL PROGRAM STATEMENT »

This item appropriates federal funds for cash grants to needy refugees
who (1) have been in this country for less than two years and (2) do not
qualify for assistance under the Aid to Families with Dependent Children
(AFDC) program or Sup]illemental Security Income/State Supplemen-
tary Program (SSI/SSP). The funds for assistance to refugees who receive
AFDC or SSI/SSP grants are appropriated under Items 5180-101-890 and
5180-111-890, respectively. '

The federal government pays 100 percent of the costs of public
assistance—AFDC, SSI/SSP, and county general assistance—to needy
refugees for the first two years that they are in this country. These
individuals are designated as “time-eligible” refugees. Time-eligible
refugees who are needy, but who do not meet the eligibility require-
ments of the AFDC or SSI/SSP programs, receive cash assistance under
the Refugee Cash Assistance (RCA) program for the first 12 months that
they are in this country. After this period, some of these individuals
qualify for assistance under county general assistance programs.

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The budget proposes expenditures of $17.5 million in federal funds in
1989-90 for cash assistance to time-eligible refugees through the RCA and
county general assistance programs. This is a decrease of $3.2 million, or
15 percent, below estimated current-year expenditures. :

. "The $3.2 million decrease consists of (1) a $3.9 million decrease due to
the net full-year effects in 1989-90 of a change in federal regulations that
took effect in October 1988 and (2) a.$700,000 increase primarily due to
a 3 percent caseload increase. The change in federal regulations reduced
from 18 to 12 the number of months that the federal government
provides %{ants to refugees under the RCA program. In 1989-90, this
change will result in a $5 million decrease in grant costs to refugees under
the RCA program. At the same time, this change will result in a $1.1
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REFUGEE CASH ASSISTANCE PROGRAMS—Continued

million increase in costs for assistance to refugees under general assis-
tance programs. This will occur -because some refugees who formerly
received grants under the RCA (those in the country for 12 to 18 months)
will shift over to general assistance programs.

Department of Soclal Serwces
COUNTY ADMINISTRATION OF WELFARE PROGRAMS

Item 5180-141 from the General
Fund and the Federal Trust

Fund S Budget P HW 171
Requested 1989-90 .......... $708 256 000*
Estimated 1988-89 R rseen , - 654,012,000
Actual 1987-88 ......coeeeeeirnrrresrnesrsieineserressssasss s soes s gensenseaens oeee 532,390,000

Requested increase $54,244,000 (+8.3 percent)

Total recommended T€dUCHON. ........cc.ciirenerriesriacasirrernns ww.  None
Recommendatlon pendmg rrrvessteressnrsrerinssenideiisnsarenranes ERERD: 708 256,000

= Includes $24 420000 proposed in Item 5180-181—890 to provide a 5 2 percent cost-of-] hvmg ad]ustment

1989-90 FUNDING BY ITEM AND SOURCE

Item—Description Fund - L Amount .
5180-141-001—County administration " General - . oo $179,592,000-
5180-141-890—County administration Federal S - 502,583,000
5180-181-890—Cost-of-living adjustment Federal ) 24,420,000
Control Section 23.50—Local assistance State Legahzatlon Impact As51s ’ 1,661,000
. o T ) “tance Grant )

Total ST IR 708,256,000
- i » ‘ S  Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS " page

1. County Administration Budget. Withhold recommendation . 611 -
" on $708.3 million .($179.6 mllhon General Fund, $528.7
million federal funds) pending review of revised estimates
in I:I/Iay and a report on the findings of a:work measurement
study

GENERAL PROGRAM STATEMENT -

This item contains funds to'cover the state and federal share of the Costs
incurred by -counties in administering (1) the Aid to Families with
Dependent Childrén (AFDC) program, (2) the Food Stamps program,
(3) ‘the Child Support Enforcement program, (4) special benefits ‘for
aged, blind, and disabled adults, (5) the Refugee Cash ‘Assistarice
program, and (6)"the Adoption ‘Assistance program. In addltlon th1s item
supports the cost of trammg county eligibility staff. -
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OVERVIEW -OF THE BUDGET REQUEST.

The budget proposes an appropriation of $1796 mllhon from the
General Fund as the state’s share of the costs that counties will incur in
administering welfare programs during 1989-90. This is an increase of $12
million, or 7.5 percent, over estimated current-year General Fund
expendltures for this purpose. The $179.6 million includes $9.0 million to
fund increased General Fund costs resulting from the estimated 4.8
percent cost-of-living adjustment (COLA) granted by the counties to
their employees during 1988-89. In accordance with the policy established
by the Legislature ‘in recent Budget Acts, counties will pay for any
COLAs granted to county e ‘ﬁﬂoyees in the budget ear using county and
federal funds. The state will fund 1ts share of the budget-year costs
starting in 1990-91.

The budget proposes total expendltures of $960 million for county
administration of welfare programs during 1989-90, as shown in Table 1.
This is an increase- of $73 million, or 82 percent, over estimated
current-year expenditures..

Table 2 shows the budget adjustments that account for the net increase
in county administration expendltures proposed for 1989-90. Significant
changes include:

o A $14 million increase ($3.5 million General Fund) to fund admin-
istration costs related to estnnated increases in AFDC caseloads
(basic costs).

o A $6.1 million increase ($2. 3 million General Fund) to fund increased
costs related to development and implementation of a statewide
automated welfare system. The $6.1 ion increase ($4.9 million for
AFDC administration and $1.2 mllhon for nonassistance food stamps
administration) reflects (1) additional development costs related to
certain counties preparing to implement their automated systems
and (2) the costs &r addlhonall) counties to prepare advanced

planning documents for their automated systems.

. A $3.8 million increase to fund the estimated 4.8 percent retroactive
COLA for 1988-89. This increase is primarily tlg)e result of higher
caseloads in 1989-90. The General Fund share of the increase ($9
million) is partially offset by reduced county costs, since counties will
pay for 100 percent of the nonfederal share of these COLAs in
1988-89.

o A $45 million increase in federal and county funds (no General Fund
monies) to provide a 5.2 percent COLA estimated for 1989-90. The
General Fund share of the ongoing costs of this COLA will be
covered in the state budget beginning in 1990-91.




Table 1

County Welfare Department Administration
Budget Summary .
"1987-88. through 1989-90
(dolliars in thousands)

Actual 1957—88

) Estimated 1955-89 " Proposed 1989-%0
Program State Federal  County Total ~ State . Federal County . Total = State  Federal County — Total .
1. AFDC administration. ............ $109,066 $166352 $126,163 $401,581 - $125,050 $272,598 . $135,089 $532,737 $134,840 $287,778 $131,894 $554,512
2. Nonassistance food stamps........ 27677 -110495. 33276 171,448 35,860 92,894 40,790 = 169,544 38,537 95942 40,501 - 174,980
3. Child support enforcement....... . o— 102851 50,566 153,417 — 113021 = 53,183 166204 — 110,492 55,712 166,204
4. Special adult programs ........... 2,330 . —_ 85 2,415 2,533 — 122 2655 2,883 — — 2,883
5. Refugee cash assistance........... S— 6439 - — 6439 678 2,263 694 - 3,635 — 3445 — 3445
6. Adoption assistance............... 106 69 1 © 176, 79 36 4 119 .59 8 - 87
7. Staff development ................ 2,312 4,693 2,901 9,906 2899 - 6,101 3,191 12,191 - 3273~ 6,559 3,213 13,105
8. Estimated 5.2 percent COLA for L : T . . i
county staff...........c....n. — . —- —- = — — — =" =P 24490 20264 44634
Totals ..oovvvriireeiineinieennnens $141,491 $390 8992 $212, 992 . $745 382 $167 099 $486,913 * $233 073 $887,085 $l79 592 $528 664 #.-$251,644

2 Tncludes State Legahzahon Impact A551stance Funds. For 1989—90 these funds are budgeted under Control Section 23.5.
b The state will not share in the costs of COLAs granted to welfare department ‘employees for 1989-90 until 1990—91

$959,900’
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Table 2

County Administration of Welfare Programs
Proposed 1989-90 Budget Changes

All Funds
(dollars in thousands) ,
General Fund All Funds
1988-89 expenditures (revised) ........ SURUIO [T OTUT TP $167,099 $887,085
Adjustments to ongoing costs or savings :
AFDC administration - S )
Basic caseload €OSES...oviiiiiiiiiiiiiiiii e 3,498 - . 13,940
_Court cases/legislation. ....:....c.cociiviieniiinniniininean.. —1,696 -587
Statewide Automated Welfare System (SAWS) ............. 1,861 4897
Systematic Alien Verification for Entitlervent. .............. -3 . 361
Fraud detection, enhanced federal funding.................. =707 —
Other. .o. i ienii i e e ee s 28 96
. Subtotals, AFDC......... e e o ($2.981) ($18,707)
Nonassistance food stamps administration
Basic caseload costs................. ettt $266 $1,137
SAW S, L e 462 1214
" Employment training program ..........icoceviieeisiuenen. 65 1,744
Other. . i i e —4 L 389
- Subtotals, food stamps.:.............. T TR ($789) ($4,484)
Other programs o : ) : .
Basic caseload COSES. .....ovvvviiniiiiiiiiiiii e $419 $1,263
Refugee statutory changes .............coovvvviiiiniiniann, —678 -907
Immigration Reform and Control Act............c...c...... — 750
Subtotals, other programs................. N (—$259) ($1,106)
New costs ; :
Retroactive COLA (4.8 percent) ........cocvvvuenvnenannenn. $8,982 $3,834
Estimated COLA for 1989-90 (5.2 percent) ................. ) — 44,684 -
" Subtotals, NEW COSES. ... ceuiveninriiiiiiiiiniianninieinias ($8982) - . ($48,518)
1989-90 expenditures (proposed) .........cocvvieiriiiiiinenennn., $179,502 $959,900
Change from 1988-89: )
Amount............c....... e e, $12,493 §72,815
PerCent......ccvevinininiiiiiiiiiiiei e 75% 82%

ANALYSIS AND RECOMMENDATIONS : .

We withhold recommendation on $708.3 million ($179.6 million
General Fund and $528.7 million federal funds) requested for county
administration of welfare programs pending receipt of (1) revised
estimates of county costs to be submitted in May and (2) a report on the
findings of a work measurement study to be submitted by March 1,
1989. :

The proposed expenditures for county administration of welfare pro-
grams in 1989-90 are based on 1988-89 budgeted costs updated to reflect
the department’s caseload estimates for 1989-90. In May, the department
will present revised estirates of county costs based on actual county costs
in 1988-89. For example, the May estimates will reflect the actual amount
of COLAs counties provided to their employees during the current year,
whereas the proposed expenditures are based on estimated county
COLAs. In addition, the May estimate will incorporate changes reflected
in approved coungf cost control plans for 1989-90 and the department’s
updated caseload data for county-administered programs..

Because the revised estimate of county costs will be based on more
recent and accurate information, the estimate will provide the Legisla-
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COUNTY ADMINISTRATION OF WELFARE PROGRAMS—Continuved

ture with a more reliable basis for budgeting 1989-90 expenditures.
Therefore, we withhold recommendation on the amount requested for
county administration of welfare programs pending review of the May
estimate.

Findings of a Work Measurement Study May Lead to Changes in County
Administration Costs ' e
In the 1988 Budget Act, the Legislature approved language requiring
the Departments of Social Services and HealEt)lIa) Services to-submit a joint
report by March 1, 1989 regarding the findings of a work:measurement
study of counties’ administration of welfare programs. The purpose of this
study is to determine an appropriate workload standard for counties’
eligibility determination staff. Among other things, the Budget Act
requires the departments to include in this report (1) an analysis of the
fiscal impact on the federal, state, and county governments, should ‘the
budget process for eligibility worker caseloads be based on the findings of
the work measurement study, and (2) an estimate of the cost of fully
implementing the findings of the study. We would expect the. depart-
ment’s May estimates of county administration costs to include :any
adjustments necessary to implement the results of the study. Therefore,
we will provide our review of the study as part of our analysis of the May
revision. , S

Department'of Social Sei-vices '
SOCIAL SERVICES PROGRAMS

Item 5180-151 from the General

Fund and various funds Budget p. HW 172
REQUESLEA 198990 ..ovevsiemeemeeessecsssssmmsessassesmssessssssssssssssensessansmsssssns $1,310,333,000 *
Estimated 1988-89........cccuiiiererrmmrrensanerssssesseseessesesecssssrossasasese 1,282,942,000
Actual 1987-88........covimevrniriniininisissnssssenssssesasisessessssons weee 917,352,000

‘Requested increase $27,391,000 (+2:1 percent) :
Total recommended reduction...... consrienienen ' " 250,000
Recommendation pending ...l e 573,906,000

2 Includes $2,903,000 proposed in Item 5180-181-890 to provide a 5.2 percent cost:of-living' adjustment:

1989-90 FUNDING BY ITEM AND SOURCE

Item—Description Fund ' . "~ .- ‘Amount
5180-151-001—Social services programs—local .~ General =~ : © $799,177,000
- assistance : E . X "
5180-151-890—Social services programs—local Federal . : 503,588,000
. assistance - ; R o - L
5180-181-890—Social services programs—local Federal ) - 2,903,000
assistance COLA . o .
‘Reimbursements — : o 2,735,000
Welfare and Institutions Code Section Children’s Trust o T 1,659,000
18969—Appropriation ) ] s N
Chapter 1236, Statutes of 1988—Appropriation -~ General ' 62,000
“Control Section 23.5 ' State Legalization Impact Assis- - - 209,000

s - tance Grant - R

Total $1,310,333,000
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v . Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. In-Home Supportive Services (IHSS)—Program Refocus. 620
Withhold recommendation on $374 million proposed for the
IHSS program, including $64 million in proposed savings due
to a “program refocus™ and recommend that prior to budget
hearings, the Department of Social Services provide the
fiscal .committees with the details of the proposal, the
implemienting legislation, and its assessment of the propos-

- al’s likely impact on the recipients, the counties, and the
long-term costs of the IHSS program. o

2. Licensed Maternity Home Care. Reduce Item 5180-151-001 626
by $250,000. Recommend a reduction in General Fund
support to more accurately reflect the program’s antlclpated
spending level.

3. Greater Avenues for Independence (GAIN) Program. Rec- 630
ommend that the department report to the fiscal commit-

. tees prior to budget hearings on its most recent estimate of -

- current-year county allocations and expenditures for the -

- GAIN program and the amount of unspent funds that will
revert to the General Fund.

GENERAL PROGRAM STATEMENT

The Department of Social Services (DSS) administers various pro-
grams that provide services, rather than cash, to eligible persons who
need governmental assistance. The six major programs providing these
services are (1) Other County Social Services (OCSS), (2) Specialized
Adult Services, (3) Employment Services, (4)' Adoptions, (5) Refugee
programs, and (6) Child Abuse Prevention.

Federal funding for social services is provided pursuant to Titles IV-A,
IV-B, IV-C, IV-E, and XX of the Social Security Act and the Federal
Refugee Act of 1980. In addition, 10 percent of the funds available under
the federal Low-Income Home Energy Assistance (LIHEA) block grant
are transferred to Title XX social services each year.

OVERVIEW OF THE BUDGET REQUEST

The: budget: proposes $1.3 billion in expendltures from state funds
($799.2 million General Fund and $1.7 million State Children’s Trust
Fund), federal funds ($506.7 million), and reimbursements ($2.7 million),
to support social services programs in 1989-90. In addition, the budget
anticipates that counties will spend $109.7 million from county funds for
these programs. Thus, the budget anticipates that spending for social
services programs in 1989-90 will total $1.4 billion.  Table 1 d1splays
program expenditures and funding sources for these programs in the
past current, and budget years.
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SOCIAL SERVICES PROGRAMS—Continued
Table 1
Social Services Programs
Expenditures from All Funds
1987-88 through 1989-90 °
(dollars.in thousands)

Change From

R Actual Est.- - Prop. . _ 1988-89.
Program <. . 1987-88 198889 . 1989-90° ~Amount ~ Percent
Other county social services.......... eene. $380,880  $479.641 . $548456  $75815 16.0%
Child welfare SETVices ..................... (302901)  (390,344) (463847) (73508)  (188)
County services block grant............... . (77988) (82,297) - (84,609) (2,312) (2.8)
Specialized adult services.................... 475375 585,538 - 579,604 - —5844 -10
In-Home Supportive Services ...... Ve (469,971) . (579,942) - - (574,008) - ' (—5,844) (—1.0)
Maternity home care ...................... ~ (1,962)  (2154)  (2,154) =) (=)
Access assistance for deaf.................. (3,442) (3,442) (3,442) (=) (—)
Employment services......................... 94917 232410 214700 —17,710 —16
GAIN® ....ooovennnn. eveaes . (69593) (226,300)  (189400) (—36900) (—16.3)
Demonstration programs. s @5324)  (B110) (=) (—6110) (—100.0)
JOBS Impact . ... 0ooeiiiveinineniisiennnn. o (=) (—) - (25,300)  (25300) (—)¢
Adoptions....................... N 21,047 27,003 27,583 580 - 2.1
Refugee assistance. .......................... . 19,146 - 44,936 27,685 - —17,251 —-384
Social SETVICES. .....vvveereeeeveeeeenn. (13324)  (26292) . (18363) (-7929) (—302)
Targeted assistance ........................ (5,736) (18 644)  (9322) (-9322) (—50.0)
Refugee demonstration program support _ : :
SETVICES. .. .uivvivninniriininiinniininninns (86) (—) (—) (—) =)
Child abuse prevention..... TeTeieeneeiantan -23,738 23,438 21,959 —1,479 —6.3
©Totals ii. e e 31,015,112 $1,385,966  $1,420,077 $34,111 2.5%
Funding Sotirces® R : : S
General Fund ............. i, - -$483,966. - $775290  $799239 - $23H9 - - 31%
Federal Trust Fund ..... Viefresasniensedaes o 430367 502440 - 506491 4,051 .08
State Legalization Impact Assistance L ] . ]
Grant ..........coocevveviinniennnann, - % 209 179 59.7
County funds................. Vv POV 297,760 103.024 109744 -~ 6720 65
State Children’s Trust Fund et C 8277 2131 1,659 —472 ~221

Rezmbursements ..... ......... 742 3051 2735 316 —104

a Includes actual 1987-88 and anh01pated 1988-89 and. 1989 90 county expenditures. -

b Includes funds for 1989-90 COLAs ($2.9 million from the Federal Trust Fund and $20.0 m:]hon in county
funds). Also included in these amounts is the General Fund share :of the COLAs that counties
granted their child welfare service workers in 1988-89.

¢Excludes General .Fund expendltures for GAIN from Control Section 22 and other funds for GAIN
appropriated in other items in the Budget Bill. Table 9 in our analysis of the GAIN program in this
item displays all the funds appropnated in the Budget Bill for GAIN. )

9Not a meamngful figure.

Slgmflcuni Budget Chunges

Table 2 shows that the proposed level of expendltures from all funds for
social services in 1989-90 represents an increase of $34.1 million, or 2.5
percent, above estimated current-year expendltures It also shows the
various changes in funding for socmi’ services programs that are proposed
in the budget year. The most significant of tlgese changes are as foﬁows

o A $54 million ($40 million General Fund) increase due to anticipated
growth in Child Welfare Services (CWS) caseloads.

e A $2.6 million increase for cost-of-living adjustments (COLAs) that
counties granted to CWS workers in 1988-89. This increase consists of
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© Tabile 2

Department of Social Services
Proposed 1989-90 Budget Changes
Social Services Programs

{dollars in thousands) .
General Fund

1988-89 expenditures (Budget Act)........c.oveveeniniiinnn.n,

1988-89 adjustments to appropriations

Reduction in federal emergency assistance funds..............

Increase in federal refugee funding...................oenenis

Increase in-In-Home Supportive Services (IHSS) average
(THSS) hours of service .......cocovvvievinieriiniiirinrennnn.

Other adjustments ........c..ovuceiiiiiirieeiiierieiarineenans

Subtotals, expenditure increase .................. e
1988-89 expenditures (revised) ..............coooviiiiiinn
1989-90 adjustments )
Other County Social Services (OCSS):
Child Welfare Services (CWS) caseload increase ...........
CWS prior-year COLA .........cooviiineniiiiiineniinn.e.
Reduction in federal funds for independent living. .........
’Implementatron of four-county pilot for drug-exposed in-
FANES. ..o i e e

Increase in State Legahzatlon Impact Assistance Grant
(SLIAG) funds.......c.occovenieniineniiinnieenniinnnniiennes
Other adjustments............ccoovveniiiniiinninniiin

Subtotals, OCSS........ccovvviiiniiieiienninias U
IHSS: V
Increased caseload and average hours of service............
™ -am refocus—limit on hourly rate .....................
Program refocus—cap on average hours of service .........
Settlement of Miller v. Woods court case....................
Increased costs for payrolling contracts.............cco.veuis
Increase in SLIAG funds...........ccooivieiiniinenniienane

Subtotals, THSS ........cooviiiiiiiiiiiiiiic e
Employment services: )
Work Incentive (WIN) program phase-out .................
GAIN program reduction®............cocvviiivininininines .
CJOBSimpact .....ooviei
Subtotals, employment serv1ces ..............................
* Adoptions '
Refugee programs:

Reduction in targeted assistance grant ...................... :

Reduction in refugee employment social services provider
contract obligations. ............ccovviiiiiii i
Subtotals, Tefugees.........oovveiiiiiiieiiiiieeeeea

Child abuse prevention................ccvuveviiiiisaieniiid il
Proposed COLAs in CWS (52 percent)...................... -

1989-90 expenditures (proposed) .................................
Change from 1988-89: : )

$766,624

$2,681

6,959

—974

($8,666)
$775,290

$40.269
15,066

1,066
3,225

: —413

($59,213)

$64,460
—30,673
—33,221
—7,800
229

(—$7,012)

—~§2,655
- —9,584

—16,700

(—$28,939)
$737
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All Funds

. $1,373,359

~ $9,001
4,888
—1,282

($12,607)
$1,385,966

$53,661
2,576
—17,033

1,066
3,225

14

—383

(852,926)

$66,330
—30,673

v —33,221
—8,667
222

165

—$6,110
'—36,900

25,300

(—$17,110)
$580

;. —$9,309

—7,929

(—$17,251)
—$1479

22,889
$1,420,077

$34,111
2.5%

B Excludes vGenera.l Fund expenditures of $3.9 mrlhon‘ for GAIN from Control Section 22 and other funds

for GAIN appropriated in other items of the Budget Bill.

b The state share of the COLAs that counties grant to their child welfare services workers during
1989-90will be included in the base funding for the program beginning with the 1990-91 Budget.
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(1) an increase of $15 million in General Fund costs that results
because, consistent with' the state’s “retroactive” COLA policy, the
state did not share in the 1988-89 costs of these COLAs during
1988-89, but will begin providing its share of these costs in 1989-90,
~ (2) a reduction of $13.1 million in county costs, also due to the
“*“retroactive” COLA policy, and (3) an increase of $624,000 in the
federal costs associated with the 1988-89 COLA due to caseload

- increases.

o A $23 million increase in federal and county funds for the costs of the

" COLAs granted to county CWS workers in 1989-90. Under the
“retroactive” COLA policy, the state share of these costs w1ll be
provided beginning with the 1990-91 budget.

o A $66 million increase ($64 million General Fund) for basic costs in
the In-Home Supportive Services (IHSS) program- due to estimated

* increases in caseloads and hours of service. .

e A $64 million Geéneral Fund reduction due to a proposed ‘programn

" refocus” in the IHSS program in two parts: (1) a $31 million
reduction due to the proposal to limit reimbursement for all IHSS

- hours to the current hourly cost for Independent Providers (IPs) and
(2) a $33 million reduction due to the establishment of a cap on each

- county’s average hours of service. .

¢ A net $18 million reduction ($29 million General Fund) for employ-
ment services due to (1) a $6.1 million reduction ($2.7 million
General Fund) in the Work Incentive (WIN) program due to the
change over from the WIN program to the Greater Avenues. for

.+ Independence (GAIN) program in the remaining WIN counties, (2)

‘a GAIN program reduction of $37 million ($9.6 million General

" Fund), and (3) a net increase of $25 million due to implementation

- of the Job Opportunities and Basic Skills Training (JOBS) program.
The $25 million increase is composed of $42 million in additional
federal funds available under JOBS offset by a $17 m11hon reduction
in General Fund expenditures.

The. proposed increase of $34.1 million from all funds consists of (1) a
General Fund increase of $23.9 million, or 3.1 percent, (2) a federal fund
increase of $4.2 million, or 0.8 percent, (3) an increase in county funds of
$6.7 million, or 6.5 percent, (4) a decrease of $0.5 million, or 22 percent,
from the State Children’s Trust Fund, and (5) a $0.3 m11110n or 10
percent, reduction in reimbursements.

ANALYSIS AND RECOMMENDATIONS
OTHER COUNTY SOCIAL SERVICES

Proposed Funding for Other County Social Services. The budget
proposes total spending of $548.5 million for the Other County Social
Services (OCSS) program in 1989-90, which is 16 percent more than
estimated expenditures in 1988-89. This amount consists of $82.7 million in
federal ‘funds (Titles IV-A, IV-B, IV-E, and SLIAG), $376.1 rmlhon in
General Fund support, and $89.7 mllhon in county funds.
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Of the amount requested for OCSS, $463.8 million is proposed for the

Child Welfare Services program. The balance of the OCSS request—$84.6
‘million—is proposed for the County Services Block Grant.

County Services Block Grant. The County Services Block Grant
(CSBG) program includes THSS administration, out-of-home care, and
protective services. for adults, information and referral, staff develop-
ment, and 13 optional programs. )

-Child Welfare Services. The Child Welfare Services (CWS) program
provides services to abused and neglected children and children in foster
care and their families. The program has four separate elements:

o The Emergency. Response (ER) program requires counties to pro-
vide immediate social worker response to allegations of child abuse
and neglect. : :

e The Family Maintenance (FM) program requires counties- to
provide ongoing services to children (and their families) who have
been identified through the ER program as victims, or potential
victims, of abuse or neglect.

- ‘o The Family Reunification (FR) program requires counties to

. provide services to children in foster care who have been tempo-
rarily removed from their families because of abuse or neglect.

o The Permanent Placement (PP). program requires counties to

--provide case management and placement services to children in
foster care'who cannot be safely returned to their families. ‘

Administration’s Propbscl to Fund Pilot Project for Services for
Drug-Exposed Infants Needs More Detail .

The budget proposes General Fund expenditures of $1.1 million in the

Social Services Programs item (Item 5180-151-001) and $90,000 in the

DSS’ Departmental Support item (Item 5180-001-001) to recruit, train,
and provide support services to foster parents for infants in four counties
who are drug-exposed or who test positive for the virus that causes AIDS.
This proposal is.part of a pilot project to be administered by the
Department of Health Services (DHS), the Department of Alcohol and
Drug Programs (DADP), and the DSS. While we believe that the
department’s proposal has merit, at the time we prepared our analysis
many of the details regarding its implementation still had not been
resolved. For example, the DSS advises that foster parents in the pilot will
be trained by hospital personnel regarding the medical in-home care
needs of their foster care infants; yet neither the DSS nor the DHS could
identify a funding source to support this training. We discuss the proposal
in more detail in our analysis of the DADP’s budget. (Please see Item
4200.) ' R v o
IN-HOME SUPPORTIVE SERVICES ‘
The In-Home Supportive Services (IHSS) program provides assistance
to eligible aged, ’bfi)nd, and disabled persons who are unable to remain
safely in their own homes without assistance. While this implies that the

rogram  prevents institutionalization, eligibility for the grogram ‘i not
gased on the individual’s risk of institutionalization: Instead, an individual
is eligible for IHSS if he or she lives in his or her own home——or is capable
of sa.%ély doing so if THSS is provided—and meets specific criteria related
to eligibility for SSI/SSP.

An eligible individual will receive IHSS services if the county deter-
mines that. (1) these services are not available through  alternative
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resources and (2) the individual is unable to remain safely at home
without the services.

The primary services available through the IHSS program are domestic
and related services; nonmedical personal services, such as-bathing and
dressing; esséntial transportation; protective supervision, such as observ-
ing the recipient’s behavior to safeguard against injury; and paramedical
‘services, which are performed unc%er the direction of a licensed health
care professional and are necessary to maintain the recipient’s health.

The THSS program is administered by county welfare depatrtments
under broad guiﬁfelines that are established by the state. Each county
may choose to deliver services in one or a combination of ways: (1) by
individual providers (IPs) hired by the recipients, (2) by private agencies
under contract with the counties, or (3) by county we].fgre staff.

Status of the Current-Year Budget , .

The department estimates that current-year expenditures for the IHSS
program will exceed the amount appropriated in the 1988 Budget Act by
$4.9 million ($7 million General Fund). This increase-is primarily due to
an increase in the average hours of service per case. - :

The 1988 Budget Bill, as approved by the Legislature, included funds
based on the DSS’ May revision estimate, which projected a 3 percent
increase in the average hours per case. The 3 percent increase was used
as the basis for the Department of Finance (DOF) proposing an increase
in funds in its May revision submission to the Legislature.

Although the DOF had proposed the 3 percent increase in the average
hours, the Governor vetoed $8.5 million of the General Fund appropri-
ation for THSS from the 1988 Budget Bill to reflect a lower estimate of 1.5
percent. The department now estimates that the actual increase in
average hours in the current year will be 3.8 percent.

At the time this analysis was prepared, the department indicated that
it is not requesting additional funds to cover the shortfall. The depart-
ment advises that the May revision will provide a better basis for
determining how much additional funding is needed in the current year.

Proposed Budgei—Year Expenditures
The budget proposes expenditures of $574 million for the IHSS
program in 1989-90. This is a decrease of $5.8 million, or 1 percent, below
estimated current-year expenditures. The significant changes that ac-
count for the decrease are as follows: ‘
" e A $66 million increase to fund an estimated 7 percent increase in
basic caseload and a 4 percent increase in average hours of service

per case. :
e A $64 million reduction due to a proposed “program refocus,”
-consisting of two parts: (1) a reduction of $31 million due to a limit

oon provider payments at the minimum wage rate and (2) a reduction
of $33 million due to a proposed cap on each county’s average hours
of service per case. ‘

"o An $8.7 million reduction due to the elimination of payments for the
Miller v. Woods court case (the department expects to make the final
payments during 1988-89). :

Table 3 displays IHSS program expenditures, by funding sources, for
the past, current, and budget years. The table shows that while expen-
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ditures from all funds are expected to decrease by $5.8 million, or 1
percent, expenditures from the General Fund are projected to decrease
by $7 million, or 2.7 pereent. This is because the “program refocus” will

result in savings exclusively to the General Fund. County funds are
expected to remain level as a result of Ch 1438/87 (SB 412, Bill Greene),
which freezes the county share of costs for the THSS program at the
1987-88 level.

Table 3
Department of Social Services
In-Home Supportive Services
Expenditures and Funding Sources
1987-88 through 1989-90
(dollars in thousands)

Change From

Actual Est Prop. ~ 1988-89
1987-88 1988-89 1989-99  Amount - Percent
Funding Sources ............ccovvveiieeninies .
General Fund ............cooceeiieieninnn... $147,760 . $253,974 . $246962 —4$7,012 —2.7%
Federal fnds..........oo.lvvvvenneeenninnnnn. 302,133 305,863 306,866  —1,033 0.3
State Legalization Impact Assistance Grant. L= 27 192 165 611.1
County funds........coovviiiiininininiinnnn. 20,078 20078 20,078 — =

Totals .....oovvvininiiiiiiiiinn $469971  §579,942  $574,098 —$5844 —1.0%

Estimates Will Be Updated in May

The proposed expenditures for THSS are based on program costs
through June 1988. The department will present revised estimates in
May, which will be based on program costs through February 1988.
Because the revised estimates will be based on more recent experience,
the estimates will provide the Legislature with a more reliable basis for
budgeting 1989-90 expenditures. Based on our review of the caseload and
cost data that was available at the time this analysis was prepared, we
conclude that the departments estimate understates the likely THSS
caseload growth.

Table 4 displays the average monthly caseload by service delivery type
for the past, current, and budget years. The table shows that the
department estimates that the THSS caseload will grow by 7.1 percent
between 1988-89 and 1989-90. The estimate is based on actual caseload
data through June 1988. Caseload data for the period July 1988 through
December 1988, however, suggests that the rate. of growth may be
acceleratmg Spemfically, the actual caseload for the IP mode for the first
six months of 1988-89 is 1.3 percent higher than the department estimates
for the current year. If this increased rate of growth continues into
1989-,90, the: resulting THSS IP mode caseload would be 131,363 cases,
which is 4.5 percent higher than the caseload estimated in the budget. A
caseload increase of this magmtude would result in 1ncreased General
Fund costs of $32 million in 1989-90.




620 / HEALTH AND WELFARE Item 5180

SOCIAI. SERVICES PROGRAMS—Continued
Table 4
Department of Social Services
Iin-Home Supportive Services
Average Monthly Caseload
by Provider Type
1987-88 through 1989-90 , ;
" Percent
Change
From
Actual Est. Prop. 1988-89
1987-88 1988-89 1989-90 Percent
Service provider types

- Individual providers...............ccoiveennnns 110,338 117,500 125,700 70%
Contract agencies..............o..ovvvieninnns 15,593 15,900 17,200 82
County welfare staff ............................. 1,271 1,200 1,200 —

Totals cooveii i 127,202 134,600 144,100 7.1%

Table 5 displays the average hours of service per case by service
delivery type for the past, current, and budget years. The 1989-90 hours
of service reflected in the table assumes implementation of the admin-

istration’s “program refocus” proposal discussed below.
Table 5
Department of Social Services
In-Home Supportive Services - .
Average Monthly Hours of Service per Recipient ®
by Provider Type
1987-88 through 1989-80
Percent
o Change
Actual Est, Prop. From
_ 1987-88 1988-89 1989-90 . 198990
Service provider types ' ] : .
Individual providers ..................c.ocunis 74.93 71.67 - 7620 —1.9%
Contract agencies.................coevenniinnes 26.34 28.05 28.27 0.8
County welfare staff........................... 11.93 11.23° 10.60 —56
Weighted average .....................ene. 68.33 7183 6995 ~1.8%

2 Assumes implementation of “program refocus” in 1989-90. .

- Assumes fiscal year 1987-88 for comparison

Proposed Program Refocus Remains Unclear

We withhold recommendation on $574 million proposed for the IHSS
program, mcludmg the $64 million in savings proposed for the IHSS

‘program refocus’, and recommend that prior to budget hearings, the
DSS provide the fi scal committees with the details of the proposal, the
implementing legislation, and its assessment of the proposal’s likely
impact on the recipients, the counties, and the long-term costs of the
IHSS program.

The budget proposes to limit the pro_lected growth in THSS expendi-
tures through a “program refocus.” At the time this analysis was
prepared, the administration had provided the Legislature with only a
sparse outline of the proposal and had not drafted legislation to imple-
ment it. According to the department, the proposal consists of two parts:
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a cap on the average hours of service per case in each county and a limit
on the hourly ayment for all hours of IHSS to the minimum wage rate
paid to md1v1 roviders (IPs).

The major bene t of the proposal is that it would place cost controls on
two areas of the IHSS program that have been growing in recent years,
average hours per case, and the cost per hour for the contract mode and
welfare staff modes of service delivery. In our view, however, the
department has not yet provided the Legislature with enough informa-
tion to enable it to fully assess the potential problems associated with
implementing these cost controls: Therefore, in order to make a decision
on this proposal, the Legislature will need additional information from
the department. We discuss each component of the proposal below.

Cap On Average Hours Per Case
The department . advises that it will seek- legislation to limit each

"county s average hours ?er case to its 1988-89 county plan level. If hours

increase above this level, the state would not reimburse the counties for

any costs resulting from the increase. According to the department, this

would result in a statewide average of 70 hours per case, which is shghtly
less than the department’s estimate of 71 hours per case in the current

gear Presumably, the department chose a limitation on hours per case
‘because the average hours per case have been growmg steadily through
‘most of this decade.

The Legislature has enacted several recent program changes designed
to affect average hours of service per case. These changes include: -

o Implementation of Time-Per-Task Guidelines. In 1986, the DSS, at
the direction of the Legislature, helped the counties to unplement
statewide standards for hours of service provided for specific tasks
such as laundry and shopping.

o Case Management Information and Payrolling System (CMIPS).
The DSS completed implementation of the CMIPS July 1, 1987. The
CMIPS is a management tool that allows counties to closely momtor
the hours of service being awarded by social workers.

o Uniformity Assessment, In March 1988, counties began using:a new
needs assessment tool for social workers to determine THSS hours
needed by a client.

We have two concerns with the department’s proposal.

1. The department has not evaluated the impact of the limit on
recipients. Chart 1 displays the statewide average hours per case from
1983-84 through 1989-90. As the chart shows, hours per case increased
from 60 in 1983-84 to 68 in 1987-88, an increase of 14 percent. Based on the
department’s projections for the current and budget years, without the
proposed limit on hours per case, statewide average hours would grow to
74, a 23 percent increase above 1083-84 levels.

The department advises that it has not determined the causes for the
continued growth in IHSS hours. We have identified two possible
explanations for the increase: (1). counties may have increased service

dy 2) demographic trends
and governmental policies may have affected the types of clients

" receiving THSS.

As we discuss below, there is substantial variation among counties in
average hours per case, which may be due to differences in how counties
view the IHSS program. For example, some counties may place a priority
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on using alternative services before using IHSS and others may view IHSS
as the first response to persons who require services at home. County
implementation of CMIPS and the uniformity assessment were, in part,
an attempt to provide counties with tools to control cost increases due to
the way they administer the program. :

In addition, factors that are beyond the control of the counties ma
account for all or part of the increase. These factors might include: (1)
the increasing frailty of recipients, (2) advances in medical technology
that allow more severely disabled persons to remain at home, (3) the
limited supply of nursing facility beds in the state, or (4) government
policies and programs that have channeled more severely disabled
individuals into the THSS program. Qur review indicates that it is possible
for the department to analyze IHSS caseload trends, demographic and
policy changes, and the preliminary results of implementation. of CMIPS
and the uniformity assessment to better identify the factors that have
contributed to the increase in hours per case that has occurred in recent
years. .

The causes of increased average hours per case are important for the
Legislature’s evaluation of the department’s proposal. To the extent that
hours per case have increased due to decisions made by the counties, it
may be appropriate to place a limit on some counties’ average hours. To
the extent that hours have been increasing due to factors. outside of
county control, however, a cap on hours might force counties to-deny
necessary services. We believe that the department should evaluate the
causes of the increase in hours that has occurred in this decade in order
to provide the Legislature with more definitive information on how the
proposed limit on hours will affect recipients.

Chart 1

In-Home Supportive Services

Average Hours Per Case - . . _
Projected "

1983-84 through 1989-90 L] refoous" (grfgrew%:;thom 'p;mgram

Budget proposal

Actual (estimated for 1988-89)

80 -
70 4
60. -
50 4
40 4
30 4
20 4

10 1

8384 ~ 8485 8586 86-87 8788 8889  89-90
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2. The proposal would institutionalize existing differences between
counties. There is currently a tremendous amount of variation among
counties with respect to the average hours of service per case. We
reviewed data on average hours per case, and found that in 1987-88
average hours ranged from a high of 112 for Inyo County to a low of 22
for Tuolomne. In fact, while the statewide average has increased, some
counties have actually had a decrease in average hours. Table 6 dlsplays
average hours per case for 10 selected counties, in 1980-81, 1984-85, and
1987-88. We selected 1980-81 for comparison purposes since it was prior to
the passage of Ch 69/81, which established cost controls in the THSS
program. The first year after 1980 that saw a substantial increase in the
statewide hours per case was 1984-85. The table illustrates these varia-
tions between counties and shows that three counties—Solano, Los
Angeles, and San Fran01sco—-actually have reduced their average hours
per case since 1980-81.

Table 6

Department of Social Services
IHSS Program
Average Hours Per Case, Selected Counties.
1980-81 through 1987-88
{Selected Years)

Percent
Change
1980-81 to
County : 1980-81 1984-85 1987-88 to 1987-88
Contra Costa .......oovvvuiiiiiiiinnn, e 66 78 90 35.7%
S0lano. ... i . 53 50 80 50.2
San Diego ........oooevunni: T PN 55 67 . 78 424
Orange ............. . 83 73 7 - =70
San Bernardino 31 42 7 142.9
Los Angeles ...ooooviiiiiiiiiininiinn, 76 75 71 —6.6
San Francisco....ooovvvieririiiiieieniinerrennnees 72 61 66 =87
Santa Clara........o..coveeviinneinineiiinnninns, . 46 57 60 . 304
San Joaquin..........ooiiiiiiiiiiii 32 29 40 26.7
Ventura.........oee v 16 20 37 1292
Statewide average.............ocoeviiinnn, 60 63 - .68 13.1%

We are concerned that setting a limit based on current hours would, in
effect, eliminate incentives for counties to use uniformity, CMIPS, and
other initiatives to improve consistency. The proposal would have the
effect of rewarding counties that currently have a high number of hours
per case whether or not the high service awards are related to client
needs. In addition, the DSS would have little incentive to analyze and
identify the causes of the differences between counties or to develop
additional tools to assist counties in addressing factors under their control.
Moreover, setting hours in statute at current levels would ultimately
prevent the DSS from adjusting individual counties up or down in
response to future developments.

Limit on Hourly Pcymenls

The budget proposes to save $30.6 m11110n by limiting the hourly
payment for which the state will reimburse the counties to $4.69, which
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is the current cost for IPs. Some counties currently receive a hlgher rate
for THSS hours provided through the “contract mode” or the ‘welfare
staff mode”.

The department estimates that the total cost for contract hours would
be $54 million-in 1989-90 without this change, and that the 15 counties
with contracts will receive $24.2 million less under this proposal. The
department estimates that the welfare staff mode would have cost $8.2
million in 1989-90, but that the proposal would result in savings of $7.4
million in the 20 counties that use the welfare staff mode. The budget also
proposes to use $1 million of the “savings” in the welfare staff mode for
continuation of some supervision of IPs by welfare department staff.

The budget proposal presents counties that currently have IHSS
contractors or that use the welfare staff made to provide services with
two basic options. These counties could eliminate these other modes of
service and operate a 100 percent IP program to stay within their
allocations or continue to offer services in other modes and bear the
additional costs.

Currently, 94 percent of THSS hours are provided by-IPs, 5 percent by
employees of private agencies under contract to counties, and less than 1
percent by county employees—“welfare staff.” The department esti-
mates that without the proposed program change, the cost per hour for
the contract mode would be $8.71 in 1989-90. The department does not
estimate the welfare staff mode on a cost-per-hour basis, because the
allocation for these counties covers costs for services and for some
supervision of IPs. The department could not provide a breakdown of
these costs so it is not possible to develop a meaningful estimate of hourly
welfare staff costs.

We have the following concerns with this component of the proposal

1. The department may not have the statutory authority to implement
the proposal. Current law authorizes counties to use the contract mode,
the IP mode, or the welfare staff mode to provide IHSS services, While
the department has the authority to approve or deny county IHSS plans,
it is not clear to us that existing statute gives the department the
authority to deny a county plan solely because the county’s hourly rate is
higher than the IP rate. We therefore have submitted a request to the
Legislative Counsel for clarification of the department’s authority to limit
hourly IHSS payments.

2. The proposal may not actually save money in the long run. Our
analysis indicates that counties that provide 100 percent of their IHSS
hours through the IP mode do not necessarily have lower overall IHSS
costs than mixed-mode counties. Table 7 displays the average costs per
case for 10 counties—5 IP counties and 5 mixed-mode counties—during
the second quarter of 1988-89. As the table illustrates, the cost per case for
IP counties is not necessarily lower than the costs for m1xed-mode
counties.

There are several possible reasons why the IP mode is not always less
costly than the mlxe(F ode, even though the hourly rate for the IP mode
is substantially less than for the contract or the welfare staff mode.
Counties report that it is difficult to obtain IPs due to the low hourly
wage, particularly for recipients who need onlya few hours of service per
week. Some observers argue that without the availability of a contractor,
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Table 7
Department of Social Services
In-Home Supportive Services

" Average Monthly Cost Per Case—Selected Counties
October-December 1988

. . Average . Mixed-Mode ) Average
IP Mode Counties Cost Per Case . Counties Cost Per Case
Contra Costa $391 . San Diego $388
Alameda 373 San Francisco 367
Orange 338 San Bernardino 334
Los Angeles _ 300 Santa Clara 263
Sacramento ’ 254 San Joaquin 223
: Statewide Average $317

there is an incentive for counties to authorize higher hours of service so
that the case will be more attractive to a worker. Contractors can serve
several individuals who need a few hours of service each while still
employing full-time workers. In addition, contractors maintain that they
train and supervise their workers, thereby relieving county-employed
THSS social workers of this responsibility. A 100 percent IP mode could
also increase county staff costs because social workers would need to assist
recipients when IPs fail to show up or other problems arise. Since the
average costs per case.for IP counties is not necessarily lower than for
mixed-mode counties, it is not clear that the proposal would actually save
money in the long run. , :

3. The proposal does not specify what options counties will have if
they are unable to find enough IPs to meet all of their needs. Many
counties report difficulties in finding enough IPs, particularly for low-
hour cases and in emergency situations. In fact, it is our understanding
that some counties originally turned to the contract or welfare staff
modes to ease this availability problem. The department’s proposal does
not address the issue of the availability of IPs or outline counties’ options
if they are unable to find enough providers to serve all of their THSS
recipients.

4. The proposal does not specify how the department will allocate $1
million set aside for IP supervision. The budget includes $1 million for
the costs of county welfare department staff to supervise IPs. The
department has not provided the détails 6n how these funds will be used.
Our analysis indicates that there are several options for using these funds.

For example;, Los Angeles County has developed a limited worker -

registry at a county cost of $60,000 annually. A portion of the $I million
could be used to help counties develop worker registries. ‘

The Supplemental Report of the 1988 Budget Act required the DSS to
report to the Legislature by July 1, 1989 on the “supervised IP” mode.
The supervised IP mode involves using county staff to help recipients
locate and supervise their providers. The report requires the DSS to
compare the costs of this mode with the costs of the IP and contract
modes. The department could use a portion of the $1 million to hel
counties establish supervised IP mode for some of their IHSS caseload.
The department could also use a portion of the $1 million for training of
IPs in the care needs of recipients and the provision of services.

Conclusion. The department’s proposed “program refocus” is a major

olicy and fiscal proposal that the Legislature will have to consider in
ﬁght of its overall fiscal priorities. In order to fully assess the merits of the
proposal, however, we believe that the Legislature will need substantially
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more information than the department has currently provided. We
therefore withhold recommendation on the $574 million proposed in the
THSS program, including the proposed $64 million reduction, and recom-
mend that prior to budget hearings, the DSS provide the fiscal commit-
tees with the details of the proposal, the implementing legislation, and its
assessment of the proposal’s likely impact on the recipients, the counties,
and the long-term costs of the IHSS program.

LICENSED MATERNITY HOME CARE

The Llcensed Maternity Home Care (LMHC) am provides a
range of services to unmarried pregnant women un er t e age of 21. The
DSS negotiates annual contracts with seven homes that provide food,
shelter, personal care, supervision, maternity-related services, and post-
natal care (limited to two weeks after delivery) -to women in the
program. The department reimburses the homes at a monthly rate that
ranges from $1,127 to $1,308 per client. The department estimates that
the homes will provide services to 474 women in the current year.

Funds for LMHC are Overbudgeted

We recommend a General Fund reductwn of $250,000 to reflect
reduced costs in the LMHC program in 1989-90 (reduce Item 5180-
151-001 by $250,000).

The budget proposes General Fund expendltures of $22 million for
supgort of the LMHC program in 1989-90. Table 8 shows the amount of
funds budgeted and spent by maternity homes in the past four years. As
the table shows, expenditures have fallen short of the amount appropri-
ated for the program in each year since 1986-87. For exarnpf)e, the
department estimates that the homes will revert $255,466 to the General
Fund in the current year.

Table 8 -

Department of Social Services
Appropriations and Expenditures in the
Licensed Maternity Home Care Program

- 1985-86 through 1988-89
(dollars i in thousands)

. Est -

. B 1985-86 1986-87 1987-88 1988-89
ADPIOPriation . .......cocervvivrviennrnienieennn. $2,254 $2,254 $2,254 $2,154 .
Expenditures.............cceoennnnnn.. [ETTIN 2,287 2,048 1,962 . 1,899
Reversion to the General Fund ................. — $206 $292 o $255

2 Maternity homes used their own resources to cover the $33,000 “deficiency” in 1985-86.

The department advises that the reason maternity homes do not spend
all of the funds appropriated for the program is because they are
increasingly receiving reimbursement from the Aid to Families with
Dependent Children-Foster Care (AFDC-FC) program. Homes that are
licensed as AFDC-FC group homes tﬁplcally receive higher rates—an
average of $1,380 to $3,331 per mon Eendmg on -the service the
home provides—than they receive through the LMHC program. In order
to receive an AFDC-FC rate, the home must (1) be licensed by the
department as a foster care group home and (2) provide services to
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women who meet AFDC-FC eligibility criteria. In general, a young
woman is eligible for AFDC-FC if she has been adjudicated a dependent

¢

of the juvenile court due to abuse, neglect, or exploitation. Since not all
women who seek services from maternity homes meet the eligibility
criteria for AFDC-FC, maternity homes still seek reimbursement for
some of their clients through the LMHC program. According to the
department, however, maternity homes prefer to be reimbursed by the
AFDC-FC program whenever possible because of the program’s higher
reimbursement rates.

Given the rate differential between the AFDC-FC and LMHC pro-
gram, we believe that it is unlikely that the reimbursement preferences
of maternity home providers will change substantially from the current
to the budget year. Therefore, we recommend a General Fund reduction
i)f $2150,000 to more accurately reflect the program’s anticipated spending
evel.

GREATER AVENUES FOR INDEPENDENCE

The Greater Avenues for Independence (GAIN) program provides
education and training services to recipients of AFDC in order to help
them find jobs and become financially independent. The budget proposes
$215 million ($132 million General Fund, $80 million federal funds, $2.7
million reimbursements) for the GAIN program in 1989-90. These
amounts do not include funds proposed for support of the GAIN program
inl{tems 6110-156-001 and 6110-166-001, and Section 22 of the 1989 Budget
Bill.
Overview of the GAIN Budget Request

Table 9 displays expenditures from all funding sources proposed for
GAIN in the current and budget years. The table also displays expendi-
tures for each of the components of the GAIN program. As the table
shows, the budget proposes to fund the program from two major sources:
(1) funds appropriated specifically for GAIN and (2) funds redirected
from other programs. '

Table 9
Department of Social Services
. GAIN Program
Proposed Expenditures and Funding Sources
1988-89 and 1989-80
{dollars inh thousands)

Change
" Est. Prop. from 1988-89. .
" 1988-89° 1989-90 Amount Percent
EXPENDITURES BY COMPONENT . :
Registration, orientation, and appraisal ....... $13,035 $13,639 $604 5%
Education ...........ooevveneneenansen FUTTTOTIN 158,253 99,089 —59,164 -37
Job search....... e e e 43,695 28,772 —14,923 -3
ASSESSTNENL . .. evvvreriiriiiieeiiiiieeiaanns - 15,170 10,404 —4,766 =31
Training........cooceiiiieiniinniiennenienes 93449 - 167,555 74,106 i 79
Long-term PREP .........ocooviiiiniinnnnens 18,443 25,718 - 7,276 39
90-day.child care............coovuniniinis Ceerees 6,144 - 6,78 640 10
Planning:........ocouivvieinneninnieniiionennns 19,000 — 19,000 —100
. Child care licensing. .......... o eerreein e 309 4 —246 -79
Evaluation. .........ccovvviviiiinniinnninninnn.. 541 643 102 19
County administration.:...............oceenens 365 . 368 3 1

CTotals uvvneniiiii $368,404 $353,036 —$15,367 —4%




628 / HEALTH AND WELFARE Item 5180

SOCIAL SERVICES PROGRAMS—Continued

FUNDING SOURCES
Funds appropriated for GAIN
General Fund . . -
Department of Social Services.............. $153,500 $132,100 —$21,400 -14%
* State Department of Education............. , 13,100 13,100 - -
"Adult education ....... e (5,900) (5,900) (=) . (=)
_ Match for JTPA education funds.......... . (7,200 (7,200) =) (=)
Department of Finance..................... 44,000 24,100 -19900 - - —45
Subtotals, General Fund .................... ($210,600) (8169,300)  (—$41,300) ' (—=20%)
Federal funds..........cocoiviviinnindiiininnn, 61,800 80,400 ©18600 - 30
Totals, funds appropriated for GAIN......." $272,400 $249,700 —$22,700 T —8%
Funds redirected for GAIN ‘
General Fund : : ) o
Existing ADA funds.............. e  $42,800 $32,400 ~§$10,400 1 -24% -
Adult education .............ooeiniiinn. (13,900) (11,000) (—2,900) (—21)-
Regional occupation centers and pro- - T o
GIAMS. ...reeenieineenennanes ST (2,000) ~(T,000) (5,000) (250)
Community colleges ...................... (26,900) (14,400)  (—12,500) ~  (—46)
Careér opportunity development o ) o :
programs ........... L veereeeii i e eaena " 500 = - —500. - 100
Cooperative agencies resources for educa- o : - P
170) + R S S S SN 700 700 — .
- Job agent/service center.................... 1,000 1,000 — =
Subtotals, General Fund .................. ($45,000) ($34,100)  (—$10900) - = - (—24%)
Employment Training Fund .................. $1,000 $1,700 $700 70%
Federal funds ) - .
JTPA . $23,100 $38,700" $15,600 68%
Training .......7..coennens e (7,600) '(29,700) (22,100) (291)
"Education. .......cccoeeieniiiiiiiniiint. (15,500)- =~ (9,000) (—6500) i (—42)
“Jobservice.. ... 6,100 - 6,623 . 523 : -9 -
Career opportunity development o : ™
PrOZIAINS . .vivvreriniieinanessoreensaenses 4,100. - —4,100 = -—100-:
Community services block grant ........... 1,500 1,600 .o 100 . 7.
Vocational education block grant........... 4,800 7,100 2,300 48
Refugee social services.................c.oui - 5,100 5,000 -100 -2
PELL grants................... PRI 5,300 8,500 3,200 60
Subtotals, federal funds.................cuns ($50,000) ($67,523) ($17,523) (35%)
Totals, funds redirected for GAIN........... $96,000 $103,323 - $7323 8%
Grand totals, all funding sources®...............  $368,400 $353,023 —$15,377 —4%

2 Current-year figures have not been revised from those in the 1988 Budget Act.
® Figures do not add to expenditure totals due to rounding.

Expenditures. Table 9 shows that the budget proposes $353 million in
expenditures for the GAIN program in 1989-90, which represents a
decrease of $15 million, or 4.2 percent, below the amount provided in the
1988 Budget Act. The department indicates that this level of expenditures
is $65 million below the amount needed to fully fund the GAIN program
in 1989-90. We discuss the implications of this funding “shortfall” below.
In addition, the department has not revised its current-year figures to
reflect updated caseload and cost data. We discuss the department’s
estimate of current-year expenditures in more detail below. As Table 9
shows, the largest decreases are for (1) the costs to serve GAIN
participants who are in the education component of the program (—$59
million) and (2) the costs to plan and implement the program: (—$19
million). These decreases are partially offset by a $74 million increase in

i
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the costs to serve GAIN participants who are in the training component
of the program. ' RS
- Funds Appropriated for GAIN. Table 9 shows: that the bulk of the
support for.the program is derived from funds specifically appropriated
for GAIN.: The largest appropriation is the $132 million General Fund
appropriation proposed for the DSS. This represents a decrease of $21
million, or 14 percent, below the amount appropriated to the department
in the current year. : ' C ) T :
Redirected Funds. As shown in the table, the budget assumes that $103
million ‘in ‘funds proposed for existing programs will be available to
provide services to GAIN participants. For example, the budget assumes
that GAIN participants will receive education and training -services
totaling $32 million, at rio charge to the GAIN program, through ADA
funds appropriated for adult education, community colleges, and regional
occupational centers and programs. The budget also:assumes that $39
million in federal Job Training Partnership Act (JTPA) funds will be
spent on GAIN participants. IR ~
-While Table 9 breaks out GAIN expenditures by program component,
Table. 10 shows how the $353 million proposed for GAIN would be
distributed among expenditure categories. Table 10 -shows that over
one-half of the funds (56 percent) are proposed for program costs—the
costs incurred by county and contract staff to provide direct services,
such as job search, education, and training to GAIN participants. An
additional $84 million, or 24 percent of total costs, is for supportive
services, including child care, transportation, and ancillary costs (such as
books and work-related clothing) provided to participants. Finally, $72
million;. or 21 percent of total costs, is for administrative costs, which
consist primariﬂl of county costs to administer the GAIN program.

Table 10

Department of Social Services
GAIN Expenditures by Category

1989-90
{dollars in millions) )
Proposed Percent of
1989-90 Total
Program costs
(051211712 10) ) PO PPN $1.3 04% .
Testing and evaluation. ..............coiiiiiiiiinininn. 113 32
Education ....... et e e r e 584 16.6°
Job club/search ........,.... X 170 . 48
ASSESSINENE .. ..viviiniiiniieiii e FPORN ] 74 ' 21
" “Training and vocational education.............ocovivevvinnnns S (1) 28.8
Long-term PREP............covviviiiiniiiiniieiinienneieeneanns T -
Subtotals, program costs...............coooiiiiiinin, ($197.0) - (55.8%)
Supportive services : ’ . : .
"Child-care.......... P L P $49.9 : 14.1%
Transportation .......... R e - 304 ; 86
Ancillary expenses®.........cc.coeeiiiiiiiiiieiee e, 33 09
Subtotals, supportive services............... N . ($83.6) L (23T%)
Administration............ R S eeenns $724 - _20.5%
Totals.....oovvivirinniiiieiiiinenienn, O “$353.0 - - 100.0%

2 Supportive services for long-term PREP total $11 million. The actual “program” costs are AFDC grant
payments made to GAIN participants.
b Includes workers’ compensation costs for participants in certain training components.
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Status of GAIN Implemenfuhon

As of January 1989, 56 of the 58 counties had 1mplemented GAIN
programs. The department indicates that the two remaining counties-
—Calaveras and Tuolumne—will implement GAIN programs before May
1989.

Table 11 shows the distribution of counties according to when they
implemented GAIN programs and compares it to the county implemen-
tation schedule anticipated at the time the 1988 Budget was enacted. The
table shows that of the 58 counties, 16 counties implemented GAIN prior
to October 1987 and 21 counties implemented GAIN programs between
October 1987 and July 1988. Thus, the department estimates that 37
counties will operate GAIN programs for the full year in 1988-89. By
comparison, the department anticipated that 46 counties would operate
full-year GAIN programs- at the time the 1988 Budget was enacted. In
addition, the table shows that 8 counties started, or will start GAIN
programs after September 1988. At the time the 1988 Budget Act was
enacted; the department estimated that all counties which had not
1mplemented GAIN by July 1988 would begin to operate GAIN programs
by September 1988.

Table 11

. Department of Social Services .
GAIN Program Implementation Schedule
. May 1988 Estimate Comparqd to Actual

May 1958 Estimate of Actual
: - Implementation Schedule  Implementation Dates
Date of implementation

Prior to October 1987 .......ccocvvvinininnnin 16 16
October 1987-July 1988..........ccvvveniniins 30 : 2l

Subtotals, full-year 1988.................... “'(46) (37)
August 1988.........oiiiiiiiiiiinie 2 5
September 1988..........c..ccvvvenininilt e ' 10 8
After September 1988...............ceun — _8

Totals....oovveviiiriierce e 58 58

Current-Year Expenditures

We recommend that the department report to the f' scal committees
prior to budget hearings, on its most recent estimate of current-year
county allocations and expenditures and the amount of unspent Sunds
that will revert to the General Fund.

As Table 11 shows, counties have not all implemented their GAIN
programs according to the schedule that was anhcrpated at the time that
the 1988 Budget Act was enacted. The delays in implementation should
result in 1988-89 expenditures that are lower than those anticipated when
the budget was approved. The department has not revised its expendi-
ture estimates for the current year to reflect the slower implementation
schedule ‘shown on Table 11. Therefore, we recommend that the
department report to the fiscal committees prior to budget hearings, on
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the most recent estimate of current-year .allocations and. expenditures
and the amount of resulting carryover that could be reappropriated for

the budget year.”

Budget Shortfall

The budget proposes total GAIN expenditures from all funding sources
of $353 million in 1989-90. The department estimates that this amount is
$65 million less than the amount needed ($418 million) to fully fund the
anticipated caseloads in all counties in 1989-90. ’

Statutory Participation Restrictions. Current law provides that when
a county’s GAIN budget is insufficient to cover program costs, the county
must reduce its caseload according to a specified schedule. Specifically,
counties ‘must first exclude applicants for assistance under tﬁe' AFDC-
Unemployed Parent (AFDC-U) programi, followed by applicants: for
assistance under the AFDC-Family Group (AFDC-FG) program. If these
participation restrictions are not enough to bring costs within the amount
allocated to the county it must restrict participation by specified catego-
ries of -AFDC recipients. The department indicates that the level of
funding proposed in.the budget is sufficient to serve the entire antici-
pated statewide GAIN caseload in 1989-90 except all AFDC-U applicants
and 60 percent of AFDC-FG applicants. :

GAIN Program Funding and County Allocations. The actual GAIN
caseload that will be served in 1989-90. depends on how the department
allocates the available funds to the counties. This is because each county
will serve the “mix” of participants that it can afford to serve based on its
own costs and on the amount of its allocation. Thus, some counties may
serve all of their potential caseload except for the AFDC-U applicants and
60 percent of the AFDC-FG applicants, while others may serve higher or
lower shares of their potential caseloads. It is our understanding that in
February 1989 the department will propose an allocation formula for
1989-90. SRS ‘

Legislature’s Request for a Uniform County Allocation Plan. The
1988 Budget Act appropriated an amount of funds for the GAIN program
that the Legislature recognized would not be sufficient to fully Fungr the
anticipated  GAIN caseloads in 1988-89. To accommodate any 1988-89
shortfla)lll, the Legislature approved a two-tiered allocation formula for
1988-89. Specifically, the 1988 allocation gave higher levels of funding to
the 18 counties that had implemented their GAIN programs by October
1987 than it gave to the remaining counties. - .

At the time the Legislature enacted the 1988 Budget Act, it recognized
that this two-tiered funding approach should only be used temporarily.
Thus, the Supplemental Report .of the 1988 Budget Act declared the
Legislature’s intent to move toward a uniform, statewide method of
allocating funds to the counties. To help accomplish this, the supplemen-
tal report requires the department to report to the Legislature by March
15, 1989 on'its plans and timetable for implementing a uniform statewide
allocation methodology for the GAIN program. We will provide our
analysis of the department’s proposed GAIN allocation methodology after
we have reviewed the department’s report. -

The Federal Family Support Act of 1988

One of the major issues for the Legislature to consider in its delibera-
tions on the 1989-90 GAIN budget, is the effect of the recently enacted

2178859
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federal Family Support Act (FSA). The FSA is des1gned to promote
self-sufficiency among welfare recipients and reduce their dependence
on the welfare system. We have provided our analy51s of the FSA in a
separate report entitled Federal Welfare Reform in California: A Review
of the Family Support Act of 1988 (Legislative Analyst’s Office Report
No. 89-2). Our analysis indicates that the state will need to make several
changes in the GAIN program in order to comply with the requ1rements
of the FSA.

.Among other things, the FSA establishes the ]OBS program to prov1de
education, training, and employment services to AFDC recipients. The
program is similar in most respects to the state’s existing GAIN program:
There are, however, several significant differences between these two
programs, as we discuss in our report. The FSA 'requires states to
implement a JOBS program by October 1, 1990, as a condition of
continuing eligibility for federal AFDC fundlng However the act allows
states to implement a JOBS program as early as July 1989 and provides
additional federal financial part101pat10n (FFP) for states Wthh choose to
do so.

In our report, we advise the Legislature that its de01s1on about when to
implement JOBS depends on the extent to which it believes that the
changes required by the FSA will disrupt the GAIN program. If the

Legislature determines that the changes required by the FSA would- be

too disruptive to the GAIN program, it should use as' much time as is

available to plan and implement these changes in a way that minimizes
any potential disruption. Alternatively, if the Legislature determines that.

the required changes pose only a minor disruption to the GAIN program,
it could implement a JOBS program as early as ]uly 1989 and thereby
maximize the amount of FFP the state can receive for JOBS. It is
important to note, however, that implementation of JOBS by July 1989
will not be easy, due to the statutory and administrative changes that
must be made prior to starting California’s JOBS program..

JOBS in the 1989-90 Budget. The department’s 1989-90 GAIN' proposal
assumes that California will implement a JOBS program in January 1990.
The department also assumes that the GAIN program will continue to
operate as under current law, with one exception. This exception is to
make participation in the GAIN program mandatory for AFDC parents
whose. youngest child is three years of age ‘or older, as required by the
FSA. Currently, the GAIN program exempts from participation AFDC
parents whose youngest child is less than six years of age.

Table 12 shows the department’s estimate of the fiscal effect of its
assumptions with respect to JOBS. As the table shows, the net effect of
the department’s assumptions with respect to the ]OBS program is to (1)
increase the total costs of the program by $25 million and (2) reduce
General Fund costs by $17 million.

It is important to note that both of the estimates shown in Table 12
reflect the department’s assumption that counties will not provide GAIN
services to AFDC-U applicants or 60 percent of the AFDC-FG applicants
in 1989-90. Thus, neither estimate reflects the full implementation costs of
the GAIN program.
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‘Table 12
Department of Social Services
Effect of Implementmg the New. Federal JOBS Program

1989-90
(dollars |n millions)

‘ GAIN Cost Assummg ‘
GAIN Costs Without January 1990 - - Fiscal Effect
Implementation of ~ Implementation of - of JOBS :
R the JOBS -Program the JOBS Program Implementation

General Fund..................... . $186.0 $169.3 - - —816.7
Federal funds ..................... 384 804 42.0
Redirected funds.................. 103.3 103.3 —
Total GAIN program......... $327.7 - $353.0 $25.3

Departhjent of Social Services
COMMUNITY CARE LICENSING

Item 5180-161 from the General
Fund and the Federal Trust

Fund . , ' Budget p. HW 175
Requested 1989-90 ...t e sesbo s $15,589,000
Estimated 1988-89 ........ccococemmeeevnirerisneeeeesreceresssssnssineerennennens 14,804,000
AcCtUAl 1987-88 ..ottt sasss st n b sns 12,662,000

Requested increase $785,000 (+5.3 percent)

Total recommended reduction ............coceeenerenreveseeieeeene. None

1989-90 FUNDING BY ITEM AND SOURCE

Item—Description .. .Fund Amount
5180-161-001—Local assistance General $10,044,000
5180-161-890—L.ocal assistance ‘ Federal 5,545,000

Total $15,589,000

GENERAL PROGRAM STATEMENT

This item contains the General Fund approprlatlons and federal funds
for (1) the state’s cost of contracting with the counties to license foster
family homes and family day care homes and (2) foster family home
recruiting activities by counties. Funds for direct state licensing activities
are proposed in Item 5180-001-001—-department support.

Foster family homes are licensed to provide 24-hour residential care to
children in foster care. In order to qualify for a license, the home must be
the residence of the foster parents and must provide services to no more
than 6 children. Family day care homes are licensed to provide day care
services for up to 12 children in the provider’s own home.

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The - budget proposes - two. appropriatibns totaling - $15,589,000
($10,044,000 General Fund-and $5,545,000 federal funds) to reimburse
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counties for licensing activities in 1989-90..This is an increase of $785,000,
or 5.3 percent, over estimated current-year expenditures. The increase is
due to (1) a projected 5.8 percent increase in the foster family home
caseload ($621,000), (2) a projected 5.2 pereent increase in family day
care caseload ($400,000), and (3) a technical error in the department’s
estimate of family day care licensing costs in 1988-89 (—$236,000). (We
anticipate that the department will correct the technical error in its
current-year expenditure estimate at the time of the May revision.) Table
1 displays program expenditures and funding sources for this program-in
the past, current, and budget years.

Table 1

Department of Social Services
Community Care Licensing
Budget Summary
1987-88 through 1989-90
(dollars in thousands)

Co Change From
Actual Est. Prop. 1985-89

Program 1987-88 198889  1989-9  Amount  Percent
Family day care licensing

General Fund.............cooieviinninnn, $3,994 $4,336 $4,500 $164 3.8%
Foster family home licensing................ 8,668 8,468 9,089 621 73

General Fund............c..cccueeveeionn.s (3313)  (4093)  (454) (451 (11.0)

Federal funds ............c.coeecverunnnn.. (3355)  (4375)  (4545)  (170) (39)
Foster family home recruitment ............ 2,000 2,000 2,000 —_ -

General Fund.............coooviinann,, {1,000) (1,000) (1,000) — —

Federal funds ...........ccovvoveveneunnnn. (1L000) _(1000)  (1,000) _—  _ —

Totals «.ovvvenniie e " $12,662 $14,804 $15,589 8785 5.3%

Funding Sources
General Fund .........c.ooveviiiiiinnniin, $8,307 $9429 810,044 3615 . 65%
Federal funds ....................cooeiii.. 4355 5375 5545 170 32

Our analysis indicates that the proposed budget is reasonable.

Department of Social Services
COST-OF-LIVING ADJUSTMENTS

Item 5180-181 from the Federal

Trust Fund Budget p. HW 177
Requested 1989-90..........ccrrrveeieirinnreseeseesssereesennas evirveeserenes $27,323,000
Recommendation pending ..........ccvweeeereereereeisernereneserionsisnecanies None

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

This item appropriates $27.3 million to cover the federal share (50
percent) of the costs of the cost-of-living-adjustments (COLAs) that the
Department of Social Services (DSS) anticipates that counties will
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provide to their welfare department employees in 1989-90. This amount
includes $2.9 million for the COLA for county employees in the Child
Welfare Services (CWS) program and $24.4 million for the COLA for
other county welfare department employees.

In accordance with the policy -established by the Legislature in
previous Budget Acts, the state will not pay for any of the costs of the
1989-90 COLA until 1990-91. The County Administration budget (Item

5180-141-001) includes $9 million and the CWS budget (Item 5180-

151-001) includes $15 million for the General Fund share of the costs in
1989-90 of the COLA that counties provided their welfare department
staff during 1988-89. We recommend that this item be approved.

Budget Proposes To Suspend Statutory COLAs

In previous years, this item has included appropriations from both the
General Fund and federal funds to provide COLAs that are required by
statute for grants provided to recipients of Aid to Families with Depen-
dent Children-Family Group (AFDC-FG) and AFDC-Unemployed Par-
ent (AFDC-U), Supplemental Security Income/State Supplementary
Program (SSI/SSP), and the Refugee Cash Assistance program. The
budget, however, assumes the enactment of legislation to suspend the
requirement for COLAs in these programs. According to the DSS, the
proposed suspension of the COLAs for the programs would result in a
General Fund savings of $243 million ($105 million in AFDC-FG&U grant
savings and $138 million in SSI/SSP grant savings). We discuss the impact
of suspending the COLAs on AFDC and SSI/SSP grants in the analyses of
each of these programs (please see Items 5180-101 and 5180-111).

Youth and Adult Correctional Agency
DEPARTMENT OF CORRECTIONS

Item 5240 from the General '
Fund and various funds Budget p. YAC 1

Requested 1989-90  .........oovoerreossscoererosssrreen . $1,862,131,000
ESHMAEd 198889 ....ovvocesoceeeessivessiessteoeessrrssescreesniesesscersioes 1,651,227,000
ACEUAL 18T-88 eooreer e sereeeessoeessssesesssssreessssnssesssenseesssnessosses 1,429,594.000

Requested increase (excluding amount ,
for salary increases) $210,904,000 (+12.8 percent) ;
Total recommended reduction .........c..cccveervenerenrresssessscnnens 1,418,000
Recommendation pending ..........cccooopeveesierernnersninessescnssssssenens 104,000,000






