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The SEP has grown significantly in recent years, showing a 40 percent 
increase in caseload from 1987-88 to 1988-89. The department, however, 
does not have data on the effectiveness of the program. 

The department will present revised estimates in May, which will be 
based on more recentcaseload and expenditure data. Because the revised 
estimates will be based on more recent information, they will provide the 
Legislature with a more reliable basis for budgeting expenditures for 
1990-91. Consequently, we withhold recommendation on the amount 
proposed for W AP and SEP, pending receipt of a detailed description of 
the Governor's proposed legislation and a review of the May estimates. 

SUPPORT OF COMMUNITY FACILITIES 

.The departm:ent supports community-based services by providing 
technical consultation and grants to rehabilitation facilities and indepen­
dent living centers. 

As stated previo"psly, the budget proposes to redirect $2.6 million from 
grants for rehabilitation facilities to augment case services iIi the VR 
Services Program. 

The budget also proposes an augmentation of $150,000 from the 
, General Fund to support two independent living center branch offices in 
Kern and Riyerside CQunties. These funds will replace federal funds 
currently used for this purpose. The independent living centers provide 
services to severely disabled individuals in order to assist them in 
achieving social and economic independence. 

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 

. Dep~n.dent Children (AFDC) and the Supplemental Security In­
come/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 personal care assistance, and child and adult protective 
services .. The budget proposes total expenditures of $11 billion for 
programs administered by the department in 1990-91. This is an increase 
of $644 million, or 6.2 percent, above estimated current-yeat expendi­
tures. Table 1 identifies total expenditures from all funds for programs 
administered by the DSS for the past, current, and budget years. 
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DEPARTMENT OF SOCIAL SERVICES-Continued 
Table 1 

Department of Social Services 
Budget Summary 

Expenditures and Revenues, by Program 
All Funds 

1988-89 through 1990-91 
(dollars in thousands) 

Program 
Departmental support ...................... . 
AFDC· ...................................... . 
Supplemental Security lncome/State Sup-

plementary Program b .................. . 

Special adult ................................. . 
Refugee ...................................... . 
County welfare department administra-

Actual 
1988-89 
$228,580 
4,846,163 

1,976,109 
3,357 

33,561 

Est. 
1989-90 
$273,105 

5,388,451 

2,182,412 
. 3,772 
44,782 

Prop. 
1990-91 

. $260,119 
5,847,888 

2,230,532 
4,161 

51,058 

tion • ..................................... 816,509 987,002 1,080,188 
Social services •. c ............................. 1,242,315 1,496,114 1,485,502 
Community care licensing................... 14,804 15,004 14,225 
Special adjustments - COLA •.............. 61,276 

Totals .................................... $9,161,398 $10,390,642 $11,034,949 
Funding Sources 

Item 5180 

Change From 
1989-90 

Amount Percent 
-$12,986 -4.8% 

459,437 8.5 

48,120 
389 

6,276 

93,186 
-10,612 

-779 
61,276 

$644,307 

2.2 
10.3 
14.0 

9.4 
-0.7 
-5.2 

6.2% 

General Fund c 
••.•.•..•.•..•.•.••.•..••..•.•. $5,238,647 

Federal funds b. . . • . • . . . . • . • . . • . • . • . . • . • . . . . • . 3,379,273 
$5,921,050 
3,861,121 

582,276 
15,027 
1,079 

$6,230,639 $309,589 5.2% 
7.5 
7.7 County funds.......... ................... .... 527,178 

Reimbursements.............................. 10,542 
State Children's Trust Fund. . . . . . . . . .. .. . . . . 2,073 
Foster Family Home and Small Family 

Home Insurance Fund .................. . 
Life-Care Provider Fee Fund . .............. . 
California Individual and Family Supple-

mental Grant Fund .................... . 
State Legalization Impact Assistance Grant 

funds .................................... . 
Residential Care Facilities for the Elderly 

Administration Certification Fund ..... 

• Includes county funds. 
b Excludes SSI federal grant funds. 

165 

250 

3,270 

556 
192 

9,309 

32 

4,150,363 289,242 
627,021 44, 745 
12,825 -2,202 
1,079 

157 

12,842 

23 

-556 
-35 

3,533 

-9 

-14.7 

-100.0 
-18.2 

38.0 

-28.1 

c Excludes General Fund expenditures for GAIN from Control Section 22 and other funds fo~ GAIN 
appropriated in other items in the Budget Bill. Table 8 in our analysis of the GAIN Program in Item 
5180-151-001 displays all the funds appropriated in the Budget Bill for GAIN. .. 

Table 2 shows the General Fund expenditures for cash grant and social 
services programs administered by the DSS. The budget requests a total 
of $6.2 billion from the General Fund for these programs in 1990-91. This 
is an increase of $310 million, or 5.2 percent, over estimated current-year 
expenditures. The increase is due largely to caseload increases in the 
AFDC Program. 



Item 5180 HEALTH AND WELFARE / 673 

Program 

Table 2 
Department of Social Services 

General Fund Expenditures 
1988-89 through 1990-91 
(dollars in thousands) 

Actual Est. Prop. 
1988-89 1989-90 1990-91 

Change From 
1989-90 

Amount Percent 
Departmental support ....................... $81,152 $109,497 $95,890 -$13,607 -12.4% 
AFDC ....................................... · .. 2,352,859 2,628,897 2,902,009 .273,112 10.4 
Supplemental Security Income/State Sup-

plementary Program .................... 1,962,347 2,165,655 2,216,846 . 51,191 2.4 
Special adult. .................................. 3,286 3,697 4,086 389 10.5 
County welfare department administration. 154,053 182,887 200,943 18,056 9.9 
Social services·. : ............................. 675,521 820,890 802,288 -18,802 -2.3 
Community care licensing ........... ; ....... 9,429 9,527 8,577 -950 -10.0 

Totals .................................... $5;238,647 $5,921,050 $6,230,639 $309,589 5.2% 

• Excludes General Fund expenditures for GAIN from Control Section 22 and other funds for GAIN 
appropriated in other items in the Budget Bill. Table 8 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 176 

Requested 1990-91 ... ,...................................................................... $260,119,000 
Estimated 1989-90 ........................................................................... 273,105,100 
Actual 1988-89' .................................................................................. 228,580,000 

Requested decrease (excluding amount 
for salary increases) -$12,986,000 (-4.8 percent) 

Total recommended reduction ............................................•...... 
Recommendation pending .......................................................... . 

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-001'()()I--Support 
5180-001-131--Support 

5180-001-890--Support 
5180-011'()()I--Support 
5180-011-890-Support 
Less General Fund transfer 
Less Federal Trust Fund transfer 

Subtotal, 5180-001-131 
Reimbursements 
Welfare and Institutions Code Section 

1793-Appropriation 
Health and Safety Code Section 

1793-Appropriation 

Fund 
General 
Foster Family Home and Small 

Family Home Insurance 
Federal. 
General 
Federal 

State Children's Trust 

Life-Care Provider Fee 

116,000 
676,000 

Amount 
$95;323,000 

740,000 

153,358,000 
504,000 
236,000 

""-504,000 
...,.236,000 

(-) 
9,590,000 

79,000 

157,000 
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Departmental Support-Continued 
Chapter 434, Statutes of 1989 

Health and Safety Code Section 
1569.69-Appropriation 

ControLSection 23.50-Support 

Residential Care Facilities for 
the Elderly Administrative 
Certification 

General 

State Legalization Impact Assis­
tance Grant 

23,000 

63,000 

786,000 

Total $260,119,000 

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS 
Analysis 

page 

1. Child Welfare Servi~es (CWS) - Development of Case 
Management System. Recommend that, prior to budget 
hearings, the department provide the Legislature with (a) a 
more realistic time frame for issuing the department's re­
quest for proposal, (b) an estimate of the time it will take to 
resolve bidder prot.ests, and (c) a revised estimate of staffing 
needs for the budget year. 

2. Aid to Families with Dependent Children-Foster Care .:..­
Group Home Audits. Withhold recommendation on $427,000 
($235,000 General Fund) pending receipt of the depart­
ment's plan for 'auditing group homes in the budget year and 
an estimate of the costs of the audits. 

3. Audit Appeals. Withhold recommendation on $249,000 
($138,000, General Fund) pending information on current 
and revised, staffing requirements . 

.4. Substance ExposedlHIV-Positive In/ant Demonstration 
Project. Reduce reimbursements to Item 5180-()()1-()()1 by" 
$116,000. Recommend deletion of funding for proposed 
expansion of the pilot program because the proposed use of 
federal funds is inconsistent with federal law. 

5. Community Care Licensing - Family Day Care Licensing. 
Withhold recommendation on a proposed General Fund 
reduction of $1.4 million, which reflects a proposed restruc­
turing of the Family Day Care Licensing Program. Recom- , 
mend that the department, prior to budget hearings, pro­
vide the fiscal committees with specified information on the 
health and safety effects of the proposed reduction. 

GENERAL PROGRAM STATEMENT 

678 

680 

681 

682 

683 

The Department of Social Services (DSS) administers income mainte­
nance, food stamps, and social services programs. It is also responsibl«;l 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, Supplemental Security 
In.come/State Supplementary Program (SSI/SSP), and Medi­
Cal/Medically Needy Program. 

The department has 3,642.5 personnel-years in the current year. to 
administer these programs. 
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MAJOR ISSUES 

~ The budget proposes a 43 percent reduction of effort 
L;.,l in family day care licensing, for a total General Fund 

savings of $2.8 million ($1.4 million in this item). 

OVERVIEW OF THE BUDGET REQUEST ., 
The budget proposes expenditUres of $260.1 million from all, funds, 

including reimbursements, for support of the department in 1990-91.This 
is $13 million, or 4.8 percent, less than estimated current-year expendi­
tures. If $19.4 million in one-time, earthquake disaster relief funds were 
removed from current-year estimated expenditures, however, the budget 
proposal would represent a 2.5 percent increase. Of the total amount 
requested, $105.7 million is from state funds ($95.9 million General Fund) 
and $154.4 million is from federal funds. Table 1 identifies the depart­
ment's expenditures by program and funding source for the past, current, 
and budget years. 

Table 1 
Department of Social Services 

Expenditures for Departmental Support 
1988-89 through 199().91 
(dollars in thousands) 

Change From 
Actual Est. Prop. 1989-90 

Program 1988-89 1989-90 " ·1990-91 Amount Percent 
AFDC-Family Group and Unemployed 

... :.Parent .................................... $15,118 $16,112 $16,816 $704 4.4% 
AFDGFoster Care ........................... 3,279 4,192 4,822 630 15.0 
Child support enforcement.. ................ 10,164 12,526 12,302 -224 ~1.8 
Supplemental Security Income/State Sup-

plementary Program .................... 516 633 645 12 1.9 
Special adult. ................................. 359 345 355 10 2.9 
Food stamps .................................. 20,036 22,155 22,546' 391 1.8 
Refugee programs ............................ 5,li3 6,040 6,231 .191 3.2 
Child welfare services ........................ 4,765 6,885 1,832 947 13.8 
County services block grant ................. 1,050 1,200 1,195 -5 :"-0.4 
In-home supportive services ................. 1,688 2,241 1,982 -259 ~11.6 
Specialized adult services .................... 837 762 812 50 6.6 
Employment programs ...................... 7,127 7,737 7,885 148 1.9 
Adoptions ..................................... 8,650 10,112 10,312 '200 2.0 
Child abuse prevention ...................... 1,558 1,810 1,844 34 1.9 
Community care licensing ................... 35,321 39,941 42,272 2,331 5.8 
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Departmental $upport-Continued 
Table 1-Continued 

Department of 'Social Services 
Expenditures for Departmental Support 

1988-89 through 1990-91 ' 
(dollars in thousands) 

Change From 
Actual Est. Prop. 1989-90 

Program 1988-89 1989-90 1990-91 Amount Percent 
Disability evaluation ......................... 103,863 113,722 114,823 1,101 1.0 
Administration ............................... 9,136 7;292 7,445 153 2.1 
1989, earthquake relief ....... ; ............... 19,400 -19,400 -100.0 

Totals .................................... $228,580 $273,105 $260,119 -$12,986 -4.8% 
Funding Sources 
General Fund ................................ $81,152 $109,497 $95,890 -$13,607 -12.4% 
Federal funds ................................ 138,549 152,544 153,594 1,050 0.7 
Reimbursements .............................. 7,911 9,301 9,590 289 3.1 
State Children's Trust Fund ................. 48 79 79 
State Legalization Impact Assistance 

Grant .................................... 505 904 786 -118 -13.1 
Foster Family Home Insurance Fund . ...... 165 556 -556 -100.0 
Life-Care Provider Fee Fund ................ 192 157 -35 -18.2 
California Individual and Family Supple-

mental Grant Fund .. .......... ; ........ 250 
Residential Care Facilities for the Elderly 

Administrative Certification Fund ..... 32 23 -9 -28.1 

Proposed General Fund Changes 
Table 2 shows the changes in the department's support expenditures 

that are proposed for ,1990-91. Several of the individual changes are 
discussed later in this analysis. 

Table 2 
Department of Social Services 

Departmental Support 
Proposed 1990-91 Budget Changes 

(dollars in thousands) 

1989-90 expenditures (revised) ...................... . 
Workload adjustments 

Expiration of limited-term positions .............. . 
EIinllnation of one-time costs - disaster relief ... . 
Greater Avenues for Iiidependence - continua-

tion of limited-term po~tions ................... . 
Relinquishment adoptions program - continua-

tion of limited-term positions .................. .. 
AFDC-Foster Care (FC) and county administra-

tion audits ......................... ' ............... . 
Full-year funding of positions .................... .. 
Position reduction in Disability Evaluation Divi-

sion ............................................... . 

General 
Fund 
$109,497 

-$1,444 
-19,400 

851 

390 

138 
608 

Other................................................ 56 
Subtotals, workload adjustments................. (-$18,801) 

Other 
Funds a 

$163,608 

-$1,539 

786 

209 

III 
27 

-545 
ISO 

(-$801) 

Total 
Funds 
$273,105 

'-$2,983 
-19,400 

1,637 

, 599 

249 
635 

-545 
206 

(-$19,602) 
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Cost adjustments 
Employee compensation ........................... . 
Office expenses and equipment .................. .. 

Subtotals, cost adjustments ...................... . 
Program adjustments 

Implementation of Ch 1294/89: ................... . 
Development of child welfare services case 
management system ............................. . 
Implementation of AFDC-FC rate reform ..... . 

Community care licensing staff caseload growth .. 
FamilY.day care home licensing - program re-

duction ........................................... . 
Foster Family Home and Small Family Home 

Insurance Fund .................................. . 
Expansion of pilot program for substance-

exposed/HIV positive infants ................... . 
Other ............................................... . 

Subtotals, program adjustments ................. . 

1990-91 expenditures (proposed) .................... . 
Change from 1989-90: 

Amount. ............................................ . 
Percent ............................................. . 

$1,496 
. -825 

($671) 

$904 
310 

2,827 

-1,417 

320 

~ 
($4,523) 

$95,890 

-$13,607 
-12.4% 

• Includes federal funds, special funds, and reimbursements. 

Proposed Position Changes 

$2,360 
303 

($2,663) 

$181 
-114 

-320 

116 
-1,104 

( -$1,241) 

$164,229 

$621 
0.4% 

$3,856 
-522 

($3,334) 

$904 
491 

2,713 

-1,417 

116 
~ 

($3,282) 

$260,119 

-$12,986 
-4.8% 

The budget requests authorization of 3,931 positions in 1990-91. This is 
a net increase of 70.9 positions, or 1.8 percent. The net increase consists 
of 158.5 additional positions, offset by a reduction of 87.6 positions. The 
increase is due primarily to (1) the department's proposal to establish 41 
positions (18 in AFDC-FC and 23 in Child Welfare Services [CWS]) to 
implement the requirements of Ch 1294/89 (SB 370, Presley), (2) the 
continuatipn of 31.5 limited-term positions associated with the GAIN 
Program, and (3) the addition of 32.4 positions in community care 
licensing (CCL) due to caseload growth. The decrease is primarily due to 
(1) the elimination of 50.9 positions in CCL due to restructuring of the 
Family Day Care Program and (2) the elimination of 30.5 positions in the 
Disability Evaluation Division to reflect savings due to automation. 

~NAL YSIS AND RECOMMENDATIONS 
We recommend approval of the following major change that is not 

discussed elsewhere in this analysis: 
• A decrease of $0.5 million in federal funds and 30.5 positions in the 

Disability Evaluation Division due to automation. 
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Departmental Support-Continued 
Table 3 

Department of Social Services 
Proposed Position Changes 

1990-91 

Total 
Existing Proposed Net Changes 

Program Positions Reductions Additions Positions Amount Percent 
AFDC-Family Group and Unem-

ployed Parent ................... 285.6 -0.1 0.6 286.1 0.5 0.2% 
AFDC-Foster Care .................. 47.6 24.5 72.1 24.5 51.5 
Child support. ....................... 90.2 -2.0 0.3 88.5 -1.7 -1.9 
Supplemental Security In-

come/State Supplementary 
Program ......................... 8.1 8.1 

Special adult ......................... 5.5 5.5 
Food stamps ......................... 273.5 -0.1 0.6 274.0 0.5 0.2 
Refugee programs ................... 70.9 70.9 
Immigration Reform and Control .-

Act .............................. 8.2 7.0 15.2 7.0 85.4 
Child welfare services ............... 87.0 24.6 1ll.6 24.6 28.3 
County services block grant ........ 16.6 0.3 16.9 0.3 1.8 
In-home supportive services ........ 39.3 39.3 
Specialized adult services ........... 3.9 3.9 
Employment programs .............. 48.2 31.5 79.7 31.5 65.4 
Adoptions ............................ 158.7 -0.1 12.6 171.2 12.5 7.9 
Child abuse prevention ............. 26.2 26.2 
Community care licensing .......... 793.9 -54.8 54.5 793.6 -0.3 
Disability evaluation ........ ; ........ 1,798.3 -30.5 1,767.8 . -30.5 -1.7 
Administration ....................... 98.6 2.0 100.6 2.0 2.0 

Totals ............................ 3,860,3 -87.6 158.5 3,931.2 70.9 1.8% 

Department's Schedule for the Development of the Child Welfare Services 
Case Management System Needs Revision 

We recommend that the department provide the Legislature, prior to 
budget hearings, with (1) a more realistic time/rame for issuing the 
department's request for proposal to develop the Child Welfare Services 
case management system, (2) an estimate of the amount of time it will 
take to resolve any bidder protests, and (3) a revised estimate of the 
department's staffing needs in the budget year. 

The budget proposes expenditures of $3.1 million ($2.6 million General 
Fund) to implement the provisions of Ch 1294/89 (SB370, Presley). This 
represents an increase of $1.4 million ($1.2 million General Fund) over 
current-year expenditures for this purpose. Chapter 1294 requires the 
department to implement a new rate-setting system .for foster care 
providers and to develop and implement a statewide automated Child 
Welfare Services (CWS) case management system. The budget proposal 
includes: 

• $1.4 million ($972,000 General Fund) to provide full-year funding to 
develop and implement the new rate-setting system for the AFDC­
Foster Care (AFDC-FC) Program. This represents an increase of 
$491,000 ($310,000 General Fund), or 53 percent, above current-year 
expenditures. 
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• General Fund expenditures of $1.7 million to develop a CWS case 
management system. This represents an increase of $904,000, or 121 
percent, above current-year expenditures. This is due to increase~ of 
(1) $301,000 to provide full-year funding for 17.5 positions that were 
authorized in the current year and funded through an appropriation 
in Chapter 1294 and (2) $603,000 to cover the costs for the initial 
payment to the vendor who is awarded the contract for the system. 

Our analysis indicates that the department's estimate of the costs to 
implement the AFDC-FC rate reform established by Chapter 1294 is 
reas~mable. We therefore recommend approval ofthis component of the 
proposal. . 

However, we have three concerns regarding the department's pro­
posal for development of the CWS case management system i1;t 1990-91: 

• The department's schedule for issuing a request for proposal (RFP) 
is unrealistic. The budget assumes that the department will issue an 
RFP for the case management system on May 1; 1990. At the time this 
analysis was prepared, however, the department advised that it will 
not complete the RFP before July 1990. In fact, we believe that it 
may be difficult for the department to achieve the July deadline. This 
is because the department has not filled all of the positions it 
estimated it would need to complete the RFP in the current year. 
Specifically, the department has filled only three of the 17.5 positions 
funded by Chapter 1294 in the current year for development of the 
case management system. To the extent that the department fails to 
meet the July deadline for issuing the RFP, other aspects of the 
development of the system will also be. delayed. in the budget year. 

• The department has not included in its timetable or budget the 
potential for contractor protests. It is standard practice among state 
agencies to build into their automation system development sched­
ules a period of time for contractor protests. For example, the 
department is estimating that it may take as much. as six months to 
resolve contractor protests for its proposed. statewide automated 
child support system. However, the department's CWS case manage­
ment system development schedule does not include time to resolve 
any protests that might arise. This could affect (1) the department's 
staffing needs to manage the contract and (2) the timing of the initial 
payment for the vendor who is awarded the contract. 

• The proposal includes funds for staff activities that will not be 
performed in the budget year. The department estimates that it will 
require the equivalent of two full-time staff to perform tasks, such as 
writing a training manual for users of the case management system 
and developing procedures to monitor enhancements to the system 
that cannot be undertaken until the department determines how the 
system will operate. Since the department's current schedule as­
sumes that the contract for design of the system will be awarded in 
March 1991, we believe that it is unlikely that the department will be 
able to begin performing. these types of tasks in the budget year. 
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Departmental Support-Continued 
In enacting Chapter 1294, the Legislature recognized that the case 

management system represents a major· opportunity to improve the 
performance of the program. by (1) improving the ability of social 
workers to manage their clients' cases and (2) providing social workers, 
county administrators, the Department of Social.Services (DSS) , and the 
Legislature with the information about children and families they need in 
order to effectively operate, manage, and monitor the CWS and the 
AFDC-FC programs. Thus, it is especially important that the department 
develop a quality system. In order to allow the Legislature to Closely 
monitor the department's development effort, therefore, we recommend 
that the department provide the Legislature, prior to budget hearings, 
with (1) a more realistic timeframe for issuing the RFP, (2) an estimate 
of the amount of time it will take to resolve any bidder protests, and (3) 
a revised estimate of the department's staffing needs in the budget year. 

Proposal for Group Home Audits Lacks· Justification 

We withhold recommendation on $427,000 ($235,000 General Fund) 
for foster care group home audits, pending receipt of (1) the depart­
ment's plan for auditing foster care group homes under the provisions 
of Chapter 1294 and (2) its estimate of.the costs of the audits .. 

The budget includes $427,000 ($235,000 General Fund) to cover the 
costs of foster care group home audits. According to the department, this 
is because the department intends to continue performing fiscal audits of 
group home providers under the new rate-setting system established by 
Chapter 1294. 

In the current year and in previous years, the department has 
contracted with the State Controller's Office (SCO) to audit the cost 
reports of one-third of the group homes in the state each year. This 
practice allowed the SCO to audit each group home once every three 
years. This frequency of auditing is warranted under the current 
rate-setting system because each group home is paid a rate for the board 
and care of foster care children that is based on the home's reported costs. 
Under the provisions of Chapter 1294, however, group homes will be paid 
a flat rate, beginning in July 1990, that is based on the level of services 
they provide, not on each home's reported costs. Accordingly, the 
department cancelled its contract with the SCO for group home audits in 
the current year. The department has not eliminated the funds for the 
contract from its budget, however. 

According to the department, this is because the department intends to 
develop a plan for auditing group homes, pursuant to the requirements 
of Chapter 1294. Chapter 1294 requires the department to perform fiscal 
audits "as needed" to collect cost data. This cost data would potentially be 
useful to the Legislature in 1993 in adjusting the flat rates enacted in 
Chapter 1294. In fact, the measure states the Legislature's intent to 
develop a system for updating the rates to take effect in 1993. (It is 
important to note that the budget inCludes $355,000 and 5.7 personnel­
years to review the level of care that each group home provides to ensure 
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that the level of care justifies the rate of payment that the homes actually 
receive under the new rate-setting system.) 

We believe that the department could maintain reliable cost data 
without auditing all group homes. Specifically, under the provisions of 
Chapter 1294, the department could audit a sample of representative 
group homes across the state to obtain information .about the costs 
incurred by the average group home. Moreover, since the cost data will 
not be needed until 1993, it is not clear that any audits would have to be 
performed in 1990-91. At the time this analysis was prepared, however, 
the department had not provided a plan, or any cost estimate to 
implement the requirements of Chapter 1294. We therefore withhold 
recommendation on the proposed funding for foster care group home 
audits, pending receipt of (1) the department's plan for auditing foster 
care· group homes under the provisions of Chapter 1294 and (2) its 
estimate of the costs of the audits. 

Audit Appeals Workload Justification Is Incomplete 
We withhold recommendation on $249,000 ($138,000 General Fund 

and $111,000 federal funds) and 3.3 personnel-years for audit appeals 
support pending receipt of information on current and revised staffing 
requirements. 

Background. As noted above, under the current· foster care group 
home rate-setting system, th~ department audits group homes once 
every three years. When these audits determine that· a group home has 
been overpaid, the department s.eeks recoupment of the overpayments. 
Before the department can recoup any overpayments, however, the 
affected provider has the right to due process through an administrative 
appeal process. Under the new rate-setting system enacted by Chapter 
1294, the department will seek to recoup overpayment whenever a 
review of the service level provided by a group home determines that the 
home provided a lower level of service than the level of service on which 
its rate was based. 

State regulations also currently provide that when a state audit of 
county administrative expense claims results in demand for repayment of 
state and federal· funds, the county is entitled to an administrative 
hearing. 

Budget Proposal. The budget propOSeS an increase of $249,000 
($138,000 General Fund and $111,000 federal funds) for. the extension of 
3.5 limited-term positions (3.3 personnel-years) to process current and 
backlogged appeal hearings. The department advises that the backlog is 
largely due to group home audit appeals and county administrative 
appeals. 

At the time this analysis was prepared, the department had not 
provided the following information necessary to evaluate this request: 

• Information on how the past and current workload has been 
processed, which resulted in the large backlog. The department 
reports that, since 1986-87, it has used several limited-term positions 
to reduce a large backlog of state audit appeals and other hearing·and 
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legal work. The department has not provided workload and staffing 
information from previous years, however, to explain the continued 
accumulation of backlogged cases. Further, the department has not 
provided a timetable for elimination of the backlogged cases with the 
requested staff. 

• Estimate of the effect of Chapter 1294. As noted above, the basis for 
identifying overpayments will change under the new group home 
rate-setting procedure enacted by Chapter 1294. The department has 
not, however, accounted for the effect of Chapter 1294 on its 
projected audit appeals workload. 

We therefore withhold recommendation on the proposed funding for 
audit appeals support pending receipt of (1) information regarding past 
workload and staffing patterns that have produced the backlog of cases 
awaiting appeal and (2) revised workload and staffing estimates based on 
the provisions of Chapter 1294. 

Proposed Funding Source for Pilot Expansion Is Inappropriate 

We recommend deletion of funding for the proposed expansion of the 
DSS' foster care pilot program because the proposed use of federal 
funds is inconsistent with federal law. (Reduce reimbursements to Item 
5180-001-001 by $116,000.) 

. The budget proposes an increase of $116,000 in reimbursements to this 
item and $500,000 in reimbursements to the DSS social services item 
(Item 5180-151-001) to expand implementation of a foster care pilot 
program. Under the provisions of the proposal, the DSS would receive 
federal Alcohol, Drug Abuse, and Mental Health Services funds from the 
Department of Alcohol and Drug Programs to provide support services to 
foster parents of substance-exposed and HIV-positive infants. We recom­
mend deleting funding for the expansion because the proposal is 
inconsistent with the federal criteria for use of these funds. We discuss the 
proposal in further detail in our analysis of the DSS social services item 
(please see Item 5180-151-001). 

COMMUNITY CARE LICENSING DIVISION 

The Community Care Licensing (CCL) Division develops and en­
forces health and safety regulations concerning community day care and 
24-hour residential care facilities for the mentally ill, the developmentally 
disabled, the elderly, and socially dependent children, as well as child day 
care facilities. 

Budget Proposes a Workload-Related Increase 

We recommend approval. 
The budget proposes an increase of $2,827,000 from the General Fund 

and a $114,000 reduction in federal funds, for a net increase of $2,713,000 
(39.3 personnel-years), to fund workload growth and facilities reorgani­
zation. Of the 39.3 additional personnel-years requested by the depart­
ment, 30.3 permanent positions are proposed to meet increased workload 
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due to an expected 5.3 percent increase in the number of licensed 
community care facilities for 1990-91. The remaining 9 personnel-years 
are one-year, limited-term positions necessary to address a prior-year 
backlog of legal actions against licensed community care facilities. In 
addition, this proposal includes funds to lease and equip new regional 
offices in San Diego, Los Angeles, and the San Jose area. The depart­
ment's proposal appears reasonable. We therefore recommend approval. 
Budget Proposes to Restructure Family Day Care Licensing Program 

We withhold recommendation on the proposed General Fund reduc­
tion of $1,417,(X)(), which reflects a proposal to restructure the Family 
Day Care Licensing Program. We recommend that the department, 
prior to budget hearings, provide the fiscal committees with (1) data 
that indicate the number and relative significance of enforcement 
actions that would not occur as a result of the proposal, (2) data that 
substantiate the department's ability to absorb ongoing workload with 
reduced staff, and (3) the implementing legislation for this proposal. 

The Department of Social Services (DSS) and certain counties, under 
contract with the department, .license family day care homes. Tliese 
homes provide child day care services for up to 12 children in the 
provider's own home. The budget proposes a General Fund reduction of 
$1.4 million, and a reduction of 34.6 personnel-years. The 34.6 personnel­
years represents a 43 percent reduction in the current DSS family day 
care licensing staff. As discussed in our analysis of Item 5180-161-001, 
moreover, the department would no longer reimburse counties for 
certain activities associated with family day care licensing, thereby 
achieving an additional $1,408,000 in General Fund savings. The depart­
ment advises that it will propose legislation to implement the program 
changes needed to accommodate this reduction. At the time this analysis 
was prepared, however, the department had not submitted the proposed 
legislation. 

According to the department, the proposed restructuring would 
eliminate the following licensing activities: 

• Processing of Renewal Applications. State law requires family day 
care operators to submit an application for license renewal every 
three years. The department proposes to eliminate this requirement. 

• Renewal Visits. The evaluation of a renewal application currently 
includes a site visit and a plan of correction for any deficiencies 
discovered during the visit. Under the department's proposal to 
eliminate the renewal process, these visits would no longer occur. 

• Evaluation Visits. State law requires evaluators to annually make 
unannounced site visits to 10 percent of all licensed family day care 
homes (about 2,260 site visits in 1990-91, based on the department's 
caseload estimate of 22,597 homes). The department's proposal 
would eliminate these visits. The result of eliminating the 10 percent 
annual visits would be that evaluators would only visit homes to 
investigate complaints. 

In addition, the proposed restructuring would require submission of all 
complaints of unlicensed activities in writing. Current law requires 
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evaluators to investigate reports of unlicensed operation of a family day 
care home. If a report is substantiated, the state .may order such a home 
to stop operating, assess civil penalties, and/ or pursue criminal prosecu­
tion. The department indicates that requiring written complaints will 
reduce the number of unsubstantiated complaints received, and thereby 
reduce its evaluators' workload. 

Data to Support Proposal Not Available 
The budget proposal to restructure· the Family Day Care Licensing 

Program is a policy issue for the Legislature. At the time this analysis was 
prepared, however, the department had not provided sufficient informa­
tion to enable the Legislature to assess the proposal's potential effects on 
the health arid safety of children in family day care homes. 

Specifically, the department could not provide the following data, 
which we believe would enable the Legislature to evaluate the depart­
ment's assertion that its proposal would not adversely affect the health 
and safety of children: (1) the proportion of all administrative actions 
against family day care homes that currently result from complaints 
against licensed facilities, license renewal and renewal visits, complaints 
of unlicensed activity, and evaluation site visits, (2) the number of 
complaints about unlicensed operators received in 1986-87, 1987~88 and 
1988-89 and the number of these complaints that were substantiated upon 
investigation, (3) the number of unlicensed activity complaints that the 
department anticipates receiving under the proposed restructuring, (4) 

. an assessment, based on existing workload standards, of the ability to 
absorb the investigation of these complaints within the proposed reduced 
staffing levels, and (5) details of the implementing legislation for this 
proposal. We therefore recommend that the department, prior to budget 
hearings, provide the fiscal committees with the above information. 

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 177 

Requested 1990-91 ......................................................................... $5,614,489,000 
Estimated 1989-90 ................. '.. ........................................................ 5,170,218,000 
Actual 1988-89 .................................................................................. 4,650,967,000 
. Requested increase $444,271,000 (+8.6 percent) 

Recommendation pending ........................................................... 5,614,489,000 
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1~91 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-10l-001-Payments for children 
5180-101-890-Payments for children 
Control Section 23.50-local assistance 

General 
Federal 

Fund 

State Legalization Impact Assis­
tance Grant 

Amount 
$2,902,009,000 
2,710,756,000 

1,724,000 

Total $5,614,489,000 

Analysis 
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page 

1. Aid to F;unilies with Dependent . Children (AFDC) Esti- 692 
mate. Withhold recommendation on $5.6 billion ($2.9 billion 
General Fund) pending review of revised estimates in May. 

2. AFDC-Family Group (AFDC-FG) and Unemployed Parent 692 
(AFDC-U) Statutory COLA. The budget proposes to sus-

. pend the statutory COLA for AFDC-FG and U recipients for 
a savings of $229 million ($104 million General Fund). 

3. AFDC-FG Caseload. The department estimates that growth 693 
in AFDC-FG caseloadsduring 1989-90 and 1990-91 will be 
double the average annual rate experienced during the 
previous eight-year period. 

4. Seriously Emotionally Disturbed (SED) Children in Foster 698 
. Care. The budget proposes to eliminate foster care grants to 
these children, for a savings to the Foster Care Program of 
$27.4 million ($26 million General Fund), which would be 
offset by a $26 million General Fund increase to the State 
Department of Education to continue providing for the 
board and care of these children. 

5. Child Support Enforcement - Performance Enhancement 707 
Process. Recommend adoption of supplemental report lan­
guage requiring the Department of Social Services (DSS) to 
incorporate into the state plan a specified admiriistrative 
review procedure for low~performing counties. 

·6. Child Support Enforcement - Supplemental State Incen- 713 
tives. Reduce Item 5180-101-001 by $2,653,000. Recommend 
reducing the amount proposed for supplemental state incen-
tive payments by $2.7 million due to overbudgeting the 
statutory requirement. 

7. Child Support Enforcement - Job Opportunities and Basic 714 
Skills Training GOBS) Demonstration Project. Recommend 
that the DSS report to the fiscal committees as to whether 
the department intends to apply for the federal demonstra-
tion project to evaluate the benefits of permitting unem­
ployed noncustodial parents who have child support obliga-
tions to participate in the JOBS Program. 

8. Adoption Assistance Program. Recommend that the Legis- 720 
lature adopt supplemental report language requiring the 
DSS to report on its proposal for establishing standards 
linking the amount and duration of grants to the extent of 
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the child's special needs and the resources available to 
adoptive parents. 

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 familil:ls and children who meet the following 
criteria. . . 

AFDC-Family Group (AFDC-FG). Families are eligible for grants 
under the AFDC-FG Program if they have a child who is financially 
needy due to the death, . incapacity, or continued absence of one or both 
parents. In the current year, an average of 553,300 f~es will receive 
grants each month through this program. 

AFDC-Unemployed Parent (AFDC-U). Families are eligible for 
grants under the AFDC-U Program if they have a child who is fulancially 
needy due to the unemployment of one or both parents. In the current 
year, an average of 70,300 families will receive grants each month through 
this program. 

AFDC-Foster Care (AFDC-FC). Children are eligible for grants. under 
the AFDC-FCProgram 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 w~lfare or probation 
department. In the current year, an average of 56,700 children will 
receive grants each month through this program. 

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 9,100 children will receive assistance each month through 
this program. 

OVERVIEW OF THE BUDGET REQUEST 
The budget anticipates expenditures of $5.8 billion ($2.9 billion from 

the General Fund, $2.7 billion in federal funds, and $233 million in county 
funds) for AFDC cash grants in. 1990-91, including $L7million proposed 
in Control Section 23.50 for assistance to newly legalized persons under 
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the federal Immigration Reform and Control Act (IRCA). Table 1 shows 
expenditures for AFDC grants by category of recipient for 1988-89 
through 1990-91. As the table shows, the AFDC-FG program accounts for 
$4.3 billion (all funds) , or 72 percent, of total' estimated grant costs under 
the three major AFDC programs (excluding child support collections). 
The Unemployed Parent Program and the Foster Care Program each 
account for 14 percent of the total. 

/ MAJOR ISSUES 

~ The budget proposes to suspend the statutory COLA 
L;.J for AFDC-FG and U recipients in 1990-91, for a Gen­

eral Fund savings of $112 million. 

~ The department estimates that AFDC-FG caseloads 
L;.J will grow by 4.7 percent in 1989-90 and, 1990-91, 

which is double the average annual rate during the 
previous eight-year period. 

Iii7I' The budget proposes $26 million from the Ge, neral 
L;.J Fund for a new transitional child care program. 

l!1 The budget proposes to eliminate foster care grants 
for seriously emotionally disturbed children, for a 
General Fund savings'of $26 million in the foster care 
program, offset by an equal increase in the State 
Department of Education budget. 



Recipient Category 
Family group .................... . 
Unemployed parent ............ . 
Foster care ...................... . 
Adoptions program ............. . 
Child support incentive pay-

ments to counties .......... . 
Child support collections ....... . 
Transitional child care .......... . 

Subtotals ...................... . 
AFDC cash grants to refugees: 

Time-expired ................. . 
Time-eligible .................. . 

Totals ....................... . 

Table 1 
Expenditures for AFDC Grants by Category of Recipient 

1988-89 through 1990-91 
(in thousands) 

Actual 1988-89 Estimated 1989-90 Proposed 1990-91 
State Federal County Total State Federa( County Total State Federal Counti/-Totiil 

$1,699,010 
302,181 
407,798 
21,085 

$1,897,907 
338,414 
117,830 

7,810 

$204,052 $3,800,969 $1,843,921 $2,016,454 
35,022 675,617 332,016 414,817 
21,88/l547,516 500,094 169,114 

28,895 30,107 11,704 

$223,459 $4,083,834 $1,963,035 $2,121,442 $237,893 $4,322,370 
40,484 787,317 356,190 419,752 43,415 819,357 
26,320 695,528 605,348 210,220 31,856 847,424 

41,811 38,211 14,952 53,163 

17,494 34,026 -54,538 -3,018 25,775 36,629 -62,404 26,736 39,289 -66,025 
-94,709 -97,879 -11,228 -203,816 -105,459 -109,839 -12,617 -227,915 -113,975 -119,639 -13,740 -247,354 

2,443 2,442 4,885 26,464 26,464 52,928 
$2,352,859 $2,298,108 a $195,196 $4,846,163 $2,628,897 $2,541,321 a $215,242 $5,385,460 $2,902,009 $2,712,480 a $233,399$5,847,888 

($215,608) ($199,656) ($24,397) ($439,661) ($251,961) ($273,184) ($30,634) ($555,779) ($303,931)($330,624) ($36,937) ($671,492) 
(74,299) ~ (74,299) (70,299) ~ (70,299) (24,708)~' (24,708) 

$2,352,859 $2,298,108 $195,196 $4,846,163 $2,628,897 $2,541,321 $215,242 $5,385,460 $2,902,009$2,712,480 $233,399 $5,847,888 .' 

a Includes State Legalization Impact Assistance Grant (SLIAG). 

~ 
a,. .. 
0 
Oft a 
~ 
i" 
lit 

~ :r 
CI • " • ~ 

,a,. • ~ .. 
n =. a: .. • ~. 

h 
0 
~ = ~ c • . a,. 

i 
....... 
:= 
f:! 
~ 
~ 
0 
~ 
trJ 

S 
f;l 

~ 
CIt ,.... 
~ 



Item 5180 HEALTH AND WELFARE / 689 

Increases in Current-Year AFDC Grant Costs. The department 
estimates that AFDC expenditures in the current year will exceed the 
amount appropriated in the 1989 Budget Act by $134 million ($76 million 
General Fund). Table 2 shows the factors resulting in this net increase 
and shows that the main increases include: 

• A $104 million ($33 million General Fund) increase for higher-than­
anticipated AFDC-FG caseloads and increased costs per case based 
on more recent data than was used when the budget was adopted. 

• A $25 million General Fund increase due to the reduction in the time 
limit on federal eligibility for 100 percent federal funding of pro­
grams providing welfare assistance to refugees. 

Table 2 
Department of Social Services 

Proposed 1990-91 Budget Changes for the AFDC Program 
(dollars in thousands) 

1989 Budget Act (Item 5180-101) ................................ . 
1989 Budget Act (Item 5180-181) ................................ . 
SLIAG ............................................................ . 

Totals, 1989 Budget Act ..................................... . 
Adjustments to appropriations: 

AFDC-FG&U 
Increase in caseload estimate ............................... . 
Change in Refugee Program ................................ . 
Reestimate of homeless assistance .......................... . 
Reestimate of Greater Avenues for Independence (GAIN) 

savings 
Other changes 
SLIAG ........................................................ . 

Subtotals, AFDC-FG & U ................................... . 
AFDC-FC 

Reestimate of basic caseload and grant costs ............... . 
Chapter 1294, Statutes of 1989 (foster family home 

COLA) ..................................................... . 
Other changes ............................................... . 
SLlAG ........................................................ . 

Subtotals, AFDC-FC ......................................... . 
Child support enforcement program 

Increased collections ......................................... . 
Increased incentive payments ............................... . 

Subtotals, child support enforcement ....................... . 
Adoption Assistance Program reestimate ..................... . 
Transitional child care ......................................... . 

Total changes ................................................ . 
1989-90 expenditures (revised) .................................. . 

1990-91 adjustments: 
AFDC-FG&U 

Caseload increase ............................................ . 
Change in Refugee Program ............ : ................... . 
Chapter 1285, Statutes of 1989 (beginning date of aid) a •••• 

Reduced GAIN savings ...................................... . 
Proposed settlement of WRL v. McMahon ................. . 

General Fund 
$2,450,834 

101,918 

$2,552,752 

$32,528 
25,169 
2,836 

-705 
2,519 

($62,347) 

-$1,346 

9,500 
1,737 

($9,891) 

-$1,112 
1,270 
($158) 

$1,306 
2,443 

$76,145 
$2,628,897 

$75,033 
31,891 
21,838 
19,762 

-6,806 

All Funds 
. $5,021,795 

224,302 
5,205 

$5,251,302 

$104,149 

6,248 

-4,180 
6,078 

-2,567 
($109,728) 

$7,898 

14,700 
446 

-1,034 
($22,010) 

-$1,982 

( -$1,982) 
-$483 

4,885 
$134,158 

$5,385,460 

$190,424 

48,030 
44,310 

-15,550 
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Table 2-Continued 

Department of Social Services 
Proposed 1990-91 Budget Changes for the AFDC Program 

(dollars in thousands) 

Other changes ............................................... . 
· SLIAG ......................................................... . 
Subtotals, AFDC-FG & U ................................... . 

AFDC-FC 
Increase in basic caseload and grants costs ................. . 
Elimination of grant costs for seriously emotionally dis-

turbed children ......................................... . 
Chapter 1294, Statutes of 1989: 
Foster family home COLA ................................. . 
New group home rate-setting system ...................... . 

Other changes ............................................... . 
SLIAG ........................................................ . 
Subtotals, AFDC-FC ......................................... . 

Child support enforcement program 
Increased collections ......................................... . 
Increased incentive payments ............................... . 

· Subtotals, child support .enforcement ....................... . 
Adoptions Assistance Program ................................. . 
Transitional child care ......................................... . 

Total adjustments ............................................. . 

1990-91 expenditures (proposed) ................................ . 
Change from 1989-90 Budget Act: 

Amount ......................................................... . 
Percent. ........................................................ . 

Change from 1989-90 estimated expenditures: 
Amount ......................................................... . 
Percent .......................................................... . 

General Fund 
1,570 

($143,288) 

$82,731 

-26,030 

18,065 
28,741 
1,747 

($105,254) 

-$8,516 
961 

( -$7,555) 
$8,104 
24,021 

$273,112 

$2,902,009 

$349,257 
13.7% 

$273,112 
10.4% 

Item 5180 

All Funds 
3,281 

81 
($270,576) 

$117,813 

-27,400 

27,985 
37,613 

-4,154 
39 

($151,896) 

-$19,439 

(-$19,439) 
$11,352 
48,043 

$462,428 

$5,847,888 

$596,586 
11.4% 

$462,428 
8.6% 

• These costs are contingent on court approval of a proposed settlement of the Welfare Recipients League 
(WRL) v. McMahon court case. 

Budget Proposes Several Major Increases in AFDC Expenditures in 
1990-91. The budget proposes expenditures for AFDC grants in 1990-91 of 
$5.8 billion. This is $462 million, or 8.6 percent above the total of $5.4 
billion estimated for the current year. The total General Fund request of 
$2.9 billion is $273 million, or 10 percent, above the estimated $2.6 billion 
for the current year. Table 2 shows the factors resulting in the net 
increase of $462 million proposed for the AFDC Program in 1990-91. We 
discuss the AFDC-FG and U caseload increase, the transitional child care 
proposal, the proposed elimination of grants for SED children, and the 
increases in the Adoption Assistance Program in detail later in this 
analysis of the AFDC item. The major changes not discussed elsewhere in 
this analysis are as follows: 

• A $118 million ($83 million General Fund) increase in the AFDC-FC 
Program primarily due to (1) anticipated caseload growth of 11 
percent and (2) an estimated 4.5 percent increase in the average 
foster care grant. While the foster care increase is substantial, it is 
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consistent with the program's growth in recent years. We discussed 
this growth in our 1989-90 A nalysis (please see page 579). 

• A $44 million ($20 million General Fund) increase due to reduced 
AFDC savings resulting from the Greater Avenues for Independence 
(GAIN) Program in 1990-91, reflecting the reduction in funding for 
the GAIN Program (please see our analysis of Item 5180-151-001 for 
a discussion of the proposed reductions in funding for services 
provided through the GAIN Program). 

• A $38 million ($29 million General Fund) increase in the AFDC-FC 
Program to implement the group home rate-setting system estab­
lished by Ch 1294/89 (SB 370, Presley). Under prior law, group home 
providers received a rate that was based on their actual costs. Under 
Chapter 1294, beginning July 1, 1990, however, group homes will 
receiv~ a rate that is based on the service they provide. 

• A net $32 million ($15 million General Fund) increase primarily due 
to an earlier date for granting aid under the AFDC Program, as 
potentially required by Ch 1285/89 (SB 991, Watson). These costs are 
contingent on the approval of a proposed settlement in the Welfare 
Recipients League v. McMahon court case: 

• A $32 million increase in General Fund costs due to a reduction in 
the time limit on federal eligibility for 100 percent federal funding of 
AFDC grants to refugees. Specifically, effective January 1, 1990, the 
federal government reduced from 24 to 4 the number of months for 
which it will pay 100 percent of .the costs of AFDC grants to eligible 
refugees. The effect of this change is to shift to the state and counties 
a portion of the grant costs formerly paid by the federal government. 

• A $28 million ($18 million General Fund) increase in the AFDC-FC 
Program to fund the cost-of-living adjustments (COLAs) for foster 
family homes that are required by Ch 1294/89. Chapter 1294 requires 
that foster family homes receive a 12 percent COLA, effective 
January 1, 1990, and a 5 percent COLA, effective July 1, 1990. 

The $462. million increase proposed for 1990-91 represents an 8.6 
percent increase over the department's revised estimate of expenditures 
in the current year. The level of eXpenditures proposed in the budget, 
however, is $597 million, or 11 percent, above th~ amount appropriated 
by the 1989 BUclget Act. 

Number of Persons Receiving Assistance to Increase in 1990-91. Table 
3 shows that in 1990-91, the Department of Social Services (DSS) expects 
AFDC recipients to increase by 103,500 persons, or 5.5 percent, from the 
revised estimate in 1989-90. As the table shows, this increase reflects an 
addition of 81,000 persons~ or 5.5 percent, in the AFDC-FG Program, an 
increase of 14,300 persons, or 4.3 percent in U caseload, and an increase 
of 6,400 children, or 11 percent, in the AFDC-FC Program. 
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Table 3 

Department of Social Services .. 
Aid to Families with Dependent Children 

Average Number of Persons Receiving Assistance Per Month 
. 1988-89 through 1990-91 . . 

Actual Est. Prop. Change From 1989-90 
Program 1988-89 1989-90 1990-91 Amount .. Percent 
AFDC-family group ......................... . 1,417,419 1,484,100 1,565,100 81,000 5.5% 
AFDC-unemployed parent ...... : .......... . 329,941 330,500 344,800 14,300 4.3 
AFDC-foster care ........................... . 50,443 58,100 64,500 6,400 11.0 

Subtotals, AFDC ........................ . (1,797,803) (1,872,700) (1,974,400) (101,700) (5.4%) 
Adoption assistance ......................... . 7,190 9,100 10,900 1,800 19.8% 
Refugees' 
-Time-eligible .............................. . (37,660) (30,488) (14,334) (-16,154) (-53.0%) 
-Time-expired .............................. . . (196,697) (235,390) (345,025) (109,635) ~) 

Totals ................................... . 1,804,993 1,881,800 1,985,300 103,500 5.5% 

a During 1988-89, grants to refugees who had been in the United States 24 months or less (tiine-eligible) 
were funded entirely by the federal government. Beginning in January 1990, the federal government 
has reduced from 24 to 4 the number of months for which it will pay 100 percent of the costs of these 
grants. After this 4-month period, eligible refugees may qualify and receive AFDC grants supported 
by the normal funding sharing ratio. . 

ANALYSIS AND RECOMMENDATIONS 

AFDC Estimates are Expected to Change in May 
We withhold recommendation on $5.6 billion ($2.9 billion General 

Fund and $2.7 billion federal funds) requested for AFDC grant 
payments pending receipt of revised estimates of costs to be submitted 
in May. 

The proposed expenditures for AFDC grants in 1990-91 are based on 
actual caseloads and cO!'ts through June 1989, updated to reflect the 
department's caseload and cost projec~ons through 1990"9L In May, the 
department will present revised e~timates of AFDC costs based on actual 
caseload and grant costs through December 1989. 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 1990-91 expenditures. Therefore, we withhold 
recommendation on the amount requested for AFDCgrant costs pend-
ing review of the May estimate. . . 

Budget Proposes to Suspend Statutory· COLA 
The budget assumes the enactment of legisiation suspending the 

statutory COLA of 4.62 percent for AFDC-FG and U recipients for a 
savings of $247 million ($112 million General Fund). . 

Current state law requires that the AFDC-FG and U grant levels be 
adjusted, effective July 1, 1990, based on the change in the California 
Necessities Index (CNI) during calendar year 1989. 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. The commission has determined that the 
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actual change in the CNI for calendar year 1989 is 4.62 percent. 
The budget assumes enactment of legislation to waive the requirement 

for a, COLA for AFDC-FG and U grants in 1990-91. The cost of providing 
the COLA would add $247 million ($112 million General Fund, $121 
million federal fun:ds, and $14 million county funds) to AFDC-FG and U 
grant costs in 1990-91 as compared to the amounts proposed in the 
budget. 

Table 4 displays the AFDC-FG and U grants for 1989-90 and for 1990-91 
with no COLA (the Budget Bill proposal) and with a COLA of 4.62 
percent. 

Table 4 
Department of Social Services 

Maximum AFDC-FG and AFDC-U Grant Levels 
1989-90 and 1990-91 

Fami[ySize 
1 .............................. . 
2 ............................. .. 
3 .............................. . 
4 .............................. . 
5 ............................. .. 

1989-90 
$341 
560 
694 
824 
940 

Budget Proposal 
(No COLA) 

$341 
560 
694 
824 
940 

1990-91 
Statutory 

Requirement a 

$357 
586 
726 
862 
983 

a Asswnes a 4.62 percent COLA, effective July 1, 1990, based on the change in the CN!. 

The Department Is Investigating the Unusually High AFDC-FG Caseload 
Growth 

Accordtng to the department's estimates, the AFDC-FG dependency 
rate in 1990-91 will be at its highest level since 1976-77, while the 
unemployment rate will be lower than at any time during the period 
1972-1990. 

Department Estimates Higher-than-Normal Caseload Growth. As 
shown ill Table 2, the budget includes $190 million ($75 million General 
Fund) for increased costs associated with higher AFDC-FG and U 
caseloads. Most of this increase is due to the estimated increases in the 
AFDC-FG caseload. Specifically, the DSS estimates that the AFDC-FG 
caseload will be 4.7 percent higher in 1989-90 than: the actual caseload in 
1988-89 and anticipates an additional 4.7 percent increase in 1990-91. This 
represents an unusually high level of growth as compared to caseload 
growth during the period 1981-82 through 1988-89. Specifically, as Chart 
1 shows, actual caseload growth exceeded 4 percent only once during the 
period 1981-82 through 1988-89 (in 1986-87). In fact, the 4.7 percent is 
double the average annual rate of 2.35 percent during the period 1981-82 
through 1988-89. 
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AFDC-FG Caseload 
Annual Percent Change 

1981-82 through 1990-91 

5.0% 

4.5 

4.0 

3.5 

3.0 

2.5 

2.0 

1.5 

1.0 

.5 

81-8282-8383-8484-8585-8686-8787-8888-8989-9090-91 
~actual est. est. 
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The Department's Estimate Seems Reasonable. The department's 
estimate of 1989-90 and 1990-91 AFDC-FG caseloads consists of two 
separate estimates - one for Los Angeles County and one for the 
remaining 57 counties. The final caseload projection - ari overall 
increase in AFDC-FG caseloads of 4.7 percent in 1990-91- is the suffiof 
these two estimates. The department's methodology responds to a recent 
divergence in caseload trends that has occurred between Los Angeles 
and the remaining 57 counties. Specifically, between January 1987 and 
June 1989, Los Angeles County experienced a caseload decrease of 6.9 
percent while caseloads for the remaining 57.counties increased by 14 
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 (!RCA) of 1986. Specifically, it appears that a significant number of 
individuals in Los Angeles who were eligible for amnesty under !RCA 
voluntarily removed their children from the AFDC Program. Appar­
ently, certain individuals had acted on incorrect information and re­
moved their children from aid to avoid jeopardizing their chances of 
obtaining the permanent residency status that they would be eligible for 
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after the amnesty period. In fact, leaving their eligible children on aid 
would not jeopardize·these individuals' chances of obtaining permanent 
residency status. 

Chart 2 displays actual AFDC-FG caseloads during the period January 
1985 to October 1989 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 decline in Los Angeles 
County's caseload continued until July 1988, at which time it began to 
increase but at a much lower rate than that for the rest of the state. 

AFDC-FG Caseload 
Los Angeles County and All Other Counties 

January 1985 through June 1991 (in thousands) 

ACTUAL ESTIMATED 

450 

400 

350 

300 

250 

200 

150 
1985 1986 1987 1988 ' 1989 1990 1991 

All other 
counties 

Los Angeles 
County 

The chart also displays the department's caseload projection for the 
period November 1989 through June 1991. The projection assumes that 
Los Angeles County's caseload will continue to grow at a slower rate 
(roughly half) than the rest of the state's caseload. The combined effect 
of Los Angeles County's relatively slow growth and the rest of the state's 
higher growth accounts for the department's projection of a 4.7 percent 
increase in AFDC-FG caseload in 1989-90 and 1990-91. 

Based on our review of the department's caseload estimating method­
ology, we conClude that the department's estimate of the AFDC-FG 
caseload is reasonable, even· though it indicates that the caseload growth. 

27--80282 
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will be higher than it has been in recent years. The department indicates 
that it is investigating the causes of this caseload increase and expects to 
be better able to explain the increase at the time of the May revision. 

Welfare Dependency is Up, While Unemployment is Down. Two 
factors that are generally regarded as having significant effects on AFDC 
caseloads are increases in the state's population and fluctuations in 
unemployment. In order to 'understand how caseloads may be affected by 
population increases, we reviewed the AFDC-FG dependency rate ---' the 
number of AFDC-FG cases compared to the state's population of women 
between the ages of 15 and 44. The number of AFDC-FG cases per 10,000 
females in this age bracket is a good indicator of the welfare dependency 
rate because more than 95 percent of AFDC-FG households are headed 
by women 15 to 44 years of age. Chart 3 displays' this rate over a 19-year 
period (1972 through 1990). ' 

AFDC-FG Dependency Rate 
Number of AFDC-FG Cases 
per 10,000 Females Aged 15-44' 

1972 through 1990a 1m AFDC-FG Dependency Rate (left axis) 

- Unemployment Rate (right ~is) 

2% 

o 

8 

6 

n N M ~ ~ ~ M ~ M 

a Data shown are for fiscal year beginning in year specified. Data for 1989 and '1990 are estimates. 

The chart shows that the AFDC-FG dependency~ate has iIlcreased 
steadllyover the past several years. During this same period, California's 
unemploymeQ,t rate has steadily declined. In fact, if the caseload and 
unemployment rate estimates for 1990-91 are accurate the dependency 
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rate will he at its highest level since 1976-77 at the same time that the 
unemployment rate is at its lowest during the 19-year period shown. 
Obviously, there are many economic and noneconomic factors which 
could be affecting welfare dependency rates. We also recognize that the 
unemployment rate is only one measure of the economy and does not 
necessarily reflect the employment opportunities available, to AFDC 
recipients. Nevertheless, the chart is noteworthy because it, shows that 
since 1981-82, the dependency rate and the unemployment rate have 
been moving steadily in opposite directions. This divergence in rates 
could have important implications for AFDe costs in the long-term, as 
well as for the GAIN Program's efforts to assist AFDC recipients to enter ' 
the labor market and reduce welfare dependency. 

Transitianal Child Care Proposal Requires Urgency Legislation 
The Governor's Budget proposes $4.9 million ($2.4 million General 

Fund) and $53 million ($26 million General Fund) in 1989-90 and 1990-91, 
respectively, fora new transitional child care program. The funding level 
assumes enactment of urgency legislation to implement the program by 
April 1, 1990. This proposal i~_ in response to the requirements of the 
federal Family Support Act (FSA) of 1988. 

The federal FSA requires states, effective April 1, 1990, to provide 
transitional child care for 12 months following the month a family 
becomes ineligible for AFDC due to increased earnings, increased hours 
of employment, or loss of an earned income disregard, if the state 
determines that child care is necessary for an individual's employment. 
Families that receive transitional child care must pay a portion of the cost 
of care, according to a fee scale to be established by the state. 

Under current state law, families who participate in the GAIN Program 
are eligible for 3 months of transitional child care after they complete the 
GAIN Program~ Thus, state law must be changed to conform to the FSA 
requirement that these benefits be provided for 12 months to all AFDC 
families who leave AFDC for the federally specified reasons, not just to 
GAIN participants. 

Federal law requires the department to submit by February 15, 1990 
the state's plan to provide transitional child care. The, department 
indicates that it plans to provide transitional child care through a 
program, that is similar to the current program for providing transitional 
child care to individuals completing the GAIN Program. The current 
program provides for counties to (1) determine eligibility for transitional 
child care benefits and (2) reimburse eligible ex-recipients for the cost of 
child care at their actual cost or at a cost within a specified range of the 
regional market rate, whichever is lower. ,,' 

There is no practical alternative to enacting urgency legislation to , 
conform state Jaw to the transitional child care requirements of the FSA 
by, April-I, 1990. Failure to do so would jeopardize the state's federal 
funding for the entire AFDC Program. Our analysis indicates that the 
Legislature has several options, however, with respect to how it imple­
ments the requirements. These options primarily relate to (1) how the 
state will provide for these benefits - for example by using a voucher 
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system, providing services directly through contract providers, or pro­
viding a reimbursement to the recipient, (2) the fee scale the state will 
use to determine how much of the cost of child care is to be paid by the 
former AFDC recipients, and (3) whether counties will pay a share of the 
child care costs, as they do for other programs required by Title IV-A 
(AFDC) of the federal Social Security Act. The actual costs of providing 
transitional child care in California could be substantially higher or lower 
than the $53· riilllion reflected in the budget, depending on the specifics 
of the enabling legislation. Moreover, our analysis indicates actual costs 
may be substantially higher or lower'than the department estimates due 
to the lack of data on the' extent to which eligible individuals will make 
use of this program. 

AID TO FAMILIES WITH DEPENDENT CHILDREN-FOSTER CARE 
Budget Proposes to Transfer Responsibility for Seriously Emotionally 
Disturbed Children in Foster Care from the Department of Social Services 
to the State Department of Education 

The budget proposes to eliminate foster care grants to seriously 
emotionally disturbed (SED) children for a savings to the Foster Care 
Program of $27.4 million ($26.0 million General fund, $1.4 million 
county funds). The budget also includes a General Fund augmentation 
of $26.0 million to the State Department of Education (SDE), which 
would presumably be used to continue providing for the board and 
care of these children. 

The budget proposes to eliminate foster care grants to approximately 
840 SED children who were placed in foster care pursuant to an 
Individualized Education Program' (IEP). This will result in savings to 
the Foster Care Program of $27.4inillion ($26.0 million General Fund, 
$1.4 million county funds). The budget 'includes a General Fund augmen­
tation of $26.0 million to the State Department of Education (SDE) , 
which would presumably be used to continue providing for the board and 
care of these children. The proposal assumes the enactment of legislation 
to repeal the provisions of current law that require the DSS to pay for the 
board and care of SED children who are placed in foster care pursuant to 
an IEP. . 

The SED Program was established by Ch 1747 /84(AB 3632, Willie 
Brown), as amended by Ch 1274/85 (AB 882, Willie Brown). The two 
chapters require the Department of Mental Health· (DMH); the DSS, and 
the SDE, as well as various local agencies, to enter into interagency 
agreements to ensurecootdinated service delivery to SED children. In 
addition, Chapters 1747 and 1274 require the DSS to pay for 95 percept, 
and county welfare departmeIlts to pay for 5 percent, of the costs of foster 
care grants fo:r SED children. The DMH is required to fund mental health 
services and the SDE is required to fund educational services for SED 
children. These child:ren receive case management services through their 
county mental health departments. 

The budget assumes the repeal of Chapters 1747 and 1274, and proposes 
to transfer the fiscal and programmatic responsibility for SED children to 
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the SDE. We discuss this proposal further, including the issue of which 
agencies will take responsibility for the county share of these children's 
board and care costs, in our analysis of the SDE's budget (please see Item 
6110-161-(01) . 

CHILD SUPPORT ENFORCEMENT 
Background. The child support enforcement program is a revenue­

prod1,lcing 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 directly 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 (66 percent) 
and county governments (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 them to maximize collections. 
The incentive payments are based on each county's child support 
collections. In federal fiscal year 1990 (FFY 90), the federal government 
pays counties an amount equal to 6.5 percent of AFDC and 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 pays counties $90 
for each paternity that they establish. 

Fiscal Impact of Program. As Table 5 shows, the child support 
enforcement program is estimated to result in net savings of $83 million 
to the state's General Fund in 1990-91. The federal government is 
estimated to spend $62 million more in 1990-91 than it will receive in the 
form of grant. savings. California counties are expected to experience a 
net savings from the program of $10 million in 1990-91. 

Table 5 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. 
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Table 5 

Department of Social Services 
Child Support Enforcement Program 

1990-91 
(in thousands) 

General Federal 
Program costs Fund Furuh 

County administration: ...................... $133,967 
AFDC.: ...... ; ............................. (89,758) 
Non·AFDC ................................. (44,209) 

State administration ......................... $4,101 8,201 
. Incentive payments a ••••••••••••••.•.••••.•• 26,736 39,289 

Savings 
Welfare collections b ......................... -113,975 -119,639 

Net fiscal impact ..... : .................... -$83,138 $61,818 

a Incentive payments include AFDC and non·AFDC. 
b Does not include welfare collections for children in other states. 
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County 
Furuh Total 
$69,573 $203,540 
(46,614) (136,372) 
(22,959) (67,168) 

12,302 
-66,025 

-13,740 -247,354 
,...$10,192 -$31,512 

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 6 shows the change in stateWide collections 
of child support from 1982-83 through 1988-89. As the table shows, 
statewide collections increased at an average annuai rate of 10.5 percent 
during this period. 

Table 6 
Department of Social Services 

Statewide Child Support Collections B 

1982-83 through 1988-89 . . . 
(dollars in millions) 

1982-83.; •.................................... 
1983-84 ......•.............................. 
1984-85 .............•....................... 
1985-86 .................................... . 
1986-87 .................................... . 
1981-88 .................................... . 
1988-89 ................................•.... 

AFDC 
$151.5 
158.2 
174.8 
187.3 
198.1 
213.5 
235.1 

Non·AFDC 
$112.5 
125.8 
142.9 
160.0 
189.3 
215.8 
241.5 

Total 
Collections 

$264.0 
284.0 
317.7 
347.2 
387.4 
429.3 
476.6 

Annual 
, Percent 
Increase 

7.6% 
11.9 
9.3 

11.6 
10.8 
11.8 

Average annual increase ............ ; ............................... ·................... 10.5% 

a Data provided by Child Support Management Information System, Department of Social Services. 
Figures for 1988-89 do not tie to Governor's Budget because of differences in the accounting and 
reporting of the data. . 

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 7 
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shows the recoupment rate from 1982-83 through 1988-89. During this 
period, the state recouped an average of 6.3 percent of state, federal, and 
county expenditures through· the child support enforcement program; 

Table 7 
._, Department of Social Services 
Child Support Enforcement "Recoupment Rates" a 

All Counties 
1982-83 through 1983-89 

1982-83..................................................................... 6.3% 
1983-84 ...................................................... .-. . . . .. .. .. . . . 6.2 
1984-85 .. .. . .. .. .. . .. .. .. . .. .. .. . . . .. .. . . .. . .. .. . . . .. .. . . . . . .. .. .. . . . .. .. . . 5.8 
1985-86 ........................................ : . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.3 
1986-81 ......................................................... , . . . . . .. .. . 6.1 
1987-88 .................... '.. .. . .. .. .. . .. .. .. .. . .. .. .. . . . .. .. . .. .. .. . . . . . .. 6.6 
1988-89 ............................................ '.' .............. ; . . . . . . . 6.6 

Average rate ........................................................... 6.3% 

• AFDC collections as percent of grant expenditures. 

Potential Fiscal Penalty From the Federal Government 

As we noted in last year's Analysis, 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 progr;un during FFY 86, concluded that California has not 
complied substantially with the federal requirements. , 

According to the DHHS, the California program was 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 support 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. 

Potential Penalties in the AFDC Program. Because the state was 
found to be out of compliance with federal requirements, the DHHS 
notified the state that it must develop and implement a corrective action 
plan or face a 1 percent to 2 percent penalty against the total amount of 
Title IV-A (AFDC) funds paid to the state, beginning with payments for 
the November 1988 quarter. The notice further stated that, should the 
state submit an acceptable corrective action plan, the imposition of the 
penalty would be deferred pending the outcome, after one year of 
corrective action. 

Corrective Action Plan. The DSS submitted a corrective action plan in 
January 1989 and it was approved by the DHHS. The plan has been 
implemented, and as of December 1989 all but 12 counties have been 
found to be in compliance with the federal regulations. 
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The state expects the DHHS to begin a follow-up audit in April 1990 to . 

determine whether the corrective action plan was successful. The DHHS 
will use the results of that audit to. determine whether to impose a fiscal 
penalty. According to the. DSS, tb,e "worst case" scenario would find that 
the state had failed to implemt:mtits ~orrective action plan, which would 
result in a 1 percent to 2 percent penalty effective for the December 1988 
quarter through the September 1989· quarter, a 2 percent to 3 percent 
penalty for the following year, and a 3 percent to 5 percent penalty for 
the final year. 

The DSS estimates that the penalty could range from about $23 million 
annually (at the 1 percent level) to $115 million annually (at the 5 
percent level). The potential loss of federal funds is not reflected in the 
budget for either the current 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 inlprow the performance .of 
individual counties. We. believe that it is important for the Legislatui-eto 
closely monitor the program to improve program.p~rformance 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 
addition to recouping General Fund costs for the AFDC Program; the 
child support enforcement program has the added advantage of AFDC 
grant avoidallce savings to the extent that collections on behalf of 
non-AFDC families keep these families froin 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 important in 
order for the state to ensure that each county, as well as the state.' as a 
whole, is in compliance with federal requirements, 'especiallysmce 
failure to comply can result in multi-milliondollar'losses·of federal fuiids 
in the AFDC Program. 

County Performance and the Incentive Payment Stru,cture 
Table 8 shows the performance of all 58 counties in the child .support· 

enforcement program, as measured by the. AFDG recoupmentrate;in, 
1988-89. 
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County 
Ventura ........... 
Napa .............. 
El Dorado ......... 
Plumas ............ 
Sonoma ........... 
Inyo ............... 
Santa Barbara ..... 
Nevada ............ 
San Mateo ......... 
Tuolumne ......... 
Madera ............ 
Sutter ............. 
Shasta ............. 
Alpine ............. 
Merced ............ 
Orange ............ 
San Luis Obispo .. 
Placer ............. 
Colusa ............. 
Humboldt ......... 
Contra Costa ...... 
Kings .............. 
Glenn ............. 
Santa Cruz ........ 
yolo ............... 
Siskiyou ........... 
Marin ............. 
Butte .............. 
Mendocino ........ 
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Table 8 
Department of So~ial SerVices 

Child Support Enforcement Program 
Counties' AFDC Recoupment Rates a 

. 1988-89 .' 

Recoupment Recoupment 
Rate Ranking County Rate 
19.2% 1 Santa Clara ............ 9.7 
17.0 2 Fresno ..................... 9.6 
16.9 3 San Francisco ........ 9.2 
15.6 4 . Monterey ................ 9.2 
15.6 4 Mariposa ................. 8.9 
15.6 4 Imperial .................. 8.7 
15.1 7 Lake~ ........................ 8.4 
14.0 ,8 Tehama ................... 8.1 
13.9 9 Del Norte ............... 7.9 
13.4 10 Lssen ....................... 7.9 
13.3 11 Solano ...................... 7.8 
13.3 11 yuba ........................ 7.6 
12.8 13 Tulare ...................... 7.6 
12.7 14 Riverside ................ 7.6 
11.9 15 San Benito .............. 7.5 
11.7 16 Trinity ..................... 7.3 
11.5 17 Stanislaus ................ 7.0 
11.3 18 Alameda ................. 7.0 
11.2 19 Calaveras ................ 6.9 
11.0 20 Modoc ..................... 6.9 
10.8 21 San Bernardino ..... 6.8 
10.8 21 Kern ........................ 6.8 
10.8 21 Amador .............. ; .... 6.4 
10.1 24 Mono ....................... 6.4 
10.7 24 San Diego ............... 5.3 
10.6 26 San Joaquin ............ 5.3 
10.2 27 Sacramento ............ 3.8 
10.0 28 Los Angeles ........... 3.6 
10.0 28 Sierra ....................... 2.5 

Average ............. , 6.6% 

Ranking 
30 
31 
32 
32 
34 
35 
36 
37 
38 
38 
40 
41 
41 
41 
41 
45 
46 
46 
48 
48 
50 
50 
52 
52 
54 
55 
56 
57 
58 

a Child support collections for AFDC families as a percentage of AFDC-FG. grant expenditures. 

The AFDC recoupment rate is total child support collections for AFDC 
children as a percentage of total AFDC-FG grant payments. We selected 
this measure because it reflects the state savings that result from child 
support operations. (due to the reduction in AFDC grants) , and therefore 
bears a close relationship to the underlying rationale for state incentive 
payments to the counties. 

Table 9 shows performance and fiscal data for child support enforce­
ment in selected counties in 1988-89, as well as the statewide totals for all 
58 counties. 



County 
Alameda ......................... 
Fresno ........................... 
Riverside ........................ 
Sacramento ...................... 
San Bernardino ................. 
San Mateo ....................... 
Santa Barbara ................... 
Shasta ............................ 
Ventura ......................... 
Statewide - 58 counties ........ 

Table 9 
. Department of Social Services 

Child Support Enforcement Program 
Performance and Fiscal Data for Selected Counties 

1988-89 
(dollars in thousands) 

Federal and State Funds Total 
. AFDC Recoue!!!.entO Federal Incentive CountyAFDC Revenues 

Ranking Reimbursements Payments b and. Savings Rate Savings C 

7.0% 46 $5,547 $2,489 $662 $8,698 
9.6 31 3,794 2,087 744 6,625 
7.6 41 3,219 2,186 510 5,915 

.3.8 56 4,907 1,067 393 6,367 
6.8 50 4,697 3,218 865 8,780 

13.9 9 2,017 647 186 2,850 
15.1 7 2,207 644 183 3,034 
12.8 13 1,174 618 180 1,972 
19.2 1 3,439 1,290 383 5,112 
6.6% $107,108 $47,171 $12,694 $166,973 

Total 
Administrative 
Expenditures 

$8,149 
5,578 
4,722 
7,212 
6,903 
2,960 
3,230 
1,725 
5,055 

$157,339 

Net Revenue/ 
Savings 

(Net Costs) 
$549 
1,047 
1,193 
(845) 

1,877 
(110) 
(196) 
247 
57 

$9,634 . 

• Recoupment rate is total collections for AFDC (FG) children as a percentage of total AFDC (FG) grant expenditures in the county. Ranking based on all 58 
counties. .. 

b Federal and state incentives, including state bonus/paternity incentive. 
C Based on 5.4 percent of AFDC collections. 
Source: Data derived from Child Support Mangement Information System, Department of Social Services. 
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Table 9 relates performance,t9 the relevant fiscal data in child support 
operations, from the perspective 9f the county. Specifically, the table 
shows the county's total administrative expenditures in its child support 
operations and the total reimbursements, revenues, and savings (from 
federal administrative allowances, state and federal incentive payments, 
and local AFDC grant savings, respectively). The table, therefore, reveals 
whether the county made a "profit" ( excess of revenues and savings over 
costs) or whether the county devoted some of its own resources to 
finance its child support enforcement operations (excess of costs over 
revenues and savings). 

As discussed below, the data raise the following question related to the 
manner in which incentive payments are distributed: Is the formula for 
distributing the state incentive payments effective in inducing counties 
to improve their performance in collecting child support awards? 

Effectiveness of the Incentive Payment Distribution Formula. As 
noted previously, the state distributes its incennve payments to the 
counties based on a fixed percentage -7.5 percent - of each county's 
collections for AFDC children. (The state provides an additional 'pay­
ment of $90 for each paternity established.) Federal incentive payments 
are based on a specified percentage of AFDC and·non-AFDC collectiqns. 
Presumably, the intent is to induce counties to make a greater effort in 
collections, since the incentive paYJ'Ilents increase as collections increase. 

Table 9 illustrates a problem fu the incentive payment formula. Even 
though incentive payments increase with collections, counties that 
perform poorly in collections can be more profitable - from the county's 
fiscal perspective - than counties that perform well in collections. This 
is evident when comparing, for example, Riverside - a low performance / 
high profit county - to Santa Barbara, which performed well in 
collections but did so at a net cost to the county. . 

This'suggests that the incentive structure is inadequate. ,While the 
purpose of the incentive payments (exclusive of the paternity incentfve) 
is to' induce counties to improve their performance in collections, the 
current system permits counties - by holding down their costs - to 
emerge with net revenues/savings apparently without maximizing col­
lections. It is therefore appropriate to determine whether the incentive 
payment distribution formula could be improved. 

In this connection, the DSS is in the process of developing statewide 
performance standards for child support enforcement ,in responSe to the 
Supplemental Report of the 1989 Budget.Act, which directs the depart­
ment to incorporate such standards mto the state plan by March 31, 1990. 
The departmen,t intends to. propose:: that the state and federal inqentive 
payment formulas be reyised pursuant to the new standards. While the 
standards have, not been finalized, the department indicates that each 
county would receive (1) a base level of incentive payments if federal 
audit criteria are met and (2) additional incentive payments based on a 
variable rate (applied to total collections), which depends on the county's 
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. Aid to Families With Dependent Children-Continued 
performance on three measures: location of absent parents, establishment 
of paternities, and establishment of support orders. 

We are concerned that the department's proposal (specifically the 
second component dealing with variable rate incentive payments) may 
not result in higher collections. While, in theory, it mightbe beneficial to 
induce ~ counties to place more emphasis on the three areas included in 
the departme~t'smodel, there is no empirical evidence to support this.In 
fact - as we discuss below - we could find no statistically significant 
relationship between performance and the variables included in the 
department's. model. 

Currently, counties allocate their resources among. a variety of activi­
ties that comprise the child support enforcement process. In addition to 
the three activities in the department's model, this process includes 
outreach, processing applications, enforcement of support orders, and 
collection and distribution of the awards. To the extent that counties are 
induced tornake collections (particularly AFDC collections) their goal, 
they will allocate their resources among the various operational activities 
in a manner that is consistent with the purpose of the state incentive 
payments. 

We are reluctant to suggest changing the existing incentive structure 
by proViding a fiscal incentive for counties ~ particularly those that are 
performing well - to reallocate their resources' without an analytical 
basis for predicting that such a reallocation will be effective. In this 
respect, we found virtually . no correlation between performance of 
counties, as ranked according to the department's model, arid recoup­
ment rates, based on a statistical .analysis. We also selected one of the 

. variables in the department's model - paternity establishment - for 
statistical analysis. Again, we found no correlation between paternity 
establishment (1983-84) and either the increase in total collections from 
1983-84 to 1988-89 or the recoupment rate in 1988-89. 

Given the lack of evidence that counties should place more emphasis 
on selected operational activities, we believe that it would be preferable 
to continue to base incentive payments on performance in collections. In 
this'way, the incentive formula will continue to 'be related directly to the 
desired output, rather than specific inputs in the process. 

,With respect to ~he aforementioned supplemental report language 
directing . the DSS to develop statewide· performance standards for 
incorporation into the state plan, we believe that performance in the 
program could be improved by adopting a "performance enhancement 
process,": which uses the incentive system so as to facilitate a review of 
low-performing counties and to induce program changes, where appro-

. priate. Our suggested performance enhancement process would supple­
, ment the existing incentive payment system. In contrast, the depart­
ment's proposed performance standards model would replace the 
existing incentive system. 
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Legislative Analyst's Suggested "Performance Enhancement Process" 

We recommend that the Legislature adopt supplemental report 
language requiring· the DSS to incorporate into the state plan for the 
child support enforcement program an administrative review proce­
dure - or "performance enhancement process" - for counties that 
rank low in. performance, as measured by the AFDC recoupment rate. 
Under this process, low-performing counties that have relatively low 
levels of administrativE? effortwQuld be required to increase their 
administrative effort, pursuant to a three-year plan, subject to with­
holding of incentive payments for failure to comply.· 

Under our suggested performance enhanceme~t process, incentives 
would be based on a percentage of AFDC collections, as is the case for the 
existing state incentive payments. The process would consist of an 
administrative review procedure, as explained below. 

• Rank the counties on the. basis of performance in AFDC collec­
tions. Each county would be ranked relative to the other counties, as 
measured by the AFDC recoupment rate. We recognize that it is in 
the state's interest to increase non-AFDCcollections, due to the 
cost-avoidance benefits of keeping families off of the AFDC rolls. 
These potential benefits, however, apply to a relatively small portion 
of non-AFDC collections. We are concerned, moreover, that giving 
equal emph?_sis to both AFDC and non-AFDC collections might have 
the unintended consequence of inducing counties to emphasize the 
latter due to the relatively high level of awards in this group. 

In using only AFDC collections as the measure of performance, a 
distinction is drawn between measuring performance for purposes of 
(1) distributing incentive payments and (2) rating a county's overall 
level of service. In' the latter case, factors such as non-AFDC 
collections should be included . 

• Identify, for more intensive review, those counties that are (1) 
performing poorly and (2) showing a relatively low level of 
improvement in performance. We define this group as counties that 
(1) rank in the bottom quartile in performance and (2) are below 
the median in improvement over the prior year. Table 10 shows that 
of the 14 counties in the bottom quartile in the AFDC recoupment 
rate in 1988-89, 12 were below average in improvement over 1987.88, 
indicating little improvement within the low-performing group. 
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Aid to Families With' Dependent. Children--Continued 
• Among the counties that are not performing well and not showing 

adequate improvement in performance, calculate. the level of 
resources, or administrative effort, allocated. to the program. 
Require those counties making a low level of effort to increase the 

'. resources allocated to the program, and require the DSS to conduct 
a program review of the other counties in this group . . Administra­
tive effort would be measured by the county's total administrative 
expenditUres as a percentage of total AFDC grant expenditures. This 
measure is selected because AFDC grant expenditures reflect poten­
tial AFDC child support collections. Thus, the measure of adminis­
trative effort -'- like the measure of performance - is directly 
related to the purpose of the state incentive payments. . 

We also note that this index of administrative' effort explained 40 
percent of the variation in recoupment rates in 1988-89 - generally 
considered a relatively high correlation' in this type of statistical 
analysis. This high degree of correlation is apparent when comparing 
the administrative effort of the highest and lowest performing 
counties, as shown in Table 11. The table indicates that the Gounties 
that performed the best in AFDC recoupm.ent devoted about three 
times as much administrative effort to the program as did the 
counties that performed the worst. 

Table 10 
Department of Social Services 

Child Support Enforcement Program 
AFDC Recoupment Rates a 

Lowest Performing Counties in 1988-89 and 
Change in Performance Over 1987-88 

Recoupment Rote 
County 1987-88 1988-89 

~:t~:::::::::::::::::::::::::::::::::::::::: 8.2% 7.3% 
8.0 7.0 

Alameda ........................................ . 7.2 7.0 
Calaveras .............................. :-: ...... .. 6.7 6.9 
Modoc ........................................... . 7.6 6.9 
San Bernardino ................................. . 7.5 6.8 
Kern ........................................... .. 6.1 6.8 
Amador ......................................... . 9.2 6.4 
Mono .......................................... .. 7.6 6.4 
San Diego ...................................... . 6.1 5.5 
San Joaquin .......... _ ........................ . 5.4 5.3 
Sacramento ..................................... . 4.0 3.8 
Los Angeles .................................... . 3.8 3.6 
Sierra ........................................... . 2.9 2.5 

Change in Rotc 
From 1987-88 

Amount 
-0.9 
-1.0 

. -0.2 
0.2 

-0.7 
-0.7 

0.7 
-2.8 
-1.2 
-0.6 
-0.1 
-0.2 
-0.2 
-0.4 

StateWide 
Rank;ngb 

49 
52 
33 
23 
45 
45 
18 
58 
53 
41 
30 
33 
33 
38 

a AFDC child support collections as a percentage of AFDC-FG grant expenditures. 
b This reflects how the counties ranked, among all 58 counties, in the change in recoupment rate over 

1987-88. 
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Table 11 
Department of Social Services 

, Child Support Enforcement Program 
Administrative Effort of High- and Low-Performing.Counties a 

High-Per[onning Cou1)lies (Top Quartile) --=:';;';"';;.,.;.;.jc.;;..;.;.=0<...:;.:.==-tii;~""'-"H"7'T:--
AFDC Administra-

Recoupment live Recoupment .live 
County. Rate Effort County Rate Effort 

Ventura.... .............. 19.2% 13.7% Sierra .......... ........... 2.5% 7.4% 
Napa..................... 17.0 '8.4 Los Angeles ............. 3.6 2.6 
El Dorado............... 16.9 14.8 Sacramento .. :........... 3:8 3.8 

. Plumas.......... ......... 15.6 10.7 San Joaquin.. ............ '5.3 2.8 
Sonoma ................ :-. 15.6 8.6 San Diego ............... 5.5 3.4 

, fiyo...................... 15.6 16.7 Mono.................... 6.4 6.0 
Santa Barbara........... 15.1 14.4 Amador.................. 6.4 9.0 
Nevada .................. 14.0 10.8 Kern..................... 6.8 4.0 
San Mateo............... 13.9 11.!! San Bernardino.......... 6.8 2.9 
Tuolumne ............... 13.4, 6.6 Modoc.. .. .. .. . .. ... .. . .. 6.9 5.7 
Madera.. .. .. .. . . .. .. .. .. 13.3 4.0 Cal~veras .. .. .. .. .. .. . .. . 6.9 4.5 
Sutter.................... 13.3 7.4 Alameda................. 7.0 4.6 
Shasta..... ..... .......... 12.8 6.6 Stanislaus................ 7.0 4.0 . 
Alpine................... 12.7 11.8 Trinity ............ ,...... 7.3 4.5 

Weighted average .... 
. Unweighted average .. 

10.5% 
10.5 

3.1% 
4.7 

"I'erformance is measured by AFDC recoupment rate (AFDC child support collections as a percentage 
of AFDC grant expenditures). Administrative effort is measured by totaL administrative expendi-
tures as a percentage of AFDe grant expenditures. . 

Source: Data derived from Child Support Management Information System, Department of Social 
. Services. 

This component of the performance enhancement process could 
be put into effect by requiring the "low-p'erformance/low- iniprove­
ment" counties that are also b~low average in administrative effort to 
bring this effort up to the average by increasing their expenditures, 
subject to a reduction in incentive payments for failure to comply. 

Table 11 shows the administrative effort of the 14 lowest­
performing counties. As we Iloted from Table 10, only two of these 
counties-Calaveras and Kern7"'were above average in performance 
improvement over the prior year. Of the 12 counties in til,e"low­
performance/low-improvement" category, 6 were below the state­
wide average in administrative effort, using the mean (4.4 percent -
not shown in the table) as the average. (Ten of the 12 counties· were 
below the statewide average as measured by the median.) 

In the case of the "low-performance/low-improvement" counties 
that are making a relatively high level of administrative effort, the 
DSS would conduct a program review in an attempt to( 1) discover 
the causes for the county's low level of collections - such as 
ineffective management, inefficient allocation of resources, the lack 
of automation, and demographic factors beyond the control·. of the 
county ......;. and (2) make recommendations to address these prob­
lems. The intent'is not to impose sanctions on these counties but to 
assist them in improving their performance. Referring to Table 11, 
Amador would be an example of a county that fits in this category. 
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Conclusion. This performance enhancement process differs from the 

department's model in two princiPal respects: (1) the manner in which 
performance is defined and (2) the inclusion, in our suggested process, of 
a procedure to reView and improve the performance of low-performing 
counties. With regard to the definition of performance, we believe that it 
would be prudent to use the AFDC recoupment rate because it reflects 
the basic purpose of incentive payments. There is nO empirical evidence 
that performance would be improved by inducing the counties . to 
reallocate resources in favor of the program components that. are 
emphasized in the department's approach. 

In conclusion, we reiterate that the intent of the existing incentive 
distribution formula is to improve the counties' performarice in collec­
tions. The large variation in performance suggests that the incentive 
structure has not had the intended effect in many counties. We believe 
that this has occurred partly because the incentive system does not give 
adequate attention to the counties' administrative effort. In fact, it 
permits low-performing counties - by holding down their costs - to 
make a profit from their child support enforcement programs. The 
process presented above addresses this problem by making this option 
less feasible, and by requiring the department to take appropriate 
remedial action in the case of counties that are performing poorly. 

Based on our review, we believe that this performance enhancement 
process would result in significant improvement in the performance of 
counties - particularly those that are performing the worst - in their 
child support enforcement program. Consequently, we recommend that 
the Legislature adopt supplemental report language requiring the de­
partment to incorporate the basic. features of this process into the state 
plan for the child support enforcement program. Specifically, we recom­
mend adoption of the following language (Item 5180-001-(01): 

The Department of Social Services shall, by March 1, 1991, incorporate into the 
state plan for the child support enforcement program an administrative review 
procedure for counties that rank low in performance, as measured by AFDC 
recoupment rates. Under this review, low-performing counties that have 
relatively low levels of administrative effort would be required to increase their 
effort, pursuant to a three-year plan, subject to withholding of incentive 
payments for failure to comply, as authorized by Section 11475.2 of the Welfare 
and Institutions Code. . 

. Three-Year. Plan to Improve Lo •. Angele. County Performance 

In last year's analysis of the child support enforcement program, we 
documented the relatively poor performance of Los Angeles County. In 
response, the Legislature adopted language in The Supplemental Report 
of the 1989 Budget Act directing the DSS, in conjunction with Los 
Angeles County, to develop a three-year plan by September 1, 1989 in 
order to improve the performance of the county. The Legislature 
directed that the plan contain specified objectives and actions, including 
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the requirement that the county raise its performance ...,..;- according to 
several measures -- up to the average of all the other counties within a 
specified period of time. 

Plan Does Not Comply With the Legislature's Directive. The DSS 
submitted its plan to the Legislature prior to the September deadline. 
The plan complies with some of the requirements. of the supplemental 
:report language, but falls short in several respects. Rather than require 
Los Angeles County to raise its performance to the average of the other 
counties, the plan would subject Los Angeles to (1) the requirements of 
the departmenfs proposed program performance standards (as de­
scribed above) and (2) federal requiremertts imposed on the county 

. pursuant to an agreement related to federal funding for the county's new 
automation system. 

Table 12 summarizes the. principal components of the supplemental 
report language and the department's plan for , Los Angeles County. In 
order to, make meaningful comparisons, we have converted the require­
ments of the two plans into specific statistics, where possible; 

Table 12 
Department of Social Services 

Child Support Enforcement Program 
Performance Plan for Los Angeles County 

Comparison of 1989 Supplemental Report Language 
and Department of Social Services Plan 

Deportment of 
Los Angeles Supplemental Report Social Services 

County LonguogeO Plan 
Component 1987-88 Amount Date Amount Date 
Aid to Families with Dependent 

Children (AFDC) recoupment 
3.9% b rate ............................... 3.8% 8.3% 1/1193 111193 

AFDC collections per child .......... $132 $282 111/93 $l64 b 1/1/93 
Non-AFDC collections per child ..... $25 $40 1/1193 $32 b 1/1/93 
Annual increase in collections ....... 1.8% 13.4% 1/1193 ' 15% 111193 
Collections / costs ...................... 2.6% 3.2% 111193 
Location of parents ................... 9% 39% 111191 Rat~d bl county com-

panson 
Establishment of support orders ..... 11% 20% 111191 Rat~d bl county com-

panson 
Establishment of P!lternities ......... 14% 20% 1/1/91 Rat~d bl county cOip-

p~son 

a The Supplemental Report of the 1989' Budget Act requires a plan to raise the performance of Los 
Angeles County to the 1987-88 average of all other counties. Specific amounts are estimated by the 
Department of Social Services (DSS) , and the Legislative Analyst's Office (LAO). 

b Estimated by the LAO, based on minimum requirements for annual collections, as specified in the DSS 
plan, and LAO projections for AFDC (FG) grants arid AFDC and non-AFDC children in 1992-93. 

C Cost projections not available. 
d Performance in these components would be rated in comparison to other counties, pursuant to 

development and implementation of DSS program performance standards. 

In explaining why its plan varies from the supplemental report 
requirements, the department indicated that it would beinequitable, and 
possibly illegal, to subject one county to requirements tied to potential 
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fiscal sanctions that would not apply to the other counties. While this is a 
reasonable argument, the I..egislature believed that the consequences of 
failing to take immediate a:ction with respect to Los Angeles County -
due to its impact on the statewide level of child support collections·­
justified smgling out this specific county. 

The issue, however, is whether the requirements imposed by the 
supplemental' report language would be effective. Clearly, they would 
result m a significantly higher level of collections if the requirements 
were met, but is it-.reasonable to expect the county to meet these targets? 
If not, the resulting sanctions would be counterproductive. 

We have no analytical basis for answerfugthe foregomg question. It 
seems reasonable to expect Los Angeles County to improve its perfor­
mance to the pomt where it is domg as well as the average of all the other 
counties. On closer examiilation, however, it may not b~' reasonable to 
expect the county to reach all of the targets withm the funeframes 
specified m the supplemental report. 

In the case of the goals for the AFDC recoupment rate, fotexample, we 
estimate that m order to reach the supplemental report target of 8.3 
percent by 1992-93, the county would have to mcrease its AFDC 
collections by more than 30 percent annually. On the, other.hand, an 
analysis of the DSS plan's goals for AFDC collections indicate~ that the 
county would be expected to make hardly any improvement in its 
recoupment rate - from 3.8 percent m 1987-88 to 3.9 percent m 1992-93. 
In other words, the targeted mcrease m AFDC child support coll~ctions 
is not much greater than our projected mcrease m tqtal AFDC welfare 
payments m the county. ' 

Administrative Effort. Ultimately, Los Angeles County's perfo:rmance 
will be determmed primarily by the effort the county· makes to. improve 
m this area. Thus, we suggest moviilg the focus of this issue from the 
performance targets to the level of effort that should be expected of the 
county. 

One way of gaugmg the county's level of effort woUld be to compare its 
admmistrativeexpenditures to the correspondmg expenditures mother 
counties. In this respect, we note from the precedmg analysis of the -
mcentive payment system that Los Angeles County:stotal admmistrative 
expenditures m 1988-89 - reported at $32.3 million - amounted to 2.6 
percent of the county's AFDC grant expenditures. This mdex of admfu­
istrative effort is 41. percent below the statewide average and 52 percent 
below the average of all counties besides Los Angeles_ 

Thus, Los ~gelesCounty's level of a:dministra:#v.e, effort - accordmg 
to the foregomg measure - appears to be relatively low. Given (1) ·the 
clear mtent expressed' by the Legislature that Los Angeles improve its 
performance and (2) the fact that the DSS plan does not comply with the 
supplemental report language, we believe it is l'easonable to expect the 
county to brfug its admmistrative effort mtolinewith the other counties. 
This could be accomplished· by adoption of the performance enhance­
ment process that was explamed above. Under this process, Los Angeles 
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County would be required to increase its administrative expenditures 
. (within a specified period of time) by 69 percent, or $22 million, over the 
1988-89 levels, excluding inflation and workload adjustments. 

With respect to the burden that this requirement would place on the 
county, it is important to recognize that approximately two-thirds of the 
increase in total expenditures· would be funded by the federal gov:em­
ment. Part of the remaining amount, moreover, would be funded by 
federal and state incentive payments, depending on the extent to which 
total collections increase. The county would be responsible for estimating 
the amount that would be funded from these sources in order to 
determine the increase that would be necessary from the county's own 
general fund to meet the required increase in total expenditures. The 
county would be held accountable for its budgeting because any shortfall 
(based. on a review of actual expenditures)· would, under the foregoing 
performance enhancement process, result in a corresponding reduction 
in incentive payments. We note,. in this· respect, .that· the county has 
budgeted for 1989-90 a $10 million increase in expenditures over the 
1988-89 level -indicating that the county has recognized the need to 
increase its effort in this area. 

The case of Los Angeles County serves the purpose of illustrating how 
the performance enhancement process could be implemented. Given the 
relationship that we found between administrative effort and AFDC 
recoupme!1t rates, we believe that this would be an effective way to meet 
the Legislature's intent that the county improve its performance. 

Supplemental. State Incentive Payments Overbudgeted 
We recommend that the budget proposal for supplemental state 

incentive payments in the' child support enforcement program be 
reduced by $372,000 in the current year and $2,653,000 in the budget 
year to correct for overbudgeting of the statutory requirement. (Reduce 
Item 5180-101-001 by $2,653,000.) 

As noted previously, the federal government reimburses the counties 
for a portion of their costs. of administering the child support enforce­
ment program. Federal PL 98-378 provides that the scheduled reimburse­
ment for 1989-90 and 1990-91 shall be 66 percent of the counties' costs. 
Federal law also provides "enhanced" funding - 90 percent .of total costs 
- for automation projects and laboratory costs of establishing paternities. 
Pursuant to the federal Budget Reconciliation Act of 1989, however, the 
federal share of administrative costs will be reduced from 66 percent to 
64.4· percent and - for the enhanced funding allowances - from 90 
percent to 87.9 percent for FFY 90. .. 

Chapter 1451, Statutes of 1986 (SB 738, Royce) provides that if the 
federal administrative allowances are reduced ·from the scheduled rate of 
66 perceIlt, the reduction shall be offset by additional state incentive 
payments. The budget proposes $2.6 million from the General Fund in 
1989-90 and $3.2 million in 1990-91 to fund this statutory requirement. Our 

.. analysis, however, indicates that the budget proposal exceeds the amount 
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needed by $372,000 in 1989-90 and $2,653,000 in 1990-91. This overbud­
geting is the result of three factors, as explained below. 

Technical Error. The proposed amount for supplemental incentives in 
1989-90 contains a technical error, resulting in overbudgeting of $240,000. 

Effective Date of Federal Reductions. The budget assumes that the 
federal reductions will be in effect for the entire state fiscal year 1990-91. 
The reductions, however, are effective only until September 30,1990, at 
which time the reimbursement rates will be restored to their pre-existing 
levels. Asa result, the budgeted supplemental incentive payments exceed 
the amount required to offset the federal reductions by $2,462,000 in 
1990-91. 

Enhanced Funding Allowances. The budget includes $132,000 and 
$254,000 in 1989-90 and 1990~91, respectively, to supplant the federal 
reductions in the enhanced (90 percent) funding allowances. Because 
state law authorizing the supplemental incentive payments specifically 
refers only to reductions in the regular allowance of 66 percent, we 
conclude that the budget proposal to offset the reduction in the enhanced 
allowances is inconsistent with the underlying budgetary assumption of 
funding the statutory requirement. The Legislature, of course, might 
choose to offset this reduction as a policy decision, depending on its 
priorities. 

In summary, we identify overbudgeting in the amount of $372,000 in 
1989-90 and $2,653,000 in 1990-91. (The amount for 1990-91 is less than the 
sum of the components identified above in order to avoid double­
counting.) Consequently, we recommend that the budget be reduced 
accordingly, for a total General Fund savings of $3,025,000. 

Demonstration Project for the Job Opportunity and Basic Skills Training 
(JOBS) Program 

We recommend that the DSS report to the fiscal committees during 
the budget hearings as to whether the department intends to apply for 
the federal demonstration project to evaluate the benefits of permitting 
unemployed noncustodial parents who have child support obligations 
to participate in the JOBS Program. 

The federal Family Support Act (FSA) of 1988 revised the child 
support enforcement program and established the JOBS program to 
provide education,. training, and employment services to AFDC recipi­
ents. As will be discussed in more detail later in our analysis, the JOBS 
Program is similar to the state's Greater Avenues for Independence 
(GAIN) Program. 

The FSA requires the Secretary of Health and Human Services to select 
up to five states to evaluate the benefits of permitting unemployed 
noncustodial parents who have child support obligations to participate in 
the JOBS Program. Federal departmental staff informed us that no 
additional funding would be provided to expand the JOBS Program 
under this demonstration project, although partial funding for the 
evaluation may be forthcoming. 
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The DSS indicates that a decision on whether to apply for this project 
will be made after receipt of the applicable federal action. transmittal, 
which is expected in February of this year. In our judgment, an 
evaluation of this nature could be a worthwhile effort. The benefits of 
providing JOBS services to noncustodial parents - including the direct 
fiscal benefits to the state from reducing welfare aid and increasing 
earnings - could be compared to (1) the benefits of providing these 
services to currently-eligible participants in order to determine which 
group is more cost-effective to serve and (2) the costs of providing the 
services to noncustodial parents in order to determine whether the 
benefits to the state are sufficient to warrant development of a perma­
nent, state-funded program. This study, moreover, would complement an 
evaluation currently in progress on the existing JOBS/GAIN Program. 

We agree with the department that a decision to apply for the 
demonstration project should await the federal transmittal so as to review 
the funding, timelines, and other relevant conditions. In order to ensure 
that the Legislature can maintain adequate oversight of this issue, 

. however, we recommend that the department be prepared to discuss its 
intentions during the budget hearings. 

ADOPTION ASSISTANCE PROGRAM 

Overview. The Adoption Assistance Program (AAP) provides grants to 
parents who adopt "difficult to place" children. State law defines 
"difficult to place" children as those who, Without assistance, would likely 
be unadoptable because they are: 

• Three years of age or older. 
• Members of a racial or ethnic minority. 
• Members of a sibling group that should remain intact. 
• Physically, mentally, emotionally, or medically handicapped, or from 

"adverse parental backgrounds" (presumably this refers to the 
increased risk of developing emotional or mental problems that 

. result from abuse, especially sexual abuse, at an early age). 
Adoptive parents receive these grants until their child is 18 years of age, 
or until age 21 if the child has a chronic condition or disability that 
requires extended assistance. The. adopted children remain eligible for 
Medi-Cal benefits as long as their adoptive parents are receiving an 
Adoption Assistance grant on their behalf. 

Adoption Assistance grants are limited to the amount of the foster care 
rate that the child would have received if she or he had remained in 
foster· care. In most cases, this means that the grant cannot exceed the 
foster family home monthly rate. The family home rate ranges from $329 
to $461, depending on the age of the child. If the child was in a foster care 
group home prior to adoption, however, the adoption worker can set the 
Adoption Assistance grant as high as the foster care group home rate -
an average of $2,589 per month in 1989-90. Also, if the child has 
specialized care needs (such as 24-hour monitoring) that would have 
been covered by a special grant if the child had remained in foster care, 
the worker can set the grant as high as the foster family home rate plus 
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the specialized care increment - generally this would fall between the 
family home rate and the group home rate. 

For federally eligible children, the federal government pays for 50 
percent of any grant that is less than the foster family home rate. For 
grants above the family home rate, the federal share is limited to 50 
percent of the family home rate. The state General Fund pays for all 
grant costs not covered by the federal government. 

Prior to the enactment of the AAP ~ 1982, the state administered a 
similar, totally state-funded program - The Aid for Adoption 'of Children 
(AAC) Program - which provided cash grant payments to adoptive 
parents of children with special needs. Aside from the funding,<the major 
differences between the AAC program !L"ld the AAPis that AAC grants 
were limited to five years, except for physically or mentally handicapped 
children requiring extended assistance. Some parents who adopted 
before 1982 continue to receive AAC grants. 

Budget Proposal. The budget proposes $53.2 million ($38.2 million 
from the General Fund and $15;0 million from federal funds) for the 
AAP. The General Fund request represents an increase of $8.1 million, or 
27 percent, above estimated 1989-90 expenditures. As we discuss in more 
detail below, this relatively high rate of growth is characteristic of 
program growth in recent years. 

A~option Assistance Costs Have Incr.eased 861 Percent in< the Past Seven 
Years 

Chart 4 displays expenditures from all funds. for Adoption Assistance 
grants since 1983-84. As the chart indicates, :expenditures hav~ grown 
rapidly over the past seven years. Specifically, the cost of the program has 
grown from $5.5 million in 1983-84 to a proposed $53.2 million in the 
budget year. This represents an increase of 861 percent during the 
seven-year period, which is an average annual increase of nearly 39 
percent. This increase is primarily attributable to two factors: caseload 
growth and increases in the average amounts granted to each adoptive 
family. 

• Caseload Growth. The average monthly Adoption Assistance case­
load (including both A-AP grants and grants under the old AAC 
Program) has grown from 2,300 in 1983-84 to an estimated 10,900 in 
1990-91. This constitutes a .374 percent increase over the period, or an 
average annual increase of 25 percent. 

• Grant Increases. Between 1983~84 and 1990-91, the average Adoption 
Assistance grant' per case grew by 88 percent, from $208 per month 
to $390 per month. This represents an annual increase of 10 percent, 
almost two and one-half times the rate of growth in the California 
Consumer Price Index. 
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Adoption Assistance Expenditures . 
are Growing Rapidly 
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Lack of Standards for Adoption Workers Results in Large Variations in 
Adoption Assistance· Grants Across Counties 

State and county adoption agencies are responsible for determining 
eligibility for Adoption Assistance and for setting the amount and the 
beginning date of any grants awarded. Currently, there are no standards 
for adoption workers to use when determining the amount or the 
beginning date of the assistance, except for the limit on the maximum 
amount of the grant. As discussed above, this is equal to the hwel of the 
foster care grant that a child would have received had he or she remained 
in foster care, which, in most cases, is equal to the foster care family home 
rate. Below this maximum, however, adoption workers have total discre­
tion in setting grant levels. They also have wide discretion in determining 
when grants will begin. Specifically, they can provide for the grant to 
commence as early as the date of the adoption or as late as several years 
after the adoption. While state law requires adoption workers to consider 
the resources of the family, the needs of the child, and the availability of 
services in the parents' community, the department has never issued any 
regulations specifying how the worker should translate these consider­
ations into an actual dollar amount or beginning date. 
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The lack of standards in the grant-setting process has resulted in 

significant differences in the levels of the grants awarded by the various 
counties. In 1988-89, for example, the statewide average Adoption 
Assistance grant was $358 per month, while the average in the counties 
with the 10 largest Adoption Assistance caseloads ranged from aJowof 
$240 per case in San Bernardino to $415 per case in San Diego. 

Table 13 provides another indication of the extent of variation in 
county policies regarding grant levels. The table compares the 10 largest 
AAP counties in terms of the percentage of awards that fall into each of 
three ranges: (1) $95 to $199 per month, (2) $200 to $424 (foster family 
rates in California vary with the age of the child, but in 1986-87 all of the 
family home rates fell within this middle range), and (3) more than $425 
per month. The table shows that, in 1986-87 (the most recent year for 
which data were available), there were large variations between the 10 
counties with reSpect to the percent of cases receiving grants in the low, 
medium, and high ranges. For example, Contra Costa, Los Angeles, and 
Orange Counties. awarded grants of less than the foster family rate in a 
significant percentage of their cases, while Sacramento and San Francisco 
awarded virtually no 'grants in the lower range. Conversely, three 
counties (Ventura,'San Bernardino, and Orange) awarded grants higher 
than the foster family rate to over 20 percent of their Adoption Assistance 
cases, while three counties (San Francisco, Contra Costa, and Riverside) 
awarded the higher grants to less than 5 percent of their cases. 

Table 13 
Department of Social Services 

Variation in Adoption Assistance Grants 
Ten Largest County Adoption Agencies 

191J6.87 

Percent of Grants Awarded . 
in Each of Three Payment Ranges 

a Details shown for each county may not sum to 100 percent due to rounding. Note: The foster family 
home rate depends on the age of the child. In 1986-87, foster family home rates ranged from $294 for 
infants to $412 for teenagers. 

Some of the variation reflected in Table 13 may be due to differences 
in the characteristics of the children and adoptive parents in the counties' 
caseloads. Specifically, counties with children having relatively more 
expensive special needs or with relatively more lower-income parents 
would be justified in awarding more grants in the higher range. 
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Conversely, (!ounties with less needy children or fewer low-income 
parents would probably award more grants in the lower range. 

It seems unlikely, however, that differences of the magnitude reflected 
in the table can be explained solely by variations. in caseload character­
istics. For example, while there· are some demographic differences 
between Ventura axid Riverside Counties, they· are . both fairly large 
counties with major urban centers and diverse populations; We know of 
no demographic differences between the two that would· explain why 
Ventura awards approximately 15 times as many grants in the higher 
range as Riverside. A more likely explanation of the variations reflected 
in the table is that they result to a large degree from different 
grant-setting policies in ~he counties. In fact, adoption staff that we spoke 
with in one county indicated that it is their policy to minimize the 
number of grants awarded that are greater than the foster family rate, 
while staff in another county stated that their county has no such policy. 
This points to the possibility that children with similar needs and families 
of comparable resources may be receiving substantially different grants, 
depending solely on the county in which they happen to reside. 

The Adoption Assistance Program Has Not Substantially Increased the 
Number of Adoptions in the State 

The primary goal of the Adoption Assistance Program is to facilitate the 
placement of special needs children into adoptive homes. One way to 
gauge the success of the program, therefore, is to determine whether it 
has increased the number of relinquishment adoptions in the state. Chart 
5 compares the cumulative percent increases in Adoption Assistance 
grant expenditures - 861 percent during the period 1983-84 through 
1990-91 - with the growth in relinquishment adoptions - which are 
expected to increase by 59 percent over the same period. This discrep­
ancy between costs ~ Adoption As!!istance grants - and results -
adoptions - is even more pronounced when the increase in adoption 
staffing that occurred between 1983-84 and 1990-91 is taken into account. 
Specifically, the number of adoptive placements per adoption worker has 
inCreased by only 17 percent. This suggests that the AAP has had only a 
sllght effeCt in making it easier for adoption agencies to find suitable 
adoptive placements fot special needs children. . 

Summary. Over the past seven years, the cost. of the Adoption 
Assis.tanceProgram has skyrocketed, Yet this growth in the program does 
not seem to have made it easier Jor adoption workers to find suitable 
adoptive placements. Moreover, the lack of standards for adoption 
workers to use in setting the amounts and starting dates of the grants has 
resUlted in substantial variations around the state, which suggests that 
there may be serious inequities in the criteria that counties apply in 
setting grant levels. These variations are all the more disturbing since . 
counties bear none of the costs of this program. 
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Adoption Assistance Program 
Expenditures Versus Relinquishment Adoptions 

1983-84 through 1990-91 
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The Adoption Assistance Program Needs Better Controls 

Iterri 5180 

We recommend that the Legislature adopt supplemental report 
language expressing its intent to establish statutory standards for 
adop#onworkers to use when setting Adoption Assistance awards. In 
order to assist the Legislature in designing specific standards, we 
further recommend that the supplemental report language require the 
Department of Social Services to report to -the Legislature by December 
1, 1990 on its proposals for Adoption Assistance standards that link the 
amount and starting date of grants to the extent of the child's special 
needs and the resources of the adoptive parents. 

The Adoption Assistance Program is unique among the major grant 
programs operated by the-DSS in that it allows individual workersl;>road 
discretion in determining both the amount and the beginning date of the 
grants. In light of the variations that undoubtedly exist in the needs of 
individual children and the resources available to the adoptive parents to 
meet these needs, some degree of flexibility for workers to set grants on 
a case-by-case basis is probably warranted. Yet the analysis presented 
above suggests that the program needs to have some standards, both to 
control program costs and to ensure equity in the awarding of grants. 
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In order to assist the Legislature in developing legislation to establish 
Adoption Assistance standards, we believe the department should de­
velop a proposal for standards and provide an assessment of the fiscal and 
programmatic effects of its proposal. The standards should be specific 
enough to allow adoption workers to use them to set grant levels and 
beginning dates of aid, based on their assessment of the child's special 
needs and the resources available to the adoptive parents. They should 
also contain some degree of flexibility in order to account for the unique 
circumstances of some cases. One possible way to achieve this flexibility 
would be to allow adoption workers to request exemptions from the 
standards if they believe use of the standards would yield aninappropri­
ate or inequitable award, and institute a process for review of exemption 
requests. 

The department advises that implementation of standards could not be 
achieved administratively because current eligibility and grant-setting 
criteria are established in statute. Therefore, modifying grant-setting 
criteria would require legislation. We therefore recommend that the 
Legislature adopt the following supplemental report language requiring 
the department to report on its proposal for Adoption Assistance 
standards and to include in its report the fiscal and programmatic 
information that the Legislature will need to develop legislation to 
implement standards: 

It is the Legislature's intent to establish statutory standards for adoption 
workers to follow in determining the amount and duration of Adoption 
Assistance grants. In order to assist the Legislature in designing these stan­
dards, the Department of Social Services shall report to the Legislature by 
December 1, 1990 on its proposals for establishing specific standards that would 
link the amount and beginning dates of grants to an assessment of the child's 
needs and the resources of the adoptive parents. The proposal shall specify (1) 
the conditions under which adoption wOrkers would be allowed to request 
awards higher than the standards and (2) a process whereby such requests 
would be reviewed. The report shall also include the department's estimate of 
the costs and savings that would result from the implementation of the 
proposed standards and of any impact that the standards may have on the 
performance of the AAP. 
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DEPARTMENT OF SOCIAL SERVICES 
State Supplementary Program for the Aged, Blind, 

and Disabled 

Item 5180-111 from the General 
Fund and the Federal Trust 
Fund Budget p. HW 181 

Requested 1990-91 .................. , ..................................................... $2,230,532,000 
Estimated 1989-90 ......................................................................... 2,182,412,000 
Actual 1988-89 ............................................................................... 1,967,109,000 

Requested increase $48,120,000 (+2.2 percent) 
Total recommended reduction ................................................. None 
Recommendation pending ......................................................... 2,230,532,000 

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description Fund Amount 
5180·111-001-Payments to aged, blind, and dis- General $2,216,846,000 

abled 
5180-lli..g~Payments to aged, blind, and dis- Federal 3,691,000 

abled refugees 
Control Section 23.50--Payment to aged, blind, State Legalization Impact Assis- 9,995,000 

and disabled tance Grant-Federal 
Total $2,230,532,000 

SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS 
1. Withhold recommendation on $2.2 billion from the General 

Fund pending review of revised estimates in May. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

726 

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

The federal government pays the cost of the SSI grant. California has 
chosen to supplement the federal 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 eligible refugees who have been in this country for less 
than 24 months. In California, the SSII SSP Program is administered by 
the federal government through local Social Security Administration 
(SSA) offices. 
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, . 

MAJOR ISSUES 

fi1f The budget assumes enactment of legislation to waive 
L;.J the statutory requirement for a state COLA (4.62 per­

cent) for SSI/SSP grants in 1990-91 for a General 
Fund savings of $141 million. 

OVERVIEW OF THE BUDGET REQUEST 

The budget proposes an appropriation of $2.2 billion from the General 
Fund for the state's share of the SSIISSP Program in 1990-91. The budget 
also includes $3.7 million from the Federal Trust Fund to reimburse the 
state for the grant costs of refugees and $10 million from the federal State 
Legalization Impact Assistance Grant (SLIAG) for grants to newly 
legalized persons under the federal Immigration Reform and Control Act 
(!RCA). The total proposed appropriations are an increase of $48.1 
million, or 2;2 percent, above estimated current-year expenditures. 

The budget also assumes that federal expenditures for SSI grant costs 
will be $1.9 billion. This is an increase of approximately 9 percent over 
estimated federal expenditures in the current year. The combined state 
and federal expenditure anticipated by the budget for the SSI/.SSP 
Program is $4.2 billion, which is an increase of 5.2 percent above 
estimated current-year expenditures. 

Table 1 shows SSIISSP expenditures by category of recipient and by 
funding source, for the years 1988-89 through 1990-91. 
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Table 1 
Department of Social Services 

SSI/SSP Expenditures 
198&-89 through 1990-91 
(dollars in thousands) 

Category of Recipient 
Aged .......• : .... ; .............................. . 
Blind ............................................ . 
Disabled ........................................ . 

Totals ....................................... . 
Funding Sources 
Included in Budget Bill: 

General Fund . ............................... . 
Federal funds {reimbursements for refu-

Actual Est. 
1988-89 1989-90 

$1,026,756 $1,225,702 
104,006 118,616 

2,437,949 2,609,559 
$3,568,711 $3,953,877 

$1,962,347 $2,165,655 

Prop. 
1990-91 

. $1,270,391 
124,808 

2,765,085 
$4,160,284 

$2,216,846 

gees}........................................ 11,537 10,527 3,691 
SLIAG.:,........................................ 2,225 
Subtotals, Budget Bill ....................... {$1,976,109} 

_-i6,2::23O=. 9,995 , 
{$2,182,412} {$2,230,532} 

Not included in Budget Bill: 

Item 5180 

Percent 
Change 

From 1989-90 
3.6% 
5.2 
6.0 
5.2% 

2.4% 

-64.9 
60.4 
{2.2%} 

SSI grants..................................... $1,592,602 $1,771,465 $1,929,752 8:9% 

Table 2 shows the factors resulting in the 1990-91 net increase of $213 
million in all funds over estimated current-year expenditures. The table 
also shows that expenditures from all funds in the current year are 
estimated to be $46 million ($23 million General Fund) more than the 
amounts appropriated in theJ989 Budget Act. 

For the budget. year, the largest projected cost increases are attribut­
able to: 

• A $144 million ($79 million General Fund) increase to fund an 
estimated 3.7 percent caseload growth. 

• A $138 million General Fund increase to fund the full-year cost in 
1990-91 of the 4.6 percent cost-of-living adjustment (COLA) pro­
vided for SSI/SSP grants on January 1, 1990. 

These increases are partially offset by a decrease of $172 million in 
General Fund costs resulting from COLAs in the federal SSI Program and 
social security_benefits. These adjustments are':counted as increased 
beneficiary income and thus reduce the state share of grant costs. 

ANALYSIS AND RECOMMENDATIONS 

Eligibility Requirements 
The Social Security Administration (SSA) administers the SSI Program. 

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 
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must be below the SSI/SSP payment standard and their resources cannot 
exceed $2,000 for individuals and $3,000 for couples. 

Table 2 
Department of Social Services 

SSI/SSP Budget Changes 
1990-91 

(dollars in millions) 

1989 Budget Act ......................... , ....................... .. 
1989-90 adjustments to appropriatio1/$ 

Higher-than-anticipated caseload growth ..................... . 
Baseline change for January 1990 COLA .................... .. 
Federal reimbursement for refugees .......................... . 
Refugee Program reduction .................................. .. 
Newly legalized persons ....................................... . 
Newly legalized persons (SLIAG) ............................ . 
Transfer to intermediate care ................................. . 

Subtotals, 1989-90 adjustments ............................... . 
199fJ..91 adjustments 

Increase in caseload ........................................... .. 
Full-year costs of January 1990 state COLA ................... . 
Full-year costs of January 1990 federal COLA ................ . 
January 1991 federal COLA (4.7 percent) .................... . 
Federal reimbursement for refugees .......................... . 
Refugee Program reduction .................................. .. 
Ne1vry legalized persons ........................................ . 
Newly legalized persons (SLIAG) ............................ . 
Transfer to intermediate care ................................ .. 

1990-91 expenditures (proposed) ................................ . 
Change from 1989-90 (revised): 

Amount ......................................................... . 
Percent .......................................................... . 

General Fund 
$2,142.5 

$17.0 
3.4 

-6.2 
8.7 

0.2 
($23.1) 

$78.9 
138.0 

-88.8 
-83.5 
-3.5 
10.4 

~0.4 

$2,216.8 

$51.2 
2.4% 

All Funds a 

$3,897.0 

$51.6 
-10.0 

2.7 
1.7 
0.4 

($46.4) 

$143.9 
138.0 

-44.5 
-33.5 

6.4 
3.8 

-0.8 
$4,156.6 b 

$213.2 
5.4% 

a Includes federal SSI payments not appropriated in the state budget as well as General Fund amounts. 
b Does not tie to the Governor's Budget. display (Table 1) due to an error in the budget display. 

General Fund Deficiency of $23 Million in 1989-90 
The budget anticipates that General Fund expenditures for SSI/SSP 

during 1989-90 will exceed the amount appropriated by $23.1 million, or 
1.1 percent. As Table 2 shows, the deficiency is primarily attributable to 
an unanticipated increase· in caseload and federal budget reductions in 
cash assistance programs for refuge,es. 
Grant Levels and Cost-of-Living Adjustments 

The maximum grant amountt~ceive.dby an SSI/SSP recipient varies 
according to the recipient's eligibility category; For example, in 1990 an 
aged or disabled individual can receive up to $630 per month, while a 
blind individual can receive up td $704. The actual amount of the grant 
depends on the individual's other income. In addition to categorical 
differences, 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 law. As regards 
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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 fhe 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. 

Existing state law requires that the total SSI/SSP payment levels be 
adjusted, effective January 1, 1991, based on the change in the California 
Necessities Index (CNI) during calendar year 1989. 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 prepared, the 
comnussion's calculation of the actual change in the CNI fot calendar 
year '1989 was not available. The commission's preliminary estimate of the 
change is 4.28 percent. 

Budget Proposes to Suspend Statutory COLA. The budget assumes 
enactment of legislation to waive the requirement for a state COLA for 
SSI/SSP grants in 1990-91. The budget estimates that this will result in 
General Fund savings of $141 million in the budget year, based on the 
estimated increase in the CNI of 4.62 percent. 

Table 3 displays the SSIISSP grants for 1990 and for 1991 with no state 
COLA (the budget prdPosal) and with a COLA of 4.62 percent. As the 
table shows, if legislation is enacted to waive the state COLA, the COLA 
in the federal SSI Program that will take effect on January 1, 1991 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 $29 to $33 higher in 1991 than the 
grants in 1990. 

Estimates Will Be Updated In May , , 

We "';ithhold recommendation on $2.2 billion from the General Fund 
requ.ested for SSIISSP grant costs, pending review of revised SSIISSP 
expenditure estimates to be submitted in May. ' 

The proposed expenditures for the SSII SSP Program lire based on , 
actual caseload and cost data through July 1989. The department will 
present revised estimates in May, which will be bas~d on program costs 
through Febru~ry 1990. Because the revised estimates will be based on, 
more recent experience, the estimates will provide the Legislature with 
a more reliable basis for budgeting 1990-91 expenditures. ' 

Basic Caseload Estimate May Be' Too Low. The budget proposal 
assumes an average monthly SSI/SSP caseload of 832,100,which is an 
increase of 3.7 percent above estimated current-year caseloads. Table 4 
compares the caseload in each recipient category for 1988-89 through 
1990-91. 
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Table 3 
Department of Social Services 

Maximum Monthly SSI/SSP Grant Levels 
Calendar Years 

1990 and 1991 

Category of Recipient C 

Aged or disabled 
Individual: 

1990 

Total grant............................... $630 
SSI. ..................•.... ~............... 386 
SSP ................... ·.................... 244 

Couple: 
Total grant. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,167 
SSI........................................ 579 
SSP............ .........................•. 588 

Blind 
Individual: 
Total grant............................... $104 
SSI........................................ 386 
SSP.......... ............................. 318 

Couple: 
Total grant. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,372 
SSI. ..... :.. .......... ..................... 579 

. SSP........................................ 793 
Aged or disabled individual 
Nonmedical board and care: 
Total grant. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $709 
SSI........ ................................. 386 
SSP...................... .............. ... 323 

Budget Proposal 
(no state COLA) a 

$630 
404 
226 

$1,167 
606 
561 

$704 
404 
300 

$1,372 
606 
766 

$709 
404 
305 

1991 
Statutory 

Requirement 
(with state COLA) b 

$659 
404 
255 

$1,221 
606 
615 

$737 
404 
333 

$1,435 
606 
829 

$742 
404 
338 

• Assumes no state COLA in SSI/SSP grants and a 4.7 percent increase in SSI grants January 1, 1991. 
~ Assumes. a 4.62 percent increase in SSI/SSP grants, based on the estimated CNI, and a 4.7 percent 

increase in SSI grants, both effective January 1, 1991. . 
C Unless noted, recipients are in independent living arrangements. 

Table 4 
Department of Social Services 

SSI/SSP 
Average Monthly Caseload 

1988-89 through 1990-91 
Actual Est. Prop. Percent Change 

Category of Recipient 1988-89 1989-90 1990-91 From 1989-90 

~t::::::::::::::::::::::::::::::::::::::::: 2~:~: 3~~:: 3~~:: i:~% 
Disabled ...................................... ; 458,957 479,500 499,300 4.1 

Totals........................................ 771,225 802,400 832,100 3.7% 

The budget projects a decrease in the rate of growth of the SSIISSP 
caseloadin 1990-91 as compared to the growth rate experienced to date 
in the current year. The 1990-91 caseload is projected to increase by 3.7 
percent. Table 5 shows that between the first five months of 1988-89 and 
the same period in 1989-90 the number of recipients increased by 4.6 
percent. Although this is only a difference of 0.9 percent above the 3.7 
percent projected by the Department of Social Services, the higher 

28-80282 
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growth rate would result in a General Fund cost above the proposed level 
of approximately $19 million .. 

Eligibility Category 

Table 5 
Department of Social Services 

. SSI/SSP 
Actual Change in Average SSI/SSP Caseload 

July through November 1988-89 and 1989-90 

july-November 
1988-89 1989-90 

Aged ............................................... . 288,588 300,340 
Blind ............................................... . 
Disabled ........................ ~ .................. . 

20,715 20,962 
453,368 476,457 

Totals ............................................ . 762,671 797,759 

DEPARTMENT OF SOCIAL SERVICES 
Special Adult Programs 

Item 5180-121 from the General 

Percent Change 
From 1988-89 

4.1% 
1.2 
5.1 
4.6% 

Fund and the Federal Trust 
Fund Budget p. HW 182 

Requested 1990-91 ......................................................................... . 
Estimated 1989-90 .......................................................................... . 
Actual 1988-89 ................................................................................. . 

Requested increase $389,000 (+10.3 percent) 
Total recommended reduction ........... , ...................................... . 

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-121-OO1-Special Adult programs 
5180-121-890-Special Adult programs 

Total 

GENERAL PROGRAM STATEMENT 

Fund 
General 
Federal 

$4,161,000 
3,772,000 
3,357,000 

None 

Amount 
$4,086,000 

75,000 
$4,161,000 

The Special Adult programs consist of three distinct program elements 
designed to fund the emergency 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 
Program, which provides a monthly food allowance for guide dogs 
belonging to blind sst/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. 
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The budget proposes an appropriation of $4.2 million for the Special 
Adult programs in 1990-91. This is $389,000, or 10 percent, more than 
estimated expenqitures 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 

Item 5180-131 from the Feder:al 
Trust Fund Budget p. HW 183 

Requested 1990-91 ......................................................................... . 
Estimated 1989-90 .......................................................................... . 
Actual 1988-89 ................................................................................. . 

Requested ip.crease $6,568,000 (+ 15. percent) 
Total·recommended reduction .................................................. . 

GENERAL PROGRAM STATEMENT 

$51,058,000 
44,490,000 
33,421,000 

None 

This item appropriates federal funds for cash grants to needy refugees 
who (1) have been in this country for less than one year and (2) do not 
qualify for assistance under the Aid to Families with Dependent Children 
(AFDC) Program or Supplemental 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. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes expenditures of $51 million in federal. funds in 

1990-91 for cash assistance to time-eligible refugees through the Refugee 
Cash Assistance (RCA) Program. This is an increase of $6.6 million, or 15 
percent, above estimated current-year expenditures. 

This increase is the result of (1) an $8.6 million increase in the RCA 
Program primarily due to a 20 percent increase in caseloads anticipated 
in 1990-91 and (2) a $2 mill,ion decrease primarily due to a reduction in 
the time limit on federal eligibility. The anticipated caseload increase is 
the result of federal' increases in the number of refugees admitted into 
this country of 29 percent and 7.3 percent in federal fiscal years 1989 and 
1990, respectively. 

Reduction in the Time Limit on Federal Eligibility. Prior to January 
1, 1990, the federal government paid 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 were in this country. These 
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Refugee Cash Assistance Programs-Continued 
individuals are designated as "time-eligible" refugees. Time,eligible 
refugees who were needy, but who did not meet the eligibility require­
ments of the AFDC or SSI/SSP programs, received cash assistance under 
the RCA Program for the first 12 months that they were in this country, 
after which period, some of these individuals qualified for assistance 
under county general assistance programs. 

In state fiscal'years 1989-90 and 1990-91, the federal government will 
continue to pay 100 percent of the costs for assistance under the RCA 
Program. Eligible refugees will continue to receive assistance under the 
RCA Program for the first 12 months that they are in. this country. 

Beginning in January 1990, the federal government will reduce from 24 
to 4 the number of months for which it will pay 100 percent of the costs 
of all other public assistance for refugees. One effect of this change is to 
eliminate 100 percent federal funding for refugees who have been in this 
country for 13 to 24 months. This will shift the responsibility for the 
general assistance costs of these refugees from the federal government to 
the counties, beginning in January 1990. 

The effect of the reduction of the federal time limit on the AFDC and 
SSI/SSP programs is to shift to the 'state and local governments a portion 
of the costs of aid to time-eligible refugees who receive aid under' these 
programs. We discuss these shifts under Items 5180-101-001 (AFDC) and 
5180-111-001 (SSI/SSP). 

DEPARTMENT OF SOCIAL SERVICES 

County Administration of Welfare Programs 

Item 5180-141 from the General 
Fund and the Federal Trust 
Fund Budget p. HW 182 

Requested ,1990-91 ........................................................................ ,$836,481,000 a 

Estimated 1989-90 ............ ~............................................................ 728,963,000 
Actual 1988-89 ............................................................................... 586,694,000 

Requested increase $107,518,000 (+ 15 percent) 
Total recommended reduction ............................................... ;. None 
Recommendation pending ................................. ;........................ 836,481,000 

• Includes $20,542,000 proposed in Item 5180·181-890 to provide a 4.6 percent cost·of.living adjustment. 
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1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
51BO-141-OO1-County administration 
51BO-141:S90-County administration 
51BO-181-890--Cost-of-living adjustment 
Control Section 23.So.-:-Local assistance 

General 
Federal 
Federal 

Fund 

State Legalization Impact Assis­
tance Grant 

Amount 
$200,943,000 
614,659,000 
20,542,000 

337,000 

Total $836,481,000 

Analysis 
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page 

1. County Administration Budget. Withhold recommendation 734 
on $836 million ($201 million· General· Fund;:; $636 million 
federal funds) pending review of revised estimates in May. 

2. Work Measurement Study. Recommend that: 736 
a. The Departments of Social Services (DSS) and Health 

Services (DHS) report at budget hearings on the status 
of the work measurement study. 

b. The Legislature adopt supplemental report language 
requiring the DSS and DHS to submit a report on the 
findings of the study and their plans to incorporate these 
findings into the budgeting process. 

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 Children (AFDC) Program - including the proposed 
Transitional Child Care Program, (2) the Food Stamp Program, (3) the 
Child Support Enforcement Program, (4) special benefits for aged, blind, 
and disabled adults, (5) the Refugee Cash Assistance Program, and (6) 
the Adoption Assistance Program. In addition, this item supports the cost 
of training county eligibility staff. 

MAJOR ISSUES 

Ii7f A significant amount of work remains to be done 
L;.J before the Legislature can use the results of the Work 

Measurement Study to budget and allocate funds to 
county welfare departments. 



732 / HEALJ'H AND WELFARE 

County Administration of Welfare Programs-Continued 
OVERVIEW OF THE BUDGET REQUEST 

Item 5180 

The budget proposes an appropriation of $201 million from the General 
Fund as the state's share of the costs that counties will incur in 
administering welfare programs during 1990-91. This is an increase of $18 
million, or 9.9 percent, over estimated current-year General Fund 
expenditures for this purpose. The $201 million includes $6.5 million. to 
fund increased General Fund costs resulting from the state's share of the 
ongoing costs of the estimated 4.4 percent cost-of-living adjustment 
(COLA) granted by the counties to their employees during 1989-90. 
Similarly, counties will pay for any COLAs granted to county employees 
in 1990-91 using county and federal funds. The state will fund i~s share of 
the ongoing costs resulting from COLAs granted in 1990-91 starting in 
1991-92. 

The budget proposes total expenditures of $1.1 billion for county 
administration of welfare programs during 1990-91, as shown in Table 1. 
This is an increase of $131 million, or 13 percent, over estimated 
current-year expenditures. 



Program State 
L AFDC administration ......... $119,380 
2. Nonassistancefood stamps.... 28,033 
3. San Diego food stamp cash 

out" .......................... . 
4. Child support enforcement .. . 
5. SPecial adult programs ....... 2,537 
6. Refugee cash assistance. . . . . . . 539 
7. Adoption assistance. . . . . . . . . . . 431 
8. Staff development. . . . . . . . . . . . 3,133 
9. Transitional child care ....... . 

10. Estimated 4.6 percent COLA 
for county staff (1990-91) ... . 

Table 1 
County Welfare Department Administration 

BudgetSummar.y . 
1988-89 through 1990-91 

(in thousands) 
Actual 1 fJ88--S9 Estimated 198fH10 

Federal County Tofal State 
$133,783 

42,802 

Federal County Totiil 
$185,567 $132,809 $437,756 $221,909 $141,491 $497,183 
122,285 39,509 189,827 170,546 46,108 259,456 

9,758 9,758 
112,902 54,158 167,060 128,278 66,291 194,569 

103 2,640 2,828 2,828 
6,844 30 7,413 8,364 562 8,926 

218 8 657 334 467 12 833 
4,825 3,198 11,156 3,081 6,676 3,575 13,33~ 

59 58 117 

State 
$146,265 

46,849 

3,044 

413 
3,577 

795 

Proposed 1990-91 
Federal County Total 
$227,976 $143,076 $517,317 
. 178,081 46,782 271,712 

56,726 56,726 
133,967 69,573 203,540 

3,044 
9,680 1,240 10,920 

594 1,007 
7,178 3,578 14,333 

794 1,589 

20,542 17,676 38,218 
Totals ............................... $154,053 $432,641 b $229,815 $816,509 b $182,887 $546,076 b $258,039 $987,002 b $200,943 $635,538 b $281,925 $1,118,406 b 

• Amounts shown are to provide cash grants in lieu of food stamp coupons to eligible individuals, and thus are not "administrative" costs as typically defined. 
b Includes State Legalization Impact Assistance Funds. These funds are budgeted under Control Section 23.50. 
C The state will not share in the costs of COLAs granted to welfare department employees for 1990:-91 until 1991-92. 

~ 
01 
~ 

~ 

::Il 
~ 
~ 
~ 

~ 
...... 

i:1 
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County Administration of Welfare Programs-Continued 
Table 2 shows the budget adjustments that account for the net $131 

million increase in county administration expenditures proposed for 
1990-91. Significant changes include: 

• A $47 million increase in federal funds (no General Fund or county 
funds) due to an expansion of the San Diego Food Stamp Cash-Out 
Demonstration Project. Under this demonstration project, San Diego 
County provides cash rather than food stamps to eligible individuals. 
Thus, these costs are not "administrative" costs as typically defined. 

• A $38 million increase in federal and county funds (no General Fund 
monies) to provide a 4.6 percent COLA estimated for 1990-91. The 
General Fund share of the ongoing costs of this COLA will be 
covered in the state budget beginning in 1991-92. 

• A $35 million increase ($8.5 million General Fund) to fund admin­
istration costs related to estimated increases in public assistance 
caseloads (basic costs). Of the total increase, $22 million ($5.7 million 
General Fund) is due to increased caseloads in the AFDC Program. 

• A $7.2 million increase ($2.9 million General fund) to fund increased 
costs related to development and implementation of a statewide 
automated welfare system (SAWS). The $7.2 million increase. ($4.6 
million for AFDC administration and $2.6 million for nonassistance 
food stamp administration) reflects (1) addition~ development and 
procurement costs related to the counties that are preparing to 
implement their automated systems and (2) the costs for additional 
counties to prepare advanced planning documents. for their auto­
mated systems. 

• A net increase of $2 million ($6.4 million General Fund cost, $1.1 
million federal funds cost, and $5.5 million county fundssavtngs) to 
fund the estimated 4.4 percent retroactive COLA for 1989-90. The 
net increase is primarily the result of higher caseloads in 1990-91: The 
General Fund increase - and the. county savings -:- is due to a shift 
in costs from the counties to the state. The cost shift occurs because 
in 1990-91, the state will pick up its share of the ongoing costs of the 
COLA provided by counties to their employees in 1989-90. 

The fact that no General Fund monies are used for the. two largest cost 
increases in 1990-91 - the San Diego Food Stamp Demonstration Project 
($47 million) and the 1990-91 COLA for county employees ($38 million) 
accounts for the large difference between expenditure increases for the 
General Fund ($18 million) and all funds ($131 million). 

ANALYSIS AND RECOMMENDATIONS 

We withhold recommendation on $836 million ($201 million General 
Fund and $636 million federal funds) requested for county adminis­
tration of welfare programs pending receipt of revised estimates of 
county costs to be submitted in May. 

The proposed expenditures for county administration of welfare pro­
grams in 1990-91 are based on 1989-90 budgeted costs updated to reflect 
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Table 2 
County Administration of Welfare Programs 

Proposed 1990-91 Budget Changes 
All Funds 

(dollars in thousands) 

1989-90 expenditures (revised) ................................... . 
Adjustments to ongoing costs or savings 

AFDC administration: 
Basic c;aseload costs ..................... ~ .................... ', 
Court' cases/legislation ................................ :, ..... . 
Reduced GAIN .savings ...................................... . 
Statewide Automated Welfare System (SAWS) ............ . 
Change in Refugee Program ................................ . 
Other; .... !; > .................................................. . 
. Subtotals, AFDC ............. , : ..................... ' .......... . 

Child supporf administration: 
Basic caseload costs.· .......................................... '. 
Los Angeles County - increased administrative costs ..... . 
Other~ ....... : .. : .............................................. . 
Subtotals, child support administration ..................... . 

Nonassistance food stamps administratiori: 
Basic caseload costs .......................................... . 
.SAWS .......................................................... . 
Other ......................................................... . 
Subtotals, food stamps .......................... ; ............ . 

Other programs: . . 
Basic caseload costs .... ; ......... .': ....................... .' ... . 
San Diego food stampcashout. ............................ .. 
Immigration Reform and Control Act ...................... . 
Subtotals, other programs ............. , ....................... . 

New costs: . 
Retroactive COLA (4.4 percent) .......................... .. 
Estimated COLA for 1990-91.. ............................... . 
Subtotals, neW costs ............................. , ............ . 

1990-91 expenditures (proposed) ............................... .. 
Change from 1989-90 estimated expenditures: 

Amount ........................................................ .. 
.Percent ...... ",' ............................................. ~ .. . 

General Fund 
$182,887 

$5,683 
-1,610 

-545 
1,853 
2,144 

7 
($7,532) 

(-) 

$1,468 
1,059 

190 
($2,717) 

$1,384 

($1,384) 

$6,423 

($6,423) 

$200,943 

$18;056 
9.9% 

All Funds 
$987,002 

$22,170 
-6,537 
-2,189 

4,556 

1,419 
($19,419) 

$1,511 
5,998 

514 
($8,023) 

$6,369 
2,618 
2,955 

($11,942) 

$4,768 
46,968 

58 
($51,794) 

$2,008 
38,218 

. ($40,226) 

$1,118,406 

$131,404 
13.3% 

the department's caseload estimates for 1990-91. In May, the department 
will present revised estimates of county costs based on actual county costs 
in 1989-90: 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 county cost control plans for 1990-91 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" 
ture with a more reliable basis for. budgeting 1990"91 expenditures. 
Therefore, we withhold recommendation on the amount requested for 
county· administration of welfare programs pending review of the May 
estimate. 
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We recommend that the Legislature require the Departments of 
Social Services (DSS) and Health Services (DHS) to report to the fiscal 
committees during budget hearings on the status of the work measure­
ment study of the Aid to Families with Dependent Children (AFDC), 
Nonassistance Food Stamp (NAFS), and Medi-Cal programs. 

In addition, we recommend that the Legislature adopt supplemental 
report language requiring the DSS and the DHS to report by October 
1, 1990 on the findings of the completed study and their plans to 
incorporate these findings into the 1991-92 budget process. 

Background. The Legislature took action in the 1975 Budget Act that 
resulted in a plan for controlling the counties' costs of administering the 
AFDC, Medi-Cal, and NAFS programs. The Legislature took this action 
because it was concerned about (1) increases in administrative costs for 
public assistance programs and (2) large differences in administrative 
costs per case among counties. 

The cost control plan allows the state to budget and control the costs of 
administering public assistance programs by: 

• Establishing productivity standards for county eligibility workers 
(expressed in terms of the average number of cases a county worker 
is required to process during a month). 

• Determining the number of budgeted eligibility workers per county 
based on the productivity standards and anticipated county case­
loads. 

• Determining county overhead and supervisory costs based on the 
number of budgeted eligibility staff. . 

Legislative Intent With Respect to Productivity Standards. The 
productivity standards play a key role in the cost control plan because 
they are the primary basis for determining the amount of administrative 
funds a county will receive. During the last five years, the Legislature has 
required the DSS and the DHS, in conjunction with the County Welfa:re 
Director's Association (CWDA), to report on va:rious issues relating to the 
productivity standards. Among other things, the Legislature required the 
departments, in conjunction with the CWDA, to evaluate the current 
procedure used to determine productivity targets for the AFDC, NAFS, 
and Medi-Cal programs and to identify alternative approllches to setting 
these targets. (The approach used to conduct this evaluation is referred 
to as the work measurement study.) 

Based on our review, we conclude that the progress of the work 
measurement study has not met legislative expectations. Specifically, the 
Legislature had pla:nned to use the results of the study during the 1989-90 
budget process. This was not possible because the departments and the 
c01.lllties did not (!omplete the study in time to do so. Moreover, based on 
the timetable that the department and the counties have agreed to, it 
does not appear that the Legislature will be able to use the results of the 
work measurement study for budgeting county administration costs for 
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1990-91. Thus, the earliest the Legislature can reasonably expect to 
iIIiplementthe results of the work measurement study would be in the 
1991-92 budget, two years later than originally planned. 

Current Status of Work Measurement Study. In January 1990 the Joint 
State / CWDA Work Measurement Steering Committee briefed legislative 
staff on the status of the study. The committee reported that certain 
activities had been completed, including (1) separating the 40 largest 
counties into three groups based, on similarities in caseload characteristics 
and the level of automation, (2) . selecting from each group, three 
counties - one for each program - to be studied (AFDC, NAFS, and 
Medi-Cal), which resulted in nine study sites, and (3) developing and 
testing a methodology for conducting the site studies. 

The committee indicates that it expects to complete the AFDC and 
NAFS reviews and report its findings in March 1990. In addition, the 
committee postponed until the spring of 1990 the work measurement 
studies for the Medi-Cal Program, due to recent significant changes in the 
program. The committee indicated that it expects to coinplete these 
studies and report their finding by August 1990. 

Significant Amount of Work Still Required. The tasks remaining to 
be completed with respect to work measurement are significant. They 
include the completion of work-ll}easurement studies for the Medi-Cal 
program, analysis of the findings of all nine studies, and development of 
a process to link these findings to the budgeting process for county 
administrative costs. Given the amount of work that needs to be done 
before the Legislature can use the results to budget for county adminis­
tration, we do not believe that the Legislature can reasonably expect to 
incorporate the findings of even the AFDC and NAFS studies into the 
budget process for the 1990-91 fiscal year. On this basis, we recommend 
that the Legislature (1) require the DSS and the DHS to report at the 
time of the budget hearings on the status of the work measurement study 
and (2) adopt supplemental report language requiring the DSSand the 
DHS to report by October 1, 1990 on the findings of the completed work 
measurement study and its plan for incorporating these findings into the 
1991-92 budget process. 

Specifically, we recommend the adoption of the following supplemen-
tal report language: 

By October 1, 1990 the DSS and the PHS shall submit a joint report to the 
Legislature regarding the findings of' the work measureinimt study on a 
county-specific basis. The report shall include: 

L 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. 

2. A description of the methodology that would be used to set county 
productivity targets using the results of the study. 

3. An estimate of the cost of fully iniplemeilting the findings of the study 
taking into accoUnt salary expenditures (direct salary, fringe benefits, and 
overhead), caseload size, number of supervisors, and appropriate supportive 
eligibility functions. 
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4. Other options for implementing the study findings and the fiscal impacts 

related to each option. 

DEPARTMENT OF SOCIAL SERVICES 

Social Services Programs 

Item 5180-151 from the General 
Fund and the Federal Trust 
Fund Budget p. HW 183 

Requested 1990-91 ................................ : ..................................... $1,396,863,000 a 

Estimated 1989-90 ...................................................................... 1,387,119,000 
Actual 1988-89 ............................................................................. 1,154,098,000 

Requested increase $9,744,000 (+0.7 percent) 
Total recommended reduction ............................................. . 
Recommendation pending .......... : .......................................... . 

750,000 
589,880,000 

a Includes $2,591,000 proposed in Item 5180-181-890 t~ provide a 4.6 percent cost-of-Iivingadjustment. 

1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-151-OO1-Social seivices programs-local 

assistance 
5180-151-B90--Social services programs-local 

assistance 
51BO-1B1-B90--Social services programs-local 

assistance COLA 
Reimbursements 
Welfare and mstitutions Code Section 

. 1B969--Appropriation 

Total 

Fund 
General _ 

Federal 

Federal. 

Children's Trust 

Amount 
$802,288,000 

-587,749,000 

2,591,000 

3,235,000 
. 1,000,000 

$1,396,863,000 

Analysis 
SUMMARY OF- MAJOR FINDINGS AND RECOMMENDATIONS page 

1. Child Welfare Services (CWS) - Program Growth Adjust~ 745 
ment. Recommend that the department report to the 
Legislature, prior to budget hearings, on (a) how it intends 
to limit the effect of the reduction to the Family Mainte­
nance, Family Reunification, and Permanent Placement 
components of the CWS Program, (b) how it expects 
counties to absorb the reduction, and (c) its estimate of the 
full fiscal effect of the reduction. 

2. CWS - Expansion of Pilot Projectfor Substance-Exposed 747 
Infants in Foster Care. Reduce reimbursements to Item 
5180-151-001 by $500,000 and reimbursements to Item 5180-
001-001 by $116,000. Recommend deletion of funding for the 
proposed expansion of the Department of Social Services' 
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(DSS) foster care pilot project, because the proposed fund­
ing is inconsistent with federal law. 

3. In-Home Supportive Services (IHSS). Withhold recommen- 750 
dation on $590 million for support of the IHSS Program, 
pending receipt of the May revision .. Further recommend 
that the departmenfsMay revision of the IHSS budget 
estimate reflect the fiscal effects of (a) potential overesti­
mation of average hours of service, (b) recent changes in 
workers' compensation law, (c) potential budget-year pay­
ments related to the Miller v. Woods decision, and (d) the 
statutory adjustment of IHSS maximum service awards. . 

4. IHSS - Program Reduction. Recommend that the depart- 755 
ment, prior to budget heariIigs, provide the following infor­
mation to the fiscal committees: (a) details of the legislation 
needed to implement the proposal, (b) a summary of the 
function-by-function scores of individuals with functional 
index scores of 2.5 or less, (c) the effect on estimated savings 
of potential additional Supplemental Security Income/State 
Supplementary Program costs, (d) the effect of potential 
implementation delays on estimated savings, and (e) a more 
reliable estimate of the number. of individuals with relative 
providers who will be affected by the proposal. 

5. IHSS - Potential to Reduce Costs by Reducing Average 757 
Hours of Service. Rec~mmend that the department report 
to the fiscal committees, prior to budget hearings, on (a) the 
cost of administrative efforts to reduce average hours of 
service in 12 specified counties, (b) the potential effects of 
such efforts on IHSS expenditures and. recipients, and (c) 
the likely timing of these effects. 

6. Licensed Maternity Home Care. Reduce Item 5180-151-001 759 
by $250,000. Recommend a reduction in General Fund 
supportto more accurately reflect the program's anticipated 
spending level. 

7. Greater Avenues for Independence (GAIN). Proposed 766 
GAIN allocation would make no progress toward a uniform 
statewide methodology. 

8. Child Abuse Prevention. Proposed elimination of the Child 768 
Abuse Prevention Training Act Program is a policy decision. 
Options to elimination include refocusing the preschool 
component and scaling back the remainder until an evalu-
ation of program effectiveness can be conducted .. 

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 seven major programs providing 
these services are (1) Child Welfare Services (CWS), (2) County Services 
Block Grant (CSBG), (3) In-Home Supportive Services (IHSS), (4) 
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Greater Avenues for Independence (GAIN), (5) Adoptions, (6) Refugee 
programs, aild (7) Child Abuse Prevention. 

Federal funding for social services is provided pursuant to Titles IV-A, 
IV -B, IV -C, IV -E, IV -F, and XX of the Social Security Act and 'the Federal 
Refugee Act of 1980. In addition, lO 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. 

MAJOR ISSUES ~ 

.-.,r The budget proposes to reduce General Fund support 
L;.J forthe Child Welfare Services Program by $24 million . 

.-.,r The budget proposes to restrict eligibility for; the In­
L;.J Home Supportive Services Program, for a ,General 

Fund savings of $71 million . 

.-.,r The budget proposes $164 million less for the GAIN 
L;.J program than the amount needed to serve total antici­

patedcaseloads in all counties . 

.-.,r The budget proposal to eliminate funding for the Child 
L;.J, Abuse Prevention Training Act Program represents a 

policy issue for the Legislature. 

OVERVIEW OF THE BUDGET REQUEST 

The budget proposes $1.4 billion in expenditures from state funds ($802 
lIlillion General Fund and $1 lIlillion State Children's Trust Fund), 
federal funds ($590 lIlillion) , and reimbursements ($3.2 lIlillion) , to 
support social services programs in 1990-91. In addition, the budget 
anticipates that counties will spend $112 lIlillion from county funds for 
these programs. Thus, the budget anticipates that spending for social 
services programs in 1990-91 will total $1.5 billion. Table 1 displays 
program expenditures and funding sources for these programs in the 

" past, current, and budget years. 
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Table 1 
Department of Social Services 

Social Services, Program Expenditures 
1988-89 through 1990-91 • 
(dollars in thousands) 

Actual Est. Prop. 
Program 1988-89 1989-90 1990-91 b 

Child welfare services ........................ $379,188 $462,025 $505,516 
County services block grant ................. 82,224 84,775 86,600 
In-home supportive services ................. ' 566,187 628,241 609,101 
Maternity home care ......................... 2,154 2,154 2,154 
Access assistance for deaf .................... 3,452 3,442 3,442 
Greater Avenues for Independence C ....... 132,147 232,600 221,000 
Adoptions ..................................... 27,439 31,589 29,728 
Refugee assistance ........................... 40,250 27,685 39,769 
Child abuse prevention ...................... 23,224 23,645 11,250 

Totals .................................... $1,256,265 $1,496,156 $1,508,560 
Funding Sources b 

General Fund .. .............................. $689,471 $820,890 $802,288 
Federal Trust Fund .......................... 459,971 562,494 590,340 
County funds ................................. 102,167 109,037 1ll,697 
State Children's Trust Fund . ................ 2,025 1,000 1,000 
Reimbursements .............................. 2,631 2,735 3,235 

Change From, 
1989-90 

Amount Percent 
$43,491 9.4% 

1,825 2.2 
-19,140 -3.0 

-11,600 -5.0 
-1,861 -5.9 
12,084 43.6 

-12,395 -52.4 
$12,404 0.8% 

-$18,602 -2.3% 
27,846 5.0 
2,660 2.4 

500 18.3 

• Includes actual 1988-89 and anticipated 1989-90 and 1990-91 county expenditures. 
b Includes funds for 1990-91 COLAs ($2.6 million from the Federal Trust Fund and $20.5 million in county 

funds). Also included in these amounts is the General Fund share of the COLAs that counti,es 
granted their child welfare service workers in 1989-90. ' ' 

C Excludes General Fund expenditures for GAIN from Control Section 22 and other funds for GAIN 
appropriated in other items in the Budget Bill. Table 8 in our analysis of the GAIN Program in this 
item displays all the funds appropriated in the Budget Bill for GAIN. Amount shown for 1988-89 
includes funds for the now-defunct federal Work Incentive Demonstration Program. 

Significant Budget Changes 

Table 2 shows that the proposed level of expenditures from all funds for 
social services programs in 1990-91 represents an increase of$12 million, 
or 0.8 percent, above estimated current-year expenditures. It also shows 
the major changes proposed for social services programs. The major 
changes displayed in the table that are not discussed elsewhere in this 
analysis of the social services programs item are as follows: 

• A $43 million ($35 million General Fund) increase due to the 
anticipated growth in CWS caseloads . 

• A $1.4 million net reduction for cost-of-living adjustments (COLAs) 
that counties granted to CWS workers in 1989-90. The primary reason 
for the reduction is that the department reduced its estimate of the 
COLA downward, from 5.2 percent to 4.4 percent. The net reduction 
consists of (1) an increase of $16 million in General Fund costs that 
results because, consistent with the state's "retroactive" COLA 
policy, the state did not share in the 1989-90 costs of these COLAs 
during 1989-90, but will begin providing its share of these costs in 
1990-91, (2) a reduction of $18 million in county costs, also due to the 
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"retroactive" COLA policy, and (3) a reduction of $79,000 in the 
federal costs associated with the 1989-90 COLA due to the depart­
ment's reestimate. 

• A $23 million increase in federal and county funds for the cost of the 
COLAs to be granted to county CWS workers in 1990-91. Under the 
"retroactive" COLA policy, the state share of these costs will be 
provided beginning with the 1991-92 budget. 

Table 2 
Department of Social Services 

Social Services Programs 
Proposed 1~91 Budget Changes 

(dollars in thousands) 

1989~90 expenditures (revised) .................................. . 
1990-91 adjustments 
Child welfare services (CWS): 

Caseload increase .............................................. . 
Program growth adjustment ................................... . 
Increased costs of Substance-Exposed Infant Pilot Program .. 
Prior-year COLA .............................................. . 
Other adjustments ............................................. . 

Subtotals, CWS ............................................... . 
County services block grant caseload increase .................. . 
In-home supportive services (IHSS): 

Increased caseload and average hours of service ............. . 
Settlement of Miller v. Wood!- court case ..................... . 
Program reduction .......... ; ........... ; ...................... . 
Iri.creased costs for payroUing contracts and workers' com-

pensation ..................................................... . 
Subtotals, IHSS .............................................. . 

Greater Avenues for Independence Program a ..•••••••.•.••••.• 

Adoptions ......................................................... . 
Refugee programs: 

Increased targeted assistance caseload ........................ . 
Increased employment! social services caseload .............. . 

Subtotals, refugee programs ......... ; ....................... . 
Child abuse prevention: 

Elimination of Child Abuse Prevention Training Program .. . 
Other ............................................................ . 

Subtotals, child abuse prevention ........................... . 
Estimated 1990-91 COLA for county CWS staff (4.6 percent) b. 

1990-91 expenditures (proposed) ................................ . 
Change from 1989-90: 

Amount ......................................................... . 
Percent ........................................................ .. 

General Fund 
$820,890 

$35,069 
-24,127 

2,185 
16,314 
1,368 

($30,809) 
$1,976 

$53,374 
-12,159 
-71,100 

1,902 
(-$27,983) 
-$11,100 

-902 

(-) 

-$10,050 
-1,352 

(-$11,402) 

$802,288 

-$18,602 
-2.3% 

All Fund!­
$1,496,156 

$43,373 
-24,127 

2,685 
-1,400 

-98 
($20,433) 

$1,825 

$62,217 
-12,159 
-71,100 

1,902 
(-$19,140) 
-$11,600 

-1,861 

3,047 
9,037 

($12,084) 

-$10,050 
. -2,345 

(-$12,395) 
$23,058 

$1,508,518 

$12,404 
0.8% 

a Excludes General Fund expenditures for GAIN from Control Section 22 and other items of the Budget 
Bill. 

b The state share of the COLAs that counties grant to their cllild welfare services workers during 1990-91 
will be included in the base funding for the program beginning with the 1991-92 budget. 

The proposed increase of $12 million from allfunds consists of (1) a 
General Fund decrease of $19. million, or. 2.3 percent, (2) a federal fund 
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increase of $28 million, or 5 percent, (3) an increase in,county funds of 
$2.7 million, or 2.4 percent, and (4) a $500,000, or 18 percent, increase in 
reimbursements. 

ANALYSIS AND RECOMMENDATIONS 

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: 

• The Emergency Response (ER) Program requires cOWlties to provide 
immediate social worker response to allegations of child abuse and 
neglect. 

• 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. 

• The Family Reunification (FR) Program requires counties to pro­
vide services to children in foster care who have been temporarily 
removed from their families because of abuse or neglect. 

• The Permanent l'laceme,nt (PP) Program requires counties. to pro­
vide case managementand'placement services to children in foster 
care who c~ot be safely returned to their fru:p.ilies. ' 

Proposed Expenditures 

The budget proposes expenditures of $505 million ($339 million 
General Fund, $88 million federal funds, and $78 million county funds) 
for the CWS Program in 1990-91. The total General Fund request 
represents an increase of $31 million, or 10 percent, above estimated 
1989-90 expenditures. As Table 2 shows, the significant changes that 
account for the increase are as follows: ' 

~, A $35 million General Fund ($43 million total funds) increase to f)md 
an estimated 9.9. percent increase in the basic CWS caseload. 

• A $24 million General Fund reduction due to a proposed ~'program 
growth adjustment," which is designed to limit the growth of 
General, Fund support for the, CWS Program in the budget year. 

• A $16 million, General Fund .increase ($1.4 million total funds 
reduction) to fund the state's share of the cost-of-living adjustments 
(COLAs) that counties granted their workers in 1989-90~ , 

• A $2.2 million General Fund increase ($2.7 million total funds) to 
fund continued implementation and expansion of a pilot program for 
substance-exposed infants in foster care. 

CWS Costs· Have Increased Substantially in Recent Years 

, Chart 1 displays CWS Program expenditures, by funding source, forthe 
past 10 years. As the chart shows, expenditures' for the program have 
more than tripled since 1981-82. Specifically, costs have increased from 
$134 million in 1981-82 to a proposed $505 million in 1990-91. This 
represents an average annual increase of 16 percent. 
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1981-82 through 1990-91 (in millions) 

$600 D Projected groWth without program reduction (entire bar) 
D Budget proposal . , 
• Actual (estimated for 1989-90) 

400 

200 

82 83 84 85 86 '87 88 89 90 91 

There are three reasons for the rapid growth in CWS costs: 

• An increase in the number of county welfare department social 
workers in the four components of the CWS Program. Between 
1981-82 and 1988-89 - the last year for which actual county expEm­
diture data are available - the number of social workers increased 
from 2,902 to 4,497, an increase of 55 percent. This increase, in turn, 
is attributable to two factors. First, since 1984-85, the state has 
budgeted the costs of the CWS Program based on cases-per-worker 
standards designed to cover the full range of social worker activities 
mandated by the program. Second, .the program has experienced 
considerable growth in the number of children and families it serves. 
Although comparable data are not available since 1981-82 for the 
Emergency Response and Family Mllintenance components of the 
Program, caseload data from the Family Reunification and Perma­
nent Placement components provide an example of the kinds of 
caseload increases the program has experienced. Between 1981-82 
and 1988-89,the number of children in these two programs increased 
from 28,000 to 65,000, an increase of 1~2 percent, or 11 percent per 
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year. The department anticipates that increases of this magnitude 
will continue in the current and budget years . 

• An increase in the average cost of CWS social workers. The average 
cost per worker in the program, including salary, benefits, and 
adniinistrative overhead· costs increased from $42,100 per worker in 
1981-82 to an estimated $77,000 in 1989-90, an increase of almost 83 
percent. 

• Substantial expansion of the purchase of services for CWS clients 
since the enactment of Ch 978/82 (SB 14, Presley). Beginning in 
1982, counties have·been required by state law to provide a variety 
of services that are not usually provided by CWS social workers, such 
as counseling, transportatiori, and in-home caretakers; to children· 
and families in the CWS Program. The department estimates that 
courities will spend $43 million to purchase these types of services for 
CWS clients in 1990-91. 

Proposed Program Growth Adjustment Is a Policy Decision for the 
Legislature 

We recommend that the department report to the Legislature prior to 
budget hearings on the following issues regarding the proposed $24 
million . General Fund· reduction in the Child Welfare Services Pro­
gram: (1) how it intends to limit the effect of the reduction to the FM, 
FR, andPP components of the CWS Program, as· the budget assumes; 
(2) how it expects counties to absorb the reduction; and (3) its estimate 
of the full fiscal effect of the reduction. . 

The budget proposes to limit the projected growth in General Fund 
expenditures for the CWS Prograln through a "program growth adjust­
ment". of $24 million. As Chart 1 shows, this proposal would bring the total 
costs of the CWS Program down from $529 million to $505 million, for a 
savings. of 4.5 percent. 

This proposal represents the first time sin(!e the CWS Program was 
reformed in 1982 that the administration has proposed to fund the 
program at lessthan.its full estimated costs. This is a major policy decision 
which the Legislature wi.P have to evaluate in light of its overall fiscal 
priorities. However, we have identified three concerns withthe proposal, 
which we discuss below. . 

1. The proposal does notspecify how the department would limit 
staffing reductions to the FM, FR, and PPcomponents of the CWS 
Program. The department advises that the proposed reduction corre­
sponds to what it would cost to fund the anticipated amount of caseload 
growth in the FM, FR, and PP components of the program. Specifically, 
the proposal eliminates funding for the additional social workers that 
would be needed to cover the anticipated· caseload growth in these three 
components in 1990-91.· However, the budget includes funds that the 

. department advises would be needed for additional social workers to 
cover the anticipated caseload growth in the ER component; The 
department indicates that the reduction was limited to theFM, FR, and 
PP programs because counties cannot control caseloads in the ER 
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component due to statutory requirements that county ER workers 
respond to all reports of child abuse and neglect. 

However, the department lacks a mechanism to ensure that counties 
will limit staffing only in the FM,.FR, and PP components. of the program. 
Under the department's current allocation and cost control plans for the 
CWS Program, counties have broad discretion in allocating staff among 
the four CWS components, consistent with their own programmatic and 
fiscal priorities. In order to implement the "program growth adjustment" 
consistent with the administration's proposal" (that is, with no reductions 
in the ER component), the department would have to establish new 
procedures requiring the counties to staff the ER component at the levels 
specified by the department. At the time this analysis was prepared, 
however, the department had not developed a method to ensure that ER 
staffing levels would be unaffected by the proposed reduction, consistent 
with the assumption in the budget. 

2. The department has not determined whether counties would 
absorb the reductions by increasing efficiency or by failing to perform 
some of the tasks required under current law. Since the proposed 
reduction is relatively small - 4.5 percent - it is possible that counties 
could absorb the reduction through increased efficiency in their admin­
istration of the CWS Program. To the extent that counties cannot achieve 
$24 million in efficiencies, however, the reduction would result in social 
workers being able to perform fewer of the tasks required of them under 
current state law. If this is the case, it would be better public policy to 
statutorily eliminate some of the currently required tasks, than to force 
counties into the position of having to choose which statutory require­
ments to ignore. We believe that the department needs to consider the 
method in which counties will achieve the proposed reduction, in order 
to advise the Legislature about any potential program modifications that 
would be necessary to implement the reduction. 

3. The DSS' Estimate Does Not Address the Full Fiscal Effect of the 
Proposed ''Program Growth Adjustment." At the time the budget was 
prepared, the department estimated that the program growth adjust­
mentwould result in General Fund savings of $24 million. However, the 
budget does not take into account the following factors: 

• The loss of federal funds that would result from reduced General 
Fund support ofthe FR and PP programs. Current federal law allows 
states to claim federal financial participation at the rate of 50 percent 
for certain FR and PP costs associated with federally eligible 
children. 

• Additional General Fund, federal funds, and county funds savings 
due to the reduced costs of 1989-90 and 1990-91 COLAs that would 
result from the lower staffing levels associated with the proposal. 

Based on data provided by the department, we estimate that these 
factors would increase the savings to all funds resulting from the 
proposed "program growth adjustment" by $1l.5 million ($1.1 million 
General Fund, $9.3 million federal funds, and $1.1 million county funds). 
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However, the department advises that this estimate would be subject to 
change based on the department's May revision of the CWS estimate. 

Summary. In order to evaluate the merits of the department's 
proposal, we believe that the Legislature will need more detail from the 
department addressing these concerns. Therefore, we recommend that 
the department report to the Legislature, prior to budget hearings, on 
(1). how it intends to limit the reduction to the FM, FR, and PP 
components of the CWS Program, as the budget assumes, (2) how it 
expects counties· to absorb the reduction, and (3) its estimate of the full 
fiscal effect of the reduction. 

Proposed Funding Source for Pilot Project Expansion Is Inappropriate 
We recommend deletion of funding for the proposed expansion of the 

DSS' foster care pilot project, because the proposal is inconsistent with 
federal law. (Reduce reimbursements to Item 5180-151-001 by $500,000 
and reimbursements to Item 5180-001-001 by $116,000.) 

The budget proposes $4 million ($3.4 million General Fund and 
$616,000 in reimbursements), including $3.8 million from this item and 
$206,000 from the DSS' departmental support budget (please see Item 
5180-001-001) for the Services for Pregnant and Parenting Women and 
Their Children pilot projects. These projects are administered jointly by 
county health, welfare, and alcohol and drug program departments in 
four counties. The projects are jointly supervised by the Departments of 
Health Services (DHS) and Alcohol and Drug Programs (DADP), and 
the DSS. In addition to the expenditures proposed in the DSS portion of 
the budget, the budget proposes $3.6 million for the DHSand $7.1 million 
for the DADP to support the pilot in 1990-91. 

The pilot projects were authorized by Ch 1385/89 (SB 1173, Royce) and 
the 1989 Budget Act. They provide (1) medical care, substance abuse 
treatment, and case management to pregnant and parenting women and 
(2) services to the foster parents of substance-exposed infants who have 
been removed from the custody of their mothers. The DSS' responsibility 
with respect to the pilots is to supervise the recruitment, training, and 
support services to foster parents in the four pilot counties. 

The $4 million proposed in the DSS' budget consists of the following 
two components. 

• $3.3 million in General Fund expenditures to provide full-year 
funding for the existing pilot projects in Los Angeles, Sacramento, 
Alameda, and San Diego Counties. This represents an increase of $2.2 
million, or 205 percent, above current-year expenditures. This in­
crease is to (1) continue providing services to the foster parents who 
began participating when the pilot projects were first phased in, 
starting in November 1989, and (2) begin providing services to new 
foster parents who are anticipated to join the projects in 1990-91. The 
department estimates that approximately 82 additional foster parents 
will begin receiving services through the pilot projects in each 
month of the budget year . 

• $616,000 in reimbursements from the DADP to expand implementa­
tion of the pilot projects to additional counties. Specifically, the 
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proposal is to expand the pilot projects to up to two additional 
counties and provide planning grants to 10 other counties. At the 
time this analysis was prepared, the DSS, DADP, aIidDHS had not 

.. fully developed the details of this proposal. We discuss this issue in 
our analysis of the DADP budget (please see Item 4200-001-0(1) . 

. The department's proposal to provide full-year funding for the existing 
pilot project counties is consistent with the Legislature's intent, as 
expressed in Ch 1385 / 89 and the 1989 Budget. Act, to provide for a 
three-year pilot project in four counties. We therefore recommend 
approval of the General Fund portion of the proposal. 

However, we are concerned about the department's'proposal to use 
reimbursements from the DADP to expand the DSS' portion of the pilot 
projects to other counties. The department is proposing to fund the 
expansion of the foster care portion of the pilots with federal Alcohol, 
Drug Abuse, and Mental Health Services (ADMS) block grant funds, 
which are proposed as reimbursements from the DADP to the DSS. 
According to the DADP, the federal funds proposed for the pilot are the 
federal women's set-aside portion of the ADMS funds, which, under 
federal law, must be used for "alcohol and drug programs and services 
designed for women (especially pregnant women and women with 
dependent children) and demonstration projects for the provision of 
residential treatment services to pregnant women." However, ·the de­
partment's proposal would provide training and support services to the 
foster parents of children of drug abusing women, not treatment or 
services to the women themselves. For this reason, we coriclude that the 
department's proposal to use federal drug .·treatment funds to expand 
services to foster parents is inconsistent with the federal criteria for the 
use of these funds. Therefore, we recommend eliminating funding for the 
proposed expansion of the DSS' portion of the pilot project and reducing 
$616,000 in reimbursements to the' DSS, of which $500,000 is proposed in 
this item and $116,000 is proposed in the DSS departmental support item 
(Item 5180-001-(01). We make a conforming recommendation in our 
analysis of the DADP's budget (please see Items 4200-001-890 and 
4200-101-890) . 

It is important to note that the effect of the above recommendation 
would be to increase the amount of women's set-aside funds budgeted for 
treatment in·the DADP budget, which will in tum increase.the number 
of pregnant and parenting women who can receive drug treatment. We 
believe· that this would help to achieve one of the primary goals of the 
CWS Program: to maintain abused and neglected children safely in their 
homes by providing services to end the abuse or neglect. When 
substance-exposed infants are referred to the CWS Program, their 
mothers must agree to drug treatment as a condition of keeping or being­
reunified with their children~ According to county social workers, as well 
as DSS and DADP staff, the current shortage of treatment slots for 
women in California results in many substance-exposed infants being 
removed from their mothers and placed into foster care, regardless of 
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their mothers' willingness to enter treatment, because the treatment is 
not available. 

IN-HOME SUPPORTIVE SERVICES 
The In-Home Supportive Services (IHSS) Program provides assistance 

to eligible aged, blind, and disabled persons who are unable to remain 
safely in their own homes without assistance. While this implies that the 
program prevents institutionalization, eligibility for the program is not 
based 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 safely doing so if IHSS 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 
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; essential transportation; protective supervision, such asobserv­
ing the recipient's behavior to safeguard against injury; .and paramedical 
services, which are performed under the. direction of a licensed health 
care professional and are necessary to maintain the recipient's health. 

The IHSSPrograni is administered by county welfare departments 
under broad guidelines 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 welfare staff. 

Budget Proposal 

The budget proposes expenditures of $609 million for the IHSS 
Program in 1990-91. This is a decrease of $19 million, or 3 percent, below 
estimated current-year expenditures. Several significant proposed 
changes account for this decrease: 

• A $62 million increase to fund an estimated 5.7 percent increase in 
. total caseload and a 4.4 percent increase in average hours of service 
per case. 

• A $12 million reduction due to completion of payments to claimants 
in the Miller v. Woods case (the department expects to make all 
remaining payments in 1989-90) . 

• A $71 million reduction due to the proposed "program reduction," 
that would deny IHSS eligibility to individuals who are relatively 
more capable of living safely at home than others or who, under 
specified circumstances, have an indiyidual proVider who is their 
own relative. . -

Table 3 displays IHSS Program expenditures, by funding source, for the 
past, current, and budget years. The table shows that while expenditures 
from all funds are expected to decrease by $19 million, or 3 percent, 
expenditures from the General Fund are projected to decrease by $28 
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million, or 9.5 percent. This is because the program reduction will result 
in savings exclusively to the Gener.al Fund. County funds will be 
unchanged as a result ()f Ch 1438/87 (SB 412, Bill Greene), which freezes 
the county share of costs for the IHSS Program at the 1987-88 level. 

. Table 3 
. Department of Social Services. 

In-Home Supportive Services 
Expenditures and Funding Sources 

1988-89 through 1990-91 
(dollars in thousands) 

Ch~ngeFrom 
Actual Est. Prop. 1989-90 
1988-89 1989-90 1990-91 Amount Percent 

Funding Sources 
General Fund ................................ $241,098 $293,034 $265,051 -$27,983 -9.5% 
Federal funds.. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 305,868 315,986 324,829 8,843 2.8 .. 
County funds . ; . . . . . . .. .. . . . . . .. .. . .. .. .. . . . .. ~ 19,221 19,221 

Totals .................................... $566,187 $628,241 $609,101 -$19,140 ~3.0% 

The department expects to achieve this expenditure reduction by 
reducing the IHSS caseload. Table 4 displays the average monthly IHSS 
caseloadhy service delivery type for the past, current, and budget years; 
The budget anticipates a net caseload reduction of 33,900, or 24 percent, 
betWeen 1989-90 and 1990-91 largely due to the proposed program 
reduction .. 

Service provider types 

Table 4 
Department of Social Services 
In-Home Supportive Services 
Average Monthly Caseload 

by Provider Type 
1988-89 through 1990-91 

Actual 
1988-89 

Individual pro~ders .................................. . 
Contract agencIes .................................... . 

118,900 
. 14,300-

1,300 
134,500 

County welfare staff ; ................................. . 

Totals ............................................. . 

a Reflects.the deparbnent's proposed program reduction. 

Estimates Will Be Updated in May 

Est 
1989-90 

126,400 
15,300 
1,400 

143,100 

Prop. 
1990-91 a 

96,600 
11,600 
1,000 

109;200 

We withhold recommendation on $590 million ($265 million General 
Fund and $325 million federal funds) for support of the IHSS Program, 
pending receipt of ihe May revision. We further recommend that the 
department address the fiscal effects of the following issues in its'May 
revision of the IHSS budget estimate: (1) the potential overestimation 
of average hours of service, (2) the recent changes in workers'compen­
sationlaw~ (3)the potential budget-year payments related to the Miller 
v. Woods decision, and (4) the statutory adjustment of IHSS maximum 
service awards. 
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The proposed expenditures for IHSS are based on program trends 
through June 1989. The department will present revised estimates in 
May,which will be based on program costs through February 1990. In 
addition to updating its estimate based on additional data, we believe that 
the department should also revise its estimate to address several technical 
flaws, which we discuss below. We therefore withhold recommendation 
on $590 million proposed for support of the IHSS Program, pending 
receipt of the department's revised estimates in May. 

I.Hours o/Service May be Overbudgeted. Table 5 displays the average 
hours of service per. case by service delivery type for the past, current, 
and budget years. As shown in the table, the department estimates that 
hours of service per case will grow by 4.4 percent between 1989-90 and 
·1990-91. This estimate is based on data available through June 1989. Actual 
hours of service data for the period July 1989 through December 1989, 
,however, indicate a much slower rate of growth. If a lower-than­
estimated rate' of growth continues through the last half of 1989-90 and 
into 1990-91, IHSS IP hours per case could be as much as 6.6 percent lower 
. than the hours per case estimated in the budget. A decrease of this 
magnitude in hours per case would result in decreased General Fund 
costs of $40 million in 1990-91. 

Table 5 
Department of Social Services 
In-Home Supportive Services 

'Average Monthly Hours of SerVice Per Recipient 
by Provider Type 

1988-89 thrQugh 1990-91 
Percent 

Actual 
1988-89 

Est. 
1989-90 

Prop. Change 
1990-91 From 1989-90 

Service provider types 
Individual providers............................ 75.53 79.17 82.70 4.5% 

, Contract agencies. . .. .. .. . . . . .. .. .. . . . .. .. . . . .. . 26.84 26.84 26.84 
Couiltywelfare staff ................ ,........... 9.92 10.84 10.84 

Annual average..................... ........ 69.71 72.89 76.08 4.4% 

2. Miller v. Woods Payments May Be Underbudgeted. As a result of 
the Miller v. Woods court case, the department is required to retroac­
tively pay all spouses and housemates who provided protective supervi­
sion to IHSS recipients during specified periods. The department assumes 
that it will make all remaining Miller v. Woods payments in the current 
year. The department, however, has not yet reached an agreement with 
the plaintiffs' attorneys concerning the mailing and processing of notices 
to 113,000 additional potential claimants. Consequently, a substantial 
portion of the estimated $8.6 million in claims resulting from this mailing 
could be paid in the budget year, instead of the current year. 

3. Workers' Compensation Costs May Be Understated. The budget 
proposes $8.4 million from the General Fund to pay workers' compensa­
tion in 1990-91 to individuals who have become disabled while working as 
IHSS providers. The department advises that this estimate does not take 
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into account recent changes in workers' compensation law enacted by Ch 
893/89 (SB 47, Lockyer). The statute could increase the department's 
costs of processing and paying claims, because it increases the minimum 
weekly payment to beneficiaries and decreases the amount of time 
permitted for processing and deciding a claim. 

4. Increase in Statutory Maximum Grant Not Funded. Existing law 
limits the number of hours of service that counties may award to 
recipients. Effective Julyl,1990, however, the law will limit IHSS service 
awards to a maximum dollar amount of services, instead. This amount 
will be adjusted annually for the percentage increase in the California 
Necessities Index, with the first adjustment scheduled to take place on 
July 1, 1990 (simultaneous with the change in the basis of the limit). The 
effect of this change from an hours of service-based limit to a dollar 
amount-based limit is that clients at or near the maximum will receive 
more hours of service beginning on July 1, 1990. The department 
estimates that this will result in increased General Fund costs of. $2.8 
million in 1990-91. The budget, however, does not propose the· funds to 
cover this cost. 

Perspectives on IHSS Costs 
Chart 2 displays expenditures for the IHSS Program for a 10-year 

period, from 1981-82 through 1990-91. As the chart shows, expenditures 
grew at a relatively slow rate (2.9 percent) between 1981-82 and 1983-84. 
This was the result of the implementation of Ch 69/81 (SB 633, 
Garamendi). This statute reduced services available under the program, 
permitted counties to make program cuts to stay within their IHSS 
allocations, and required counties to provide a matching share of any 
increases in program costs. 

After 1983-84, however, IHSS expenditures began to grow more 
rapidly, as the chart indicates. The increased growth - an average 
annual increase of 14 percent- is comparable to the increases that 
()ccurred for several years prior to the enactment of Chapter 69. The 

. resumption in growth occurred during the same period (1983-84 through 
1988-89) in :Which the provisions of Chapter 69 were largely eliminated 
through a series of court challenges and legislative changes, including the 
enactment of Ch 1438/87 (SB 412, Bill Greene), which froze the county 
share of costs .at the 1987-88 level. 

As . discussed above, the department estimates that expendjtures will 
decrease by 3 percent betWeen 1989-90. and 1990-91· under the proposed 
program reduction. Without the reduction, the department estimates 
that IHSS expenditures would increase by 8.3 percent between 1989-90 
and 1990-91. . 
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In-Home Supportive Services---Expendifures 
All Funds _ 

1981-82 through H~90-91 (in millions) 

$800 

600 

400 
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D Projected growth without program reduction (entire bar) 
D Budget proposal 
• Actual (estimated for 1989-90) 

82 83 84 85 86 87 88 89 90 '91 

Our analysis indicates that there are three factors that account for the 
growth in IHSS expenditures: (1) the number of service recipients 
(caseload), (2) the number of hours of service provided to each recipient 
(average hours per case), and (3) the llQurly cost of service providers. 
While policymakers can influence all three elements, caseloads and 
average hours of service are more susceptible to cost containment 
policies than are the costs of service providers. This is because the cost of 
service providers is determined primarily by such factors as the minimum 
wage, collective bargaining agreements, and market conditions. 

Caseload Continues to Grow. The IHSS average monthly caseload 
increased from 93,583 in 1981-82 to 134,500 in 1988-89, which is an average 
annual rate of 5.3 percent, with very little variation from year to year in 
the rate of growth. The department estimates that, without the proposed 
program reduction, caseload would increase to 151,200 in 1990-91, an 
increase of 5.8 percent over the estimated 1989-90 level. A number of 
factors are responsible for this steady increase in caseload, including (1) 
increases. in the eligible population, (2) increased frailty of the eligible 
population, (3) advances in medical technology that allow more seriously 
disabled peopleJo live at home, and (4) increases in referrals from other 
programs. 
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Average Hours of Service Continue to Grow. Average monthly hours 

of service grew from 60.1 hours in 1981-82 to 69.7 hours in 1988-89, which 
is an average annual rate of 2 percent. The department estimates that 
hours per case will increase to 76.1 hours per case in 1990-91, which is 4.4 
percent higher than the estimated 1989-90 level. There are three factors 
that account for this trend: (1) the increased frailty of the IHSS-eligible 
population, (2) advances in medical technology that allow more severely 
impaired individuals to live at home, and (3) administrative factors that 
affect the willingness of county social workers to grant more hours of 
service to their clients. On the latter point, it is noteworthy that the 
Legislature has enacted several program changes designed to control 
increases in the average hours of service. These changes include a 
uniform means of assessing recipient needs, a statewide management 
information system that tracks the number of IHSS hours awarded by 
individual social workers, and the implementation of time-for-task stan­
dards for certain tasks performed by IHSS providers. 

Proposed Program Reduction Is a Policy Issue for the Legislature 

Background. According to the department, the proposed program 
reduction would eliminate the IHSS eligibility of 42,000 otherwise eligible 
recipients in 1990-91. Specifically, the proposal would eliminate IHSS 
eligibility for otherwise eligible individuals who fall into either of the 
following two categories: 

• Individuals who have a "functional index score" of greater than two. 
According to the department, this portion of the reduction would 
disqualify 39,000 otherwise eligible individuals in 1990-91 for a 
General Fund savings of $60 million. 

• Individuals whose provider is a relative and whose functional index 
score is 2.5 or less. According to the department, this portion of the 
reduction would disqualify an additional 3,300 otherwise eligible 
reCipients for a General Fund savings of $11 million. 

Functional Index Score. The functional index score, which the depart­
ment proposes to use as the criterion for determining IHSS eligibility, is 
derived from the Uniformity Assessment Tool, used by all county social 
workers since 1988 to determine the number of IHSS hours needed by a 
client. The department developed this assessment tool to increase 
consistency between counties in the number of hours of service awarded 
to recipients. The tool measures an individual's relative ability to care for 
him or herself at home, using a scale of 1 through 6. The actual score that 
each client receives is a weighted average of 11 separate scores, each of 
which indicates the client's ability to perform a specific basic household 
maintenance or personal care function. Table 6 displays these functions 
and shows the range of scores that a social worker may assign to each. 
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Table 6 
Department of Social Services 
In-Home Supportive Services 

Functional Index Score 
Functional Areas and Possible Scores 

Housework 
Laundry 

Functional Areas 

Shopping and errands 
Meal preparation and cleanup 
Mobility inside 
Bathing and grooming 
Dressing 
Bowel and bladder care 
Transfer (moving in and out of bed 

and chairs) 
Eating 
Respiration 

Possible Scores a 

1 = No help needed 
2 = Needs verbal assistance only 

(reminding, gUidance) 
3 = Needs some direct physical 

assistance 
4 = Needs substantial physical 

assistance 
5 = Cannot perform at all 

without human help 
6 = Needs paramedical services 

a Full range of scores not applicable to every function (for example, shopping and errands gets 1, 3, or 
5; respiration gets 1, 5, or 6). 

The department's proposed program reduction is a policy and fiscal 
proposal that the Legislature will have to consider in light of its overall 
fiscal priorities. Our review of the proposal, however, suggests that the 
department has not provided the Legislature with sufficient information 
to enable it to fully assess the policy and fiscal effeCts of the proposed 
reduction. We discuss our concerns in detail below. 

Analyst's Concerns About the Proposed Program Reduction 

We recommend that the departmen~ prior to budget hearings, 
provide the following information to the fiscal committees: (1) pro­
posed legislation to implement the IHSS proposal, (2) a summary of 
the function-by-function scores of individuals with functional index 
scores of 2.5 or less, (3) the effect on estimated savings of potential 
additional Supplemental Security Income/State Supplementary Pro­
gram (SSI/SSP) costs, (4) the effect of potential implementation delays 
on estimated savings, and (5) a more reliable estimate of the number of 
individuals with relative providers who will be affected by the 
proposal. 

Departments Proposal Does Not Ensure Client Safety. The goal of 
the IHSS Program is to provide the services necessary for individuals to 
remain safely at home. The department's proposal is intended to control 
the growing costs of the IHSS Program by eliminating eligibility for those 
who, on average, need services the least. We are concerned, however, 
that the specific mechanism proposed for identifying clients with less 
need for services is flawed and that the proposed reduction may 
therefore result in a substantial safety risk in some cases. 

Specifically, the proposal to base eligibility on the functional index 
score may result in the elimination of services· to some individuals who 
cannot safely remain at home without service. This is because the 
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functional index score is. an average score and as such may mask 
significant variations in an individual's ability to perform specific func­
tions. For example, in the department's training video for county social 
workers, a specific IHSS recipient received a ra.ting of 1.67 on the 
functional score index. Under the proposed program reduction, this 
individual would be disqualified from the program. In this case, however, 
the individual's overall score of 1.67 consists of ratings of "4" (needs 
substantial help) in housework, laundry, and bathing and grooming, "5" 
(entirely dependent on human assistance) in shopping and errands, and 
"1" (needs no help) in all other functions. 

Moreover, the functional index score does not take into account an 
individual's mental capacity for self-care at home. A physically able 
person may exhibit poor memory, judgement, or orientation to the point 
of putting himself or herself at risk. This might be the case, for example, 
when a recipient has ratings of two (needs reminding and I or encourage­
ment) or less for each individual physical function. Despite having fairly 
strong phys.icaZ self-care capabilities, such a recipient could be in danger 
if left without any supervision. 

The department keeps data that indicates the function-by-function 
scores (for physical· and mental functions measured by the Uniformity 
Assessment Tool) df individuals. with functional index scores in the range· 
affected by the proposed program reduction. For the reasons described 
above, we believe that a review of these data is essential if the Legislature 
is to meaningfully assess the effect of the department's proposal on client 
safety. The department advises that it could make these data available 
prior to budget hearings. 

Department's Savings Estimate is Flawed . 
We have identified the following problems with the department's 

estimate of the savings that would result from the proposed program 
reduction: . 

1. IHSS Administration Overbudgeted by $16 Million. Although the 
budget proposes to reduce the IHSS caseload by 42,000 in 1990-91, it does 
not identify any county administrative savings resulting fr()m this case­
load reduction. The amount proposed by the budget for county admin­
istration of IHSS is $16 million more than what would be justified given 
(1) the caseload reduction proposed in the budget and (2) the budgetary 
practice followed by the Legislature· in this area in prior. years. 

2. Cost of Alternatives. to IHSS May Reduce Savings. It is unknown 
how the individuals affected by the department's proposal would adjust 
to the loss of service. Some may have friends or relatives who would 
provide help. Others may simply choose to do without the services. Some 
unknown number, however, would place themselves, or be placed in a 
residential care facility for the elderly or an adult residential facility. The 
state would pay a cost of $79 per resident per month for these 
placements, because the SSI/SSP monthly allowance for a board and care 
resident is higher than the allowance for a person living at home (nearly 
all IHSS clients are also SSI/SSP recipients). These additional. SSI/SS~ 
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costs ,are not 'taken into account in the department's savings estimates. 
~. Implementation Delays Could Reduce Savings. The department's 

estirriate df S~lVingS is based on an instantaneous caseload reduction, 
effectiveJuly 1, 1990. Given tl].e magnitude ofthe proposed policy change 
and the nUmber of people affected, however, the potentialfor delays in 
implementation appears great. Court challenges and fair hearings for 
individuals who currently receive IHSSawards, but would be denied 
eligibility lillder the department's proposal, could delay the caseload 
reduction I>roposed qy the departm~nt. Th~ department also advises that 
counties providing IHSS services through contracts with home service 
agencies could suspend and renegotiate their contracts based on the 
lower caseloads that would result from the proposal. This could also delay 
full implementation of the caseload reduction. Each month's delay in 
implementation would reduce the projected General Fund savings by up 
to $5.9 million. 

4. Uncertainty Abo,ut Caseload Reduction Makes Savings Uncertain. 
There is considerable uncertainty in the department's estimate of the 
number of individuals that would be affected by the second component 
of its proposal (elimination of eligibility for recipients whose providers 
are their relatives and whose functional index score is 2.5 or less). First, 
the department assumes that there are 6,500 recipients in this category. 
The department advises, however, that it does not know the family 
relationship of recipient to provider in an additional 15,800 cases with 
functional index scores of 2.1 to 2.5. Second, the department assumes that 
half of the 6,500 would find a nonrelative provider and therefore remain 
eligible for services. At the time this analysis was prepared, the depart­
ment could not provide any data to justify its assumption regarding the 
number of recipients in this category who might find a nonrelative 
provider. 

Summary. In our view, the department has not provided the Legisla­
ture with sufficient information to make a meaningful assessment of the 
proposed IHSS program reduction. Accordingly, we recommend that the 
department, prior to budget hearings, provide the following information 
to the fiscal committees: (1) the details of its proposed legislation to 
implement the proposal, (2) a summary of the function-by-function 
scores of individuals with functional index scores of 2.5 or less, (3) the 
effect on estimated savings of potential additional SSI/SSP costs, (4) the 
effect of potential implementation delays on estimated savings, and (5) a 
more reliable estimate of the number of individuals with relative 
providers who will be affected by the proposal. 

Department Could Reduce Growth in Average Hours of Service 
We recommend that the department report to the fiscal committees, 

prior to budget hearings, on (1) the cost of administration efforts to 
reduce average hours of service in 12 specified counties, (2) the 
potential effects of such efforts on IHSS expenditures and recipients, 
and (3) the likely timing of these effects. 

As we discuss in our analysis of IHSS expenditure trends over the past 
10 years, the most directly controllable IHSS cost factors are caseload and 
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hours of service per case. The'department's proposed,program reduction 
attempts to control IHSS' expenditures by reducing caseload. As an 
alternative, we believe that the department 'could, in the long run, 
reduce the growth of IHSS expenditures through greater efforts to 
control increases in the number of hours of service that counties award to 
recipients. The department, in cooperation with Los Angeles County, has 
already demonstrated the cost containment potential of such efforts. 

Average Hours of S(?rvice Decreased in Los Angeles County,While 
Increasing in Other Counties. Chart 3 shows that Los Angeles County 
achieved an average annual decrease of 2 percent in hours of service per 
case between. 1985-86 and 1988-89. Over the same period, Chait 3 shows 
that the average hours of service for the rest of the state increased at an 
average annual rate of 6 percent. The decrease in hours of service for Los 
Angeles County is a major ,reason for the relatively modest rate of growth 
in the statewide average hours of service ,during the 1980s. Los Angeles 
County achieved this reduction in hours of service by using the depart­
ment's management jnformation .system and the Uniformity Assessment 
Tool improve the consistency of IHSS awards made by social workers in 
different district offices. In particular, these efforts reduced the number 
of cases in which social workers awarded exce,ssive hours, of service to 
IHSS recipients. 

Chart 3 

Trends in IHSS Hours per Case 

1982-83 through 1988-89 
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Reductions in Hours of Service May Be·Possible in Other Counties. 
We believe that similar administrative efforts in other counties could 
achieve similar results. To demonstrate the potential effects of such 
efforts, we identified the 12 cOtplties, excluding Los Angeles County, with 
the largest individual provider caseloads in which average hours hours of 
service exceeded the statewide average in 1988-89. These counties were 
Alameda, Contra Costa, Humboldt, Imperial, Marin, Monterey, Orange, 
Sacramento, San Bernardino, San Diego, and San Mateo. Chart 3 shows 
that the average hours of service for these counties grew at an annual rate 
of 6.5 percent between 1985-86 and 1988-89, while hours of service for Los 
Angeles County were decreasing." On average, the IHSS recipients in 
these 12 counties have slightly lower functional index scores than those in 
Los Angeles County, possibly indicating that these counties have slightly 
less seriously disabled caseloads than Los Angeles County. We estimate 
that a 2 percent reduction in average hours of service in these counties 
during the budget year - the same reduction Los Angeles County 
achieved - would result in a General Fund savings of about $14 million. 

We recognize that such efforts could take longer than a year to bear 
fruit, and that they would result in significantly lower budget-year savings 
than the department's proposal. Nevertheless, because of the success of 
Los Angeles County efforts to control hours of service awards, we 
recommend that the department report to the fiscal committees, prior to 
budget hearings, on (1) the cost of similar efforts in the 12 counties 
identified above, (2) the potential effects of such efforts on IHSS 
expenditures and recipients, and (3) the likely timing of these effects. 

LICENSED MATERNITY HOME CARE 

The Licensed Maternity Home Care (LMHC) program provides a 
range of services to unmarried pregnant women under the 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 $1,179 to $1,368 per client. The department estima:tes that 
the homes will provide services to 540 women in the current year. 

Funds for LMHC are Overbudgeted 

We .recommend a General Fund reduction of. $250,000 to r'e/lect 
reduced costs in the LMHC Program in 1990-91 (reduce Item 5180~1$1-
001 by $250,0(0). . 

The budget proposes General Fund expenditures ·of $2.2 million for 
support of the LMHC Program in 1990-91. Table 7 shows the amount of 
funds budgeted and spent by·maternity homes in the past four years. As 
the table indicates, expenditures have fallen short of the amount 
appropriated for the program in each year since 1986-87. For exam.ple, 
the department estimates that the homes will· revert $255,055 to the 
General Fund in the current year. 
2~2 
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Table 7 

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

1986-87 through 1989-90 
(in thousands) 

Appropriation ................................... . 
Expenditures .................................... . 

Reversion to the General Fund ............ . 

1986-87 
$2,254 
2,048 
$206 

1987-88 
$2,254 

1,962 
$292 

1988-89 
$2,154 
1,899 

$255 

Item 5180 

Est 
1989-90 
$2,154 

1,899 
$255 

The department advises that the reason maternity homes do not .spend 
all of the funds appropriated for the program is because an increasing 
number of the women they serve are eligible for the Aid to Families with 
Dependent Children-Foster Care (AFDC-FC) Program. Homes that are 
licensed as AFDC-FC group homes typically receive higher rates - an 
average of $2,589 per month in the current year - than they receive 
through the LMHC Program. In order to receive the AFDC-FC rate, the 
home must (1) be licensed by the department as a foster care group 
home and (2) provide services to 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
grams, we believe that it is unlikely that the reimbursement preferences 
of maternity home providers will change substantially from the current 
year to the budget year. Therefore, we recommend a General Fund 
reduction of $250,000 to more accurately reflect the program's antici­
pated spending level. 

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 
$221 million ($91 million General Fund, $128 million federal funds, and 
$2.7 million reimbursements) for the GAIN Program in 1990-91. These 
amounts do not include funds proposed for support of the GAIN Program 
in Items 6110-156-001, basic education,and 6110-166-001, vocational 
education, and Section 22 of the 1990 Budget Bill. 

Overview of the GAIN Budget Request 

Table 8 displays eXpenditures from all funding sources proposed for 
GAIN in the current and budget years. The table also displays expendi-
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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 8 
Department of Social Services 

GAIN Program 
Proposed Expenditures and Funding Sources· 

1989-90 and 1990-91 
(dollars in thousands) 

EXPENDITURES BY COMPONENT 
Registration, orientation, and appraisal ......... 
Education ......................................... 
Job search ........................................ 
Assessment ....................................... 
Training .......................................... 
Long-term preemployment preparation 

(PREP) ...................................... 
9O-day child care ................................. 
Child care licensing .............................. 
Evaluation ........................................ 
County administration and Employment De-

velopment Department support ............ 
Totals ........................................ 

FUNDING SOURCES 
Funds appropriated for GAIN 

General Fund 
Department of Social Services C •••••••••••• 

State Department of Education ............. 
Adult Education ........................... 
Match for Job Training Partnership Act 

(JTPA) education funds ................ 
Department of Finance ..................... 
Subtotals, General Fund ........... ; ........ 

Federal Funds ................................. 
Reimbursements ............................... 

Totals, funds appropriated for GAIN ....... 
Funds redirected for GAIN 

General Fund 
Average daily attendan:ce-based funds ...... 

Adult education ........................... 
Regional occupation centers and pro-

grams ..................................... 
Community colleges ...................... 

Cooperative agencies resources for educa-
tion ................. : ....................... 

Job agent/service center .................... 
Subtotals, General Fund .................... 

Est. 
1989-90 

$43,877 
107,466 
32,772 
8,006 

157,016 

20,733 
1,709 

44 
643 

933 
$373,I98 b 

$101,449 
10,200 
(3,000) 

(7,200) 
28,300 

($139,949) 
$128,248 

2,735 
$270,932 

$33,300 
(13,000) 

(7,000) 
(13,300) 

700 
~ 

($35,000) 

Prop. 
1990-91 

$19,823 
120,792 
23,172 
7,455 

157,884 

34,073 

41 
153 

957 
$364,350 

$90,665 
7,200 

(-) 

(7,200) 
22,000 

($119,865) 
$127,760 

2,735 
$250,360 

$34,400 
(13,000) 

(7,000) 
(14,400) 

700 

~ 
($36,100) 

Change From 
1989-90 

Amount Percent 

-$24,053 -54.8% 
13,326 12.4 

-9,600 . -29.3 
-SSI -6.9 

868 0.6 

13,341 64.3 
-1,709 -100.0 

-3 -6.8 
-490 -76.1 

24 2.6 
-$8,848 -2.4% 

-$10,784 -10,6% 
-3,000 -29.4 

(-3,000) ( -liXl.O) 

(-) (-) 
-6,300 -22.3 

(-$20,084) (-14.4%) 
-$488 -0.4%. 

(-$20,572) (-7.6%) 

$1;100 3.3% 
(-) (-) 

(-) (~) 
(1,100) (8.3) 

($1,100) (3.1%) 
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Table 8-Continued 

Departm'ent of Social Services 
GAIN Program 

Proposed Expenditures and Funding Sources a 

1989-90 and 1990-91 
(dollars in thousands) 

Item 5180 

Change From 
Est. Prop. 1989-90 

1989-90 1990-91 Amount 
Employment Training Fund ................. ,- $600 $600 
FederaHunds 

JTPA.; ....................................... $40,700 $40,700 
Training .................................... (30,500) (30,500) (-) 
Education .................................. (lO,200) (10,200) (..,..) 

'. Job service .................. '. ~ ,.' ............. 3,700 3,400 -$300 
Community services block grant ........... 1,600 1,600 
Vocational education block grant ... ., ...... 7,300 7,100 -200 
Refugee social services ...................... 5,000 16,000 11,000 
PELL grants.' ................................ 8,500 8,500 
Subtotals, federal funds ...................... ($66,800) ($77,300) ($10,500) 
Total funds redfrected for GAIN ........... $102,400 $114,000 $11,600 = = = 

Grand totals, all funding sources d •••.•.••••.•••• $373,332 $364,360 -$8,972 

a Source: Department of Social Services. 
b Department's estimate has been reduced by $307,330 to eliminate a tec;hnical error .. 
C Includes funds appropriated for Gi\IN in Items 5180-141 and 5180-161. 
d Figures do not add to expenditUre totals due to rounding. 

Percent 

(-) 
(-) 

-8.1% 

-2.7 
220.0 

(15.7%) 
,11.3% 

-2.4% 

Expenditures. Table 8 shows that the budget proposes $364 :ffiillion in 
expenditures for the GAIN Program in 1990-91, which represents a 
decrease of $8.8 million, or 2.4 percent, below estimated current-year 
expenditures for the prograIll. The department indicates that this 
program level is $164 million below the amount needed to fully fund the 
GAIN Program in 1990-91. We discuss the implications of this funding 
"shortfall" below. As Table 8 shows, the largest decrease is for the 
registration, orientation, and appraisal component (-$24 million). This 
component is the starting point for an individual's participation in the 
GAIN Program. Thus, the reductions in this component' reflect the 
budget's proposal to reduce the number of persons participating in GAIN 
in 1990-91, by limiting the number of persons who enter the program., 

Funds Appropriated for GAIN. Table 8 shows that $250 million, or 69 
percent, of the $364 million proposed for the program' represents funds 
that would be specifically appropriated for the GAIN Program. The 
proposed $120 million General Fund appropriation accounts for almost 
half (48 percent) of this total. The proposed Gen,eral Fund appropriation 
is $20 million, or 14 percent less than estimated current-year expendi-
tures. ' 

Redirected Funds.' As shown in the table, the budget assumes that $114 
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 $34 million, at no charge to the GAIN Program, through average 
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daily attendance-based funds appropriated for· adult education, commu­
nity colleges, and regional occupational centers and programs. The 
budget also assumes that $41 million in federal Job Training Partnership 
Act GTPA) funds will be spent on GAIN participants. The $114 million 
that is expected to be redirected for' GAIN participants is $12 million, or 
11 percent, more than the amount the department estimates will be 
spent from these sources in the current year. Most of this increase is due 
to an $11 million shift in federal refugee social service funds· from the 
Refugee Demonstration Program (RDP) to the GAIN Program. This shift 
occurs because the RDP, which provides GAIN·i}ike services to refugees 
receivfug AFDC grants, will sunset on September 30, 1990. The elimina­
tion of the RDP means that refugees who curtentlyreceive employment 
services through the RDP will be served through the GAIN Program. 

While Table 8 breaks out GAIN expenditures by program component, 
Table 9 shows how the $364 million proposed for GAIN would be 
distributed among expenditure' categories. Table 9 shows that over 
one-half of the funds (58 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 $75 million,or 21 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, $78 
million, or 21 percent of total costs, is for administrative costs, which 
consist primarily of county costs to administer the GAIN Program. 

Table 9 
Department of Social Services 

GAIN Expenditures by Category 
1990-91 

(dollilrs in millions) 

Program costs 
Orientation, testing, and appraisal ............................ . 
Education ...................................................... ; 
Job club/search ................................................ ; 
Assessment ..................................................... . 
Training and vocational education ........................... .. 
Long·term PREP ............................................... . 

Subtotals, program costs .................................... .. 
Supportive services 

Child care ...................................................... . 
Transportation ................................................. . 
Ancillary expenses b ..................... , ...................... '. 

Subtotals, supportive services .............................. .. 
Administration 

Totals ......................................................... . 

. Proposed 
19f)()..91 

$18.9 
76.0 
11.2 
4.5 

1Oo.s 

($211.5) 

$34.3 
37.2 
3.4 

($74.9) 
$78.0 

$364.4 

Percent. 
o/Total 

5.2% 
20.9 

3.1 
1.2 

'Z7.7 

(58.0%) 

9.4% 
10.2 
0.9 

(20.5%) 
21.4% 

100.0% 

• Supportive services and administrative costs for long-term PREP total $34 million. There are no 
"program" costs for this component, although participants coiltinue to receive AFDG grant 
payments while in their PREPassignrnents. 

b Includes workers' compensation costs for participants in certain training components. 
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GAIN Funding Level Is a Policy Decision for the Legislature 

The deparbnent estimates that the $364 million proposed for the GAIN 
Program in 1990-91 is $164 million, or 31 percent, less than the amount 
that would be needed ($529 million) to pay for services for the entire 
anticipated caseloads. in all counties. Table 10 compares the budget 
proposal with estimated GAIN expenditures, funding sources, and yearly 
participants·· at full funding. As the table shows, the level of· funding 
proposed WQuld reduce the number of yearly participants by almost 50 
percent relative to the full funding estimate. 

The amount that will actually be provided for GAIN in 1990-91 is a 
policy decision for the Legislature. This is because the GAIN statute 
provides a mechanism for counties to contain costs within the amount 
appropriated in the annual Budget Act. In deciding how much to budget 
for the GAIN Program, the Legislature will have to consider its overall 
policy and fiscal priorities. In budgeting for the GAIN Program, however, 
the Legislature should also consider the effect of any shortfall below the 
full funding levelon (1) the funding requirements placed on the various 
funding sources involved, (2) AFDC grant and administrative savings, 
and (3) the individuals that will be served by the program. 

Table 10 
Department of Social Services 

GAIN Program in 1990-91 
Proposed Expenditures and Funding Sources 

Full Funding Versus Budget Proposal 
(dollars in millions) 

1990-91 
Full 1990-91 Shortfall 

Expenditures By Components 
Registration, orientation, and appraisal ........ . 
Education ........................................ . 
Job search .......... ' ............................ .. 
Assessment ...................................... . 
Training ......................................... . 
Long,term PREP ................................ . 
All Other ........................................ . 

Totals· ....................................... . 
Funding Sources 
FundS appropriated for GAIN: 

General Fund ................................. . 
Federal fundS .................................. . 
Reimbursements .............................. . 

Totals, funds appropriated for GAIN ...... . 
FundS redirected for GAIN: 

General Fund ................................. . 
Employment Training Fund ................. . 
Federal fundS ................................. . 

Total fundS redirected for GAIN .......... . 

. Grand totals, all funding sources ............. . 
. Yearly Participants 

Source: Department of Social Services. 

Funding Proposed A mount Percent 

$54 
180 
42 
10 

206 
.35 

1 

$529 

$242 
170 

3 

$415 

$36 
1 

77 
$114 = 
$529 

614,867 

$20 
121 
23 
7 

158 
34 
1 

$364 

$120 
128 

3 
$250 

$36 
1 

77 
$114 = 
$364 

313,838 

-$34 -63.1% 
-59 -32.9 
-19 -45.4 
-3 -29.0 

-48 -23.3 
-1 -2.5 

0.8 

-$164 -31.1% 

-$122 -50.4% 
-43 -25.0 

-$164. .-39.6% 

-$164 -31.1% 
-301,029 -49.0% 
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Effect 0/ Shortfall by Funding Sources. Table·lO displays the effect'of 
the budget proposal for the GAIN Program in 1990-91 by funding source. 
The table shows that: 

• The proposed General Fund amount is $122 million less than the 
amount needed to fully fund anticipated caseloads. 

• The proposed federal funds amount is $43 million less than is needed 
to· fully fund anticipated caseloads. 

• The total amount of redirected funds remains the same at full 
funding. 

In moving from full funding to the amount proposed in the budget, the 
reduction in the General Fund is larger than the reduction in federal 
funds due to the cap onthe amount of Title IV-F Gob Opportunities and 
Basic Skills UOBS] Training) funds that the federal govelnment provides 
to states. Specifically, at the full-funding level, roughly $80 million of the 
total expenditures for GAIN would be unmatched by federal funds. Thus, 
iIi reducihg the GAIN budget· below full funding, the General Fund 
reductions are greater than the federal fund reductions. 

With respect to·redirected funds, the budget assumes that significantly 
fewer participants - 314,000 annual participants in 1990-91 versus 498,000 
in the current year - will use $114 million, or $12 nullion more in serVices 
from redirected resources than the $102 million estimated for the current 
year. On -its face, this does not appear to be a realistic assumption. 
However, the Supplemental Report o/the 1989 Budget Act requires the 
department to report to the Legislature by March 1,1990 on the actual 
use of these redirected resciuicesby GAIN participants. After we have 
reviewed the report, we will be better able to evaluate the department's 
estimate in this regard. 

Effect 0/ Shortfall on AFDC Savings. The department estimates that 
the· $364 million in proposed GAIN expenditures will, result in AFDC 
grant and administrative savings of $114 million ($48 million General 
Fund, $57 million federal funds, and $9 million county funds). Thus, the 
net General Fund cost to the state for the GAIN budget proposal is $72 
million - the $120 million proposed General Fund appropriation for the 
GAIN Program less the $48 million in estimated General Fund savings to 
. the AFDC Program~ At full funding; the department estimates that 
AFDC savings would total $172 million ($73 million General Fund, $86 
million federal funds, and $13 million county funds) . At this level, the net 
General Fund cost to the state for the GAIN Program would be $169 
million - $242 million in General Fund appropriap.ons offset by General 
Fund savings of $73 million. 

Effect o/Shortfall on Individuals to be Served by GAIN Depends on 
Allocation Methodology. 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 the AFDC­
Unemployed Parent (AFDC-U) Program, followed -by applicants for 
assistance under theAFDC-Family Group (AFDC-FG) Program. If these 
participation restrictions are not enough to brings costs within the 
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amount allocated to the county it must restrict participation by specified 
categories of AFDC recipients. The department indicates that the level of 
funding proposed in the budget· is sufficient to the serve the entire 
anticipated stateWide GAIN caseload· in 1990-91 exceptAFDC-U and 
AFDC-FG applicants .. 

The actual GAIN caseload that will be served in 1990-91, however, 
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 
exceptfor AFDC applicants, while other counties may serve more or less 
of their. potential caseload. . 

'. .' ,: 

Allocation Plan Makes NoProgressTowar~ a Uniform Statewide 
Allocation 

The deparlment'sallocation plan for GAIN funds in 1990-91 makes 
no progress toward a uniform statewide methodology, as the Legisla-
ture intends. . . . 

The department advises that it plans to allocate GAIN funds in 1990-91 
under a plan that would provide most counties with.8.25 percent less than 
they received in the current year, Very small counties would not be 
subject to this reduction. Our analysis indicates that the department's 
proposed allocation methodology is· not consistent with legislative intent 
in this area, as stated in the Supplemental Report of the 1989 Budget Act. 
Specifically, the supplemental report states the Legislature's "intent to 
move toward a uniform, statewide method of allocating funds to the 
counties for operation of the GAIN Program." 

The Legislature expressed its intent to move toward a uniform 
allocation plan because of its concerns that the allocation plans used in 
1988-89 and in 1989-90 would (1) result in different requirements for 

: program participation in. different counties and (2) set a funding 
precedent that would be difficult to reverse in future years. 

Although the allocation plan used in 1989-90 made some. movement 
toward uniformity, it continued to some extent the different treatment of 
counties based on when they implemented GAIN, because the amount 
each county received in 1988-89 was:a primary consideration in deter­
mining its 1989-90 allocatiori.Thus, the deparbnent's proposal to allocate 
1990-91 funds<by simply reducing .1989-90 allocations by 8.25 per:cent in 
most counties makes no progress toward a uniform allocation· methodol­
ogy.For this reason, we believe that the department's proposalis not 
consistent with legislative intent. 

TheE/Je(Jt of Nonuniformity.Tosee the combined effects of prior­
year's allocations and the proposed allocation plan for 1990-91, it is 
necessary to compare county allocations against those allocations that 
would result under a plan that is not dependent on when a county started 
its GAIN Program. One approach the Legislature could use to uniformly 
allocate GAIN funds to counties would be based on each county's share of 
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AFDC caseload. County-specific AFDC caseloads are a good starting 
point for developing a stateWide uniform allocation method because all 
GAIN participants are also either AFDC applicants or recipients. Chart 4 
displays the effects of the department's allocation plan as compared to an 
approximation of a uniform allocation methodology - one that is simply 
based on AFDC caseloads; The chart shows the 18 largest counties in 
order of their GAIN starting dates, and identifies the differences in 
funding levels between the department's proposed allocation methodol­
ogy and an allocation based strictly on each county's share of the 
stateWide AFDC caseload. . . 

Based on actual AFDC caseloads in 1988·89 
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in millions 
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As the chart indicates, the earliest starting GAIN counties generally 
receive a higher proportion of the available resources relative to the 
amount they would receive if allocations were made entirely based on 
AFDC caselo:;tds. For example, San Diego and Santa Clara Counties 
would receive significantly more under the departinent's proposed plan 
- $5.1 million and $4.6 million, respectively. The later starting counties 
generally would receive a lower proportion of the available resources. 
For example, Los Angeles and ,Alameda would receive significantly less 
under the proposed plan - $25.4 million and $4.1 million, respectively. 
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The chart also points out an important consideration for the Legislature 

when considering a uniform allocation plan. That is, given a fixed amount 
of funds for GAIN, a uniform allocation will unavoidably require increases 
in some counties' allocations at the expense of other counties' allocations. 

What Should the Legislature Expect from a Uniform Allocation 
Plan? Obviously, a uniform allocation plan will have to take into account 
several variables other than each county's share of the statewide AFDC 
caseload. Additional considerations would be unit cost differences be­
tween counties, differences in caseload makeup, differences in existing 
community resources, and anticipated phase-in schedules .. For example, 
higher unit costs in a given county would result in that county receiving 
a larger share of GAIN resources relative to a county with the same share 
of statewide caseload, but with lower unit costs. Similarly, a county that 
had fully phased in its caseload would need a larger allocation than a 
county with the same size caseload, but that was early in its phase-in 
schedule. The allocation plan also should prevent, to the extent possible, 
radical reductions in the early startmg counties because of the potential 
for dislocation of GAIN clients and county staff. However, some degree of 
dislocation may be unavoidable in order to make progress toward the 
Legislature's goal of a uniform allocation. 

In our view, the uniform allocation that the Legislature ultimately 
adopts will allocate GAIN funds so that each county is able to serve the 
same share of its total potential caseload (that is, the cases it would serve 
if fully funded). At the funding level proposed in the 1990-91 budget, this 
would mean that every county would be provided sufficient funds to 
serve its total anticipated caseload, except AFDC-FG and U applicants. 

Legislature Will Receive Department's Statewide Uniform Alloca­
tion Plan in March. The Supplemental Report of the 1989 Budget Act 
requires the DSS to report to the Legislature by March 1, 1990 on (1) its 
plans and timetable for implementing a uniform statewide allocation 
methodology and (2) the adequacy of funds provided to each county for 
the GAIN Program in 1989-90 under the current allocation methodology. 
We believe the department's report will assist the Legislature in fashion­
ing Budget Bill language specifying how the department should allocate 
funds for the GAIN Program in 1990-91. 

OFFICE OF CHILD ABUSE PREVENTION 

The Office of Child Abuse Prevention (OCAP) administers various 
child abuse prevention and intervention programs throughout the state. 
Most of these programs were established and funded initially by specific 
legislation. In subsequent years, funding has been provided by the various 
Budget Acts. 

Proposal to Eliminate the Child Abuse Prevention and Training Act 
Program Represents a Policy Issue for the· Legislature 

The budget proposal to eliminate the Child Abuse Prevention and 
Training Act (CAPTA) Program is a policy issue for the Legislature. 

. i 
I 
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While some children participating in the program have demonstrated 
information gains, experts disagree over how to interpret this finding. 
If the Legislature wishes to continue the program, we conclude that the 
need for preschool training is questionable and alternative approaches 
warrant consideration. 

Background. Chapter 1638, Statutes of 1984 (AB 2443, Maxine Waters), 
established the CAPTA Program. 'The program funds the training and 
education of public school children (preschool through 12th grade) in the 
area of child abuse prevention, especially child sexual abuse. It also 
educates parents and teachers in child abuse prevention. The goal ,of the 
program is primary prevention; that is, it is intended to enable children 
to avoid becoming victims of child abuse. 

The enabling legislation specified that children must receive training 
once in preschool, once in kindergarten, and three more times before 
graduation from high school (typically once in elementary school, once in 
junior high, and once in high school). The Department of Social Services 
(DSS) contracts with primary prevention providers, usually private, 
nonprofit agencies, in each of the counties to conduct the education 
programs. In some cases, though, the school districts conduct their own 
programs. Though each provider conducts its own prevention programs, 
many of the same concepts are taught,'tosome extent, by each primary 
prevention provider. These concepts vary by the age of the student. For 
example, preschool children are taught to "trust their feelings" in 
distinguishing between appropriate and inappropriate touches, while 
high school students are educated about the possibility of "acquaintance 
rape." Participation on the part of the school districts, parents, and 
children is voluntary. The enabling legislation also provided for two 
regional training centers, which act as clearinghouses for information and 
provide technical assistance to the primary prevention providers. 

Budget Proposal. The Governor's 1990~91 Budget proposes to elimi­
nate the funding for the CAPTA Program. In the current year, spending 
on the program is estimated to be $10 million from the General Fund 
($9.5 million for provider contracts and $0.5 million to fund the training 
centers). 

Elimination of the Program May Require Legislation. The budget 
does not propose legislation to eliminate the CAPT A Program. Because it 
is not clear whether action on the budget alone CaIlserve to eliminate a 
state program; we have requested an opinion from thE' Legislative 
Counsel on this issue. The counsel's opinion should be available by the 
time of budget heaiings. Regardless of whether separate legislation would 
be required to eliminate the program, the budget proposal represents a 
policy decision for the Legislature to make based on its overall fiscal 
priorities. 

Evaluation of CAPT A Effectiveness 

An important criterion for the Legislature to use in evaluating the 
proposal to eliminate the, CAPT A Program is the 'effectiveness of the 
program; that is, does the program actually help to prevent child abuse? 
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In order to evaluate the effectiveness of the CAPT A Program, we 
reviewed the literature on primary prevention programs throughout the 
country and in California, and spoke with researchers and· child devel­
opment specialists with expertise in child abuse prevention. We focused 
on two key questions: (1) do children learn the concepts presented and 
(2) can they apply the concepts in their daily life, thereby reducing their 
chances of becoming victims of abuse? 

Studies Show that Some Children Do Learn the Concepts Presented 
by These Programs. There have been numerous studies of child abuse 
prevention training programs throughout the country that have mea­
sured the information gains of children who receive the training. Most 0.£ 
these studies focused on preschool training and, to a lesser extent, 
elementary school training. The studies generally measured students' 
knowledge of certain prevention concepts before and after receiving 
some sort of education or training. 

Though the findings of the studies are sometimes contradictory, the 
consensus of the literature is that children receiving prevention educa­
tion achieve some gains in information about the concepts presented. For 
example;· a study of GAPTA preschool programs conducted by a research 
team from the University of California at Berkeley's Family Welfare 
Research Group found information gains in the, range of 10 to 30 
percentage points between pre- and post-test, depending on the concept 
taught. The findings of the Berkeley study regarding information gains 
are typical of the other studies we reviewed. The other notable finding of 
most of the studies is that older students learn more than younger ones. 

Researchers disagree on the interpretation of these findings, however. 
Specifically, some believe that the gains are too small to consider the 
program successful, especially in light of research. that suggests that the 
information gains erode significantly over time. Some r.esearchers have 
also suggested that. many students, especially the youngest ones, may be 
able to parrot back the "correct" answers to questions without really 
understanding the concepts behind the questions. On the other hand, 
some researchers have suggested that the gravity of the problem of abuse 
is such that even, small gains justify continuation of these kinds of 
programs. 

Since the ultimate goal of the program is the prevention of abuse, the 
key to resolving· this issue is. whether or not the observed information 
gains actually· produce behavior changes that enable children to avoid 
;lbuse. 

No Reliable Data Exist Regarding the Effect of Prevention Training 
on Children ~ Ability to Prevent Abuse. Unfortunately, there have been 
no reliable studies assessing these programs' effect on children's ability to 
actually prevent abuse. While it would be possible to design a study that 
could accurately assess the effectiveness of prevention training programs 
- for example,. a longitudinal study comparing children ~ho receive the 
training to those who do not --,- no such study has been conducted. Until 
such. ,a study·. is conducted, the basic assumption on which the CAPT A 
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Program is based - that prevention training enables children to protect 
themselves from abuse-- will remain unproven. 

In the absence of reliable studies of children's ability to prevent abuse, 
several researchers and child development specialists have analyzed the 
curriculum of preschool programs to see if it is likely that children would 
be able to apply the concepts that are being taught to .avoid abuse. 

The Need for Preschool Training is Questionable. Researchers and 
child development experts who have reviewed primary prevention 
programs have argued that many of the concepts taught in the preschool 
programs are too sophisticated for the cognitive level of most three-. and 
four-year oids. Based on this concern, the OCAP appointed the Preschool 
Curricula Task Force to review the preschool component of the CAPTA 
Program. After reviewing the literature . and consulting with child 
development experts, the task force concluded that most of the con.cepts 
currently being taught are too sophisticated for the cognitive abilities of 
most preschoolers. For example, the task force concluded that "an 
intuitive capacity to 'trust their feelings' is beyond the developmental 
level of preschool children." 

The task force made numerous recommendations to simplify the 
curriculum to bring it in line with the capacity of most preschoolers. 
Review of· these recommendations indicates that· the recommended 
curriculum would duplicate components of existing preschool education. 
For example, instead of telling a child to· "trust his or her feelings," the 
task force recommended a curriculum that would "focus on helping 
preschoolers to identify, label, and tell about their feelings." Though the 
task force did not review kindergarten programs, some child develop­
ment specialists and researchers. have questioned the ability of kinder-
garten students to comprehend these concepts as well. . 

Options for the Legi$IClture 
Our review of CAPT A indicates that it is, in general, unclear whether 

the knowledge imparted by the program helps children to change their 
behavior and thereby prevent abuse. Moreover, researchers and experts 
disagree over how to interpret the information gains that the program 
has demonstrated. Finally, a large body of evidence, summarized in the 
department's own task force report, indicates that much of the preschool 
curricula is beyond the cognitive ability of preschoolers. 

On the other hand, it is still possible that the knowledge gains achievecl 
by the program may have some effect in helping children in older age 
groups to avoid becoming victims of abuse. Therefore,the Legislature 
may want to consider the following alternatives to the budget's proposal 
to terminate the program. . 

Preschool Options. An alternative to eliminating the preschool com­
ponent would be to refocus the program from direct instruction of 
students to training of parents and teachers, Most researchers and 
practitioners agree that the primary responsibility for protecting children 
from child abuse lies with their parents and, to a lesser extent, their 
teachers. Though much of the curriculum recommended by the task 
force is already part of preschool instruction, there are some concepts, 
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such as the identification of "private parts," about which preschool 
teachers can be trained to educate students . .similarly, parents might 
benefit from instruction on how to detect abuse and how to respond to it. 

While the current program provides for one session (usually about one 
hour) for parents and teachers, researchers and the task force have found 
that these sessions are. usually sparsely attended by parents and often not 
thorough enough to have a meaningful impact. Therefore, any refocus of 
the preschool component should include better outreach and recruit­
ment of parents. 

K-12 Options. Given the dearth of information about K-12 program 
effectiveness, an option to outright elimination would be to significantly 
scale back the program and require the DSS to conduct an evaluation of 
the entire CAPT A Program to assess whether it actually helps children 
protect themselves from abuse. One type of evaluation that several 
researchers . have recommended is a longitudinal study of groups of 
children who received and did not receive CAPT A training. Such a study 
could assess if those who receive the training are better able to prevent 
abuse than those without training. A less ambitious approach would be to 
assign a task force to review the age appropriateness of the curricula, as 
the department's Preschool Task Force did. 

Since the budget contains no funds for this program, both of the 
alternatives above would require a General Fund augmentation to the 
budget. The amount of the augmentation would depend on (1) how 
much of the program the Legislature wishes to restore and (2) the scope 
of any evaluation. 

DEPARTMENT OF SOCIAL SERVICES 
Community Care Licensing 

Item 5180-161 from the General 
Fund and the Federal Trust 
Fund Budget p. HW 187 

Requested 1990-91 ........................................................................... . 
Estimated 1989-90 ....................•...................................................... 
Actual 1988-89 ................................................................................. .. 

Requested de(!rease $779,000 (-5.2 percent) 

$14,225,000 
15,004,000 
14,804,000 
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1990-91 FUNDING BY ITEM AND SOURCE 
Item-Description 
51BO-I61-OO1-Locru. assistance 
51BO-161-890-Local assistance 

Total 
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Fund 
General 
Federal 

Amount 
$8,577,000 
5,648,000 

$14,225,000 

Analysis 
SUMMARY OF MAJOR FINDINGS AND RECOMMENDATIONS page 

1. Community Care Licensing - Family Day Care Licensing. 773 
Withhold recommendation on a proposed General Fund 
reduction of $1.4 million, which reflects a proposed restruc­
turing of the Family Day Care Licensing Program. Recom­
mend that the department, prior to budget hearings, pro-
vide the fiscal committees with specified information on the 
health and safety effects of the proposed reduction. 

GENERAL PROGRAM STATEMENT 
This item contains the General Fund appropriations 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 
The budget proposes two appropriations totaling $14,225,000 

($8,577,000 General Fund and $5,648,000 federal funds) to reimburse 
counties for licensing activities in 1990-91. This is a decrease of $779,000, 
or 5.2 percent, as compared with estimated current-year expenditures. 
The decrease is due to (1) a projected 5.7 percent increase in the foster 
family home caseload ($342,000), (2) a projected 5.9 percent increase in 
family day care caseload ($287,000), and (3) a proposed restructuring of 
the Family Day Care Licensing Program (a $1,408,000 reduction). 

Budget Proposes to Restructure Family Day Care Licensing Program 

We withhold recommendation on the proposed General Fund reduc­
tion of $1,408,()(}()' which reflects a proposal to restructure the Family 
Day Care Licensing Program. We recommend that the department, 
prior to budget hearings, provide the fiscal committees with (I) data 
that indicate the number and relative significance of enforcement 
actions that would not occur as a result of the proposal, {2} data that 
substantiate the department's ability to absorb ongoing workload with 
reduced staff, and {3} the implementing legislation for this proposal. 

The budget proposes to limit the projected growth in family day care 
licensing expenditures by eliminating three of nine major licensing 
activities currently required of family day care evaluators and requiring 
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certain complaints to be made in writing (which would, according to the 
department, reduce the number of unsubstantiated complaints) for a 
General Fund savings of $2,835,000 in 1990-91 ($1,408,000 in this item and 
$1,417,000 in the department support item). We discuss this proposal in 
detail in our analysis of the department support item (please see Item 
5180-001-001) .. 

DEPARTMENT·OF SOCIAL SERVICES 
Cost-of-Living Adjustments 

Item 5180-181 from the Federal 
Trust Fund Budget p. HW 189 

Requested 1990-91 .......................................................................... . 
Recommended Reduction .......................................................... . 

ANALYSIS· AND RECOMMENDATIONS 
We recommend approval. 

$23,133,000 
None 

This item appropriates $23 million to cover the federal share of the 
costs of the cost-of-living adjustments (COLAs) that the Department of 
Social Services (DSS) anticipates that counties will provide to their 
welfare department employees in 1990-91. This amount includes $2.6 
million for the COLA for county employees in the Child Welfare Services 
(CWS) Program and $21 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 
1990-91 COLA for county administration and child welfare services until 
1991-92. The County Administration budget (Item 5180-141-001) includes 
$6.5 million and the CWS budget (Item 5180-151-001) includes $16 million 
for the General Fund share of the costs in 1990-91 of the COLA that 
counties provided their welfare department staff during 1989-90. 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 $253 million ($112 million in AFDC-FG and U 
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grant savings and $141 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) . 
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