	[image: http://www.lao.ca.gov/lao_images/analysis_icons/pandi_logo.jpg]
	Legislative Analyst's Office
The 2003-04 Budget Bill:
Perspectives and Issues



[bookmark: _Toc33239620]=Social Services 
The administration proposes to realign to counties $3.5 billion in state social services program responsibilities. This represents about 44 percent of 2002-03 General Fund spending within the Department of Social Services (DSS). 
Given the large number of social services programs—and program components—proposed for realignment, Figure 5 (see next page) provides a more detailed look at the information summarized in Figure 4. As shown in Figure 5, the social services programs proposed for realignment fall into six categories: (1) children's programs, (2) CalWORKs, (3) Food Stamps administration, (4) In-Home Supportive Services (IHSS), (5) noncitizen benefit programs, and (6) Adult Protective Services (APS). With the exception of CalWORKs, the realignment plan shifts 100 percent of the nonfederal costs of these programs to counties. For CalWORKs, the plan shifts 50 percent of the cost for administration and welfare-to-work services. In general, the administration excludes the major social services automation projects from realignment. 
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	Figure 5 
Programs Meriting Consideration for Realignment
Social Services 

	(In Millions) 

	Programs 
	Fund Shift 
	 Recommendation 

	
	
	Consider 
	Remove 

	Administration Recommendations 
	  
	  
	  

	Children’s Programs—100% 
	  
	  
	  

	Child Welfare Services 
	$596 
	X 
	  

	Foster Care grants 
	460 
	X 
	  

	Adoptions Assistance 
	217 
	X 
	  

	Foster Care administration 
	34 
	X 
	  

	Kin-GAP 
	19 
	X 
	  

	Child abuse prevention, intervention, and
treatment 
	13 
	X 
	  

	CalWORKs 
	  
	  
	  

	50% county share of CalWORKs
employment services 
	$423 
	X 
	  

	50% county share of CalWORKs administration 
	123 
	X 
	  

	Food Stamp Administration—100% 
	$268 
	50% see belowa 
	  

	In-Home Supportive Services (IHSS)—100% 
	$1,171 
	50% see belowa 
	  

	Noncitizen Benefit Programs—100% 
	  
	  
	  

	Cash Assistance Program for immigrants 
	$95 
	  
	X 

	California Food Assistance Program 
	15 
	  
	X 

	Adult Protective Services—100% 
	61 
	X 
	  

	Changes Suggested by LAO  

	IHSS—50% county share of cost 
	$275 
	  
	  

	Adoptions—100% 
	41 
	X 
	  

	Food stamp administration—50% county
share of costs 
	134 
	X 
	  

	25 percent county share of CalWORKs grants 
	750 
	X 
	  

	25 percent county share of automation projects 
	42 
	X 
	  

		Total of Programs Recommended
		For Consideration 
	 $3,316 
	  
	  

	  
	  
	  
	  

	a The LAO recommends realigning 50 percent, rather than 100 percent, of these costs. See the “Changes Suggested by LAO” section of this table for the proposed shift. 

	  


Figure 5 shows the proposed funding shift for each social services program, our views as to whether the program should be considered for realignment, and three additional programs (totaling about $830 million) that we suggest the Legislature consider for realignment. 
[bookmark: _Toc33239621]Realign Full System of Children's Programs 
The administration proposes to realign all children's social services programs, with one exception. Specifically, the plan realigns child welfare services, foster care, and the adoptions assistance program (provides cash benefits), but excludes the adoptions program (provides services). Given the close linkages between the children's social services programs, we recommend that the Legislature incorporate the adoptions program into any decision it makes regarding the other programs. 
In general, we think realigning the full array of children's programs to counties makes sense. Counties would have control and responsibility for the entire interactive system of child welfare and foster care. Specifically, counties would be responsible for deciding when to remove children from their homes (child welfare services), caring for children who are separated from their families (Foster Care), and determining the best long-range plan for foster children (adoption, reunification, emancipation, or permanent placement with a relative under the Kinship Guardian Assistance Program). Giving counties control and responsibility for this full system of care encourages counties to manage each element of the program effectively and efficiently. 
Counties Would Need Increased Program Control As discussed throughout this analysis, in order for realignment to improve program outcomes, counties need sufficient program authority to allow them to administer programs in a way that responds to local needs and conditions. In the case of children's programs, giving counties this authority would require the state to eliminate as many nonfederal requirements as possible, such as the state's requirement for monthly social worker visits (the federal standards is semiannual visits). 
Need to Address Federal Children and Family Services Reviews. California recently failed a federal performance review for children's services and must improve performance through a performance improvement plan, or face a reduction in federal funding. Accordingly, we recommend the realignment plan address how the state and counties would share the cost of the performance improvement plan, and how any loss in future federal funding would be allocated. 
[bookmark: _Toc33239622]CalWORKs: Some Costs Appropriate to Realign 
CalWORKs is a county administered entitlement program for which the state must meet strict federal participation requirements or face significant penalties. In addition, to prevent migration effects, the state has an interest in making sure grant levels are uniform and that recipients have access to necessary services before reaching their five-year time limits. For these reasons, we think that the state should be responsible for most CalWORKS program costs. However, we recognize that county actions do influence this program's long-term costs, and therefore we think there is merit to the administration's proposal to give counties a share of the program's costs for administration and employment services. In addition, we suggest that the Legislature consider giving the counties a share of the grant costs. We discuss these suggestions separately. 
Employment Services and Administration Merit Inclusion in Realignment Plan. In general, we concur with the administration's proposal for a 50 percent county share of costs for administration and employment services. Although counties are responsible for developing welfare-to-work plans and providing the necessary training, child care, and case management services in support of those plans, counties pay no marginal cost for CalWORKs employment services or administrative costs. (Counties pay only a fixed cost based on their expenditures in 1996-97.) Without a marginal share of cost for employment services and administration, counties have limited incentive to control costs for these critical inputs, including the labor cost of county employees administering the CalWORKS program. 
Add a Share of CalWORKs Grants to Realignment. While economic factors beyond a county's control drive the number of families eligible for CalWORKS in any community, local actions also influence the size of a county's CalWORKs caseload. Specifically, counties are responsible for providing welfare-to-work services that enable recipients to make the transition from cash aid to self-sufficiency. Thus, through the delivery of employment services, counties have some control over program exits. Increasing a county's share of grant costs—it is currently 2.5 percent—would give counties greater incentives to successfully move recipients toward self-sufficiency. Given the degree of control counties have over CalWORKs cash assistance costs, we recommend that the Legislature consider a partial share of cost for grants, perhaps in the range of 25 percent to 35 percent. A 25 percent share would be equivalent to about $750 million. 
[bookmark: _Toc33239623]Food Stamps Administration—Sharing Costs Makes Sense 
Currently, counties administer the Food Stamp program, in conformity with federal Food Stamps eligibility rules, but pay no marginal share of costs for this program. The administration proposes to shift to counties 100 percent of the cost of Food Stamps administration. In our view, a shift of 100 percent of the cost of administering this income assistance program would be inappropriate, given the limited county control over these costs. Instead, we recommend the Legislature consider realigning a share of the cost of Food Stamps administration as a reflection of the degree of control counties have over these costs, particularly employee wages. 
To avoid any potential for cost shifting among social services programs, we suggest that the county share for Food Stamps administration match the share of cost for CalWORKs administration and services. (In some counties, the same workers perform the eligibility function for both programs.) The Governor has proposed a 50 percent share for CalWORKs administration. We believe any share of cost for Food Stamp administration—in the range of about 25 percent to 50 percent—would work, so long as this share of costs is consistent with the share of administrative costs for related programs. 
[bookmark: _Toc33239624]Immigrant Programs Are Inappropriate to Realign 
The Cash Assistance Program for Immigrants (CAPI) and California Food Assistance Program (CFAP) provide cash or food coupon benefits to federally ineligible legal immigrants. As shown in Figure 1, the Governor proposes to give counties full discretion in operating these programs, including the option of eliminating these benefits. As these programs are cash (or cash equivalent) programs, the state has an interest in maintaining uniformity in benefit levels. Variation in benefit levels could lead to migration, or potentially a "race to the bottom," whereby one county's reduction in benefits spurs others to reduce benefits in order to avoid becoming a benefit "magnet." Given the state's interest in uniform benefits, we believe that CAPI and CFAP should remain state responsibilities. 
[bookmark: _Toc33239625]In-Home Supportive Services: Partial Realignment Makes Sense 
The IHSS program provides various services to eligible aged blind, and disabled persons who are unable to remain safely in their own homes without such assistance. The IHSS program has two components: the Personal Care Services Program (PCSP), which is federally funded through Medicaid, and the Residual program, which is funded entirely with state and county funds. The nonfederal costs of the program are shared 35 percent county and 65 percent state. 
The federal PCSP is an entitlement program, with eligibility governed by federal rules that generally provide that low-income aged or disabled individuals are eligible for services. However, such individuals are not eligible for PCSP if they choose a responsible relative provider or need supervisory care. Such persons are served in the state-only Residual program, which is also an entitlement pursuant to state law. Federal and state rules govern the types of services provided, but counties make specific determinations concerning the degree of impairment and hours of service provided. Counties also negotiate the rates paid to service providers. The IHSS program has been one of the fastest growing social services programs—since 1998-99 its General Fund costs have more than doubled to over $1 billion. 
Because counties make decisions that significantly affect costs of the IHSS program—assigning hours of service based on their assessment of impairment and negotiating provider payment rates—realigning more program costs to counties has merit. However, we believe a 100 percent program shift to counties does not match counties' level of control over IHSS costs since they do not establish eligibility rules. Accordingly, we believe the Legislature should consider an increased county share, perhaps 50 percent (compared to 35 percent under current law). The Legislature should also consider giving counties more control over IHSS, especially in the Residual program, which is governed by state rather than federal law. 
Interaction With Long-Term Care. The IHSS and long-term care programs are integrally linked. The IHSS program assists people in remaining in their homes; long-term care assists people unable to live independently. Earlier in this piece, we argued that the Governor's realignment plan for long-term care as proposed is unworkable. We offered suggestions for modifying the Governor's proposal to phase in a realignment plan for increased county responsibility for an integrated long-term care system. If long-term care is ultimately realigned to counties, then the Legislature should enact commensurate increases in county responsibilities under IHSS. 
[bookmark: _Toc33239626]Adult Protective Services Makes Sense to Realign 
Created by Chapter 946, Statutes of 1998 (SB 2199, Lockyer), the APS program provides assistance to elderly and dependent adults who are functionally impaired, unable to meet their own needs, and who are victims of abuse, neglect, or exploitation. Like CAPI and CFAP, the Governor proposes that counties have complete flexibility in determining the level of service in this program, including the option of eliminating these services. In recent years, as the Legislature reduced funding for this program, it amended the APS statute to free the counties from certain mandatory activities. The Governor's proposal moves further in this direction by making the program optional. Because we think it is reasonable to allow community standards and priorities to influence the management and funding of this program, we believe it merits legislative consideration for realignment to counties. 
[bookmark: _Toc33239627]Automation Projects: Align State and County Interests 
Currently the state is responsible for developing and maintaining several large welfare automation projects operated by the 58 counties. These systems include the Statewide Automated Welfare System, the Child Welfare Services/Case Management System, and the Case Management Information and Payrolling System. 
Although counties share in the maintenance and operations of such systems, their share of development costs is very small (about 5 percent of nonfederal costs). Counties play a significant role in the development of these systems as the state project managers treat the counties as "clients." Further, counties benefit from these systems because increased automation capacity increases their ability to serve clients while reducing labor costs. 
Under the current system, counties have financial incentives to "ask for more" during the development phase because their development cost share is low, and they will benefit from any increased automation functionality that is developed. Because the state has a large interest in overseeing statewide implementation and federal compliance, we believe that the state should continue to support the majority of automation costs. Nevertheless, increasing the county share of development costs would better align state and county goals in automation development. We suggest raising county costs to about 25 percent. For 2003-04, this would shift approximately $42 million in automation costs to the counties. 
[bookmark: _Toc33239628]Child Care 
[bookmark: _Toc33239629]Program Improvements Possible through Realignment 
California's subsidized child care system is administered primarily through SDE and DSS. The 2002-03 Budget Act allocates about $3.1 billion—$1.7 billion from the General Fund and $1.4 in billion federal funds—for over 15 different child care and development programs. About half of this funding is for programs restricted to current and former CalWORKs recipients. The remaining funding is for programs open to all California residents, based on income eligibility and space availability. 
The administration's realignment plan shifts to counties responsibility for—and significant authority over—most child care programs administered by SDE. In addition to the $8.2 billion in new revenues that would be available to counties for child care and other programs, the proposed budget includes $863 million in federal funds for child care subject to enactment of the realignment proposal. 
Currently, the state's centralized child care system creates significant difficulties for families and local child care providers: 
· Difficult for Families to Access Services. The state's child care programs generally use separate eligibility criteria, require different points of entry, and maintain separate waiting lists. The uncoordinated manner in which these programs are administered impedes families' access to the system.
· Provider Rules Are Unduly Complex. Local child care providers that receive funding under more than one child care program often must negotiate separate contracts for each program and comply with separate rules regarding allowable expenditures, attendance accounting, eligibility, and reimbursement rates.
· Similar Families Treated Differently. The state's child care programs treat families with similar incomes differently, depending on whether they have received assistance through the CalWORKs program. In general, families that previously have been on CalWORKs continue to receive services, while other working poor families are placed on waiting lists.
In view of the above, we believe the administration's proposal to realign child care programs to counties merits legislative consideration. Realignment would give counties the flexibility to use child care funds as part of an integrated strategy to serve the needs of their communities' working poor. Counties could reduce the administrative complexity of the system by setting countywide rules relating to eligibility, family fees, and reimbursement rates. (Please see the "Child Care and Development" section in the "Education" chapter of the Analysis for further discussion regarding the child care realignment proposal.) 
[bookmark: _Toc33239630]Criminal Justice 
The administration's plan proposes changes to only one criminal justice program—trial court security. As shown in Figure 4, we recommend the Legislature reject the administration's trial court proposal, but consider for realignment several programs relating to juvenile and adult corrections. 
[bookmark: _Toc33239631]Court Security Fund Swap Is Not Realignment 
Under the administration's realignment plan, 6.54 percent of the revenues raised by the new sales tax is deposited into the Trial Court Trust Fund for court security purposes. State General Fund support for court security is then reduced by a commensurate amount. Our review indicates that the administration's plan does not realign any governmental duties or improve the delivery of services; it simply moves the costs of a state funded program from the General Fund to a new revenue source. For this reason, we recommend the Legislature exclude this program from the list of programs considered for realignment. While the administration's plan proposes to give courts needed increased flexibility in the management of security costs, the Legislature could provide this increased flexibility through a separate statute. 
[bookmark: _Toc33239632]Realign Adult and Juvenile Offender Programs 
Currently, the state is responsible for the incarceration and treatment of thousands of adult and juvenile offenders who, within a few years or months, will be released from state facilities. Upon their release, most juvenile and adult offenders return to their home communities. Thus, local governments have a significant interest in the future behavior of these individuals. Counties also administer many of the programs these individuals need to reduce their likelihood of recidivism—drug and alcohol treatment programs, mental health services, indigent health, and some employment services. 
We believe that realignment of program and funding responsibility for certain components of the criminal justice system merits consideration by the Legislature because of the program linkages discussed above. In addition, such an approach would provide counties with a strong incentive to intervene early with criminal offenders and develop alternative methods of incarceration and services to minimize an individual's risk of reoffending. The programs we believe worth consideration for realignment are juvenile justice, adult parole, and return-to-custody. 
Juvenile Offenders. Counties currently are responsible for more than 95 percent of all juvenile offender cases, primarily through their probation departments. The state's Department of the Youth Authority provides incarceration, rehabilitation services, and community supervision for juvenile offenders who have committed crimes that are more serious in nature or have repeatedly failed to respond to local juvenile justice programs. Current law requires counties to pay a share of the cost for Youth Authority commitments based on a sliding fee schedule that charges counties a higher fee for less serious offenders and a lower fee for more serious offenders. The county share of cost varies from about 4 percent to 63 percent depending on the classification of the ward being committed to the Youth Authority. Under our proposed realignment, counties would be responsible for treatment of all juvenile offenders at the local level, or for paying the full cost of placing offenders in state facilities. This realignment would clarify the responsibility for juvenile commitments and give counties greater incentives to invest in prevention and treatment programs. 
Adult Parole. Currently, when a state prison inmate completes his or her sentence, he or she is supervised on parole by state staff in the community for up to three years. The community supervision services provided on parole are very similar to the services provided by county probation departments to probationers. Under our proposed realignment, state parole would be abolished and the community supervision function would be consolidated with county probation departments. Counties would determine the type and intensity of community supervision and how to make the best use of funds. For example, a county may decide to place an offender with a violent history in an intensive supervision program, or an offender with a history of substance abuse in a residential treatment program. 
Adult Parole—Return-to-Custody. Currently, parolees who violate the conditions of their parole may have their parole administratively revoked and be returned to state prison for up to one year by the Board of Prison Terms. Such violations usually are for offenses that local law enforcement officials consider minor, such as unauthorized absence from parole supervision. Under our proposed realignment, counties would be responsible for offenders who violated the terms of their supervision. If an offender violated a condition of his or her supervision order (for which he or she is not prosecuted), counties would have the option to place the offender in custody, impose other community-based alternative punishments, or return the offender to state prison for up to one year at county expense. 
Funding the LAO Proposed Realignment. We would propose that the realignment financing plan include $1.6 billion to realign these criminal justice programs to the counties. This reflects the current state costs to administer these programs. Counties would determine how best to make use of these realignment funds. In addition, we recommend dedicating additional discretionary funds of $232 million from the elimination of the COPS and Juvenile Justice grant programs for the development of new community-based programs, and/or the expansion of existing services to meet the needs of these juvenile and adult offenders. 
[bookmark: _Toc33239633]Mandates 
[bookmark: _Toc33239634]Realignment Plan Is Well Suited for Funding Mandates 
The California Constitution requires the state to reimburse schools and other local agencies if it "mandates" a new program or higher level of service. As we have discussed in previous budget analyses, the claiming process associated with mandate reimbursement is slow, burdensome, and fails to give local governments incentives to contain costs. 
Our review indicates that about 13 of the state's ongoing mandates (relating to voting procedures, property tax administration and, and mental health mandates, such as the AB 3632 program for children in special education, discussed above) represent county functions of significant statewide importance and could be consolidated and funded through the realignment plan. Such a realignment of mandate funding would provide counties with ongoing resources and eliminate the paperwork associated with mandate claiming. Before including these mandates in state-county realignment, however, we recommend that the Legislature modify the underlying mandate requirement to increase county flexibility and lower compliance costs. The amount of realignment funding provided to counties should reflect these mandate changes. 
[bookmark: _Toc33239635]Conclusion 
Given the size and diversity of California, we think realigning some programs from state to county control would provide the needed flexibility and fiscal incentives to improve program performance. For this reason, we think realignment merits consideration by the Legislature—regardless of its decisions regarding taxes or education funding. 
Our review indicates that $5.1 billion of programs in the administration's plan and $4 billion of other programs may be good candidates for realignment and merit the Legislature's consideration. 
Given the requirements of the California Constitution and voter-approved measures, enacting realignment will require achieving a broad consensus among many parties. Because realignment plans are difficult to modify over time, we recommend the Legislature take a long term view in enacting any program and funding changes. 
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