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purpose of the consolidation was to ptoduce savings which could partially 
fund the Office of the Secretary for Environmental Quality. In mid-1975, 
the Legislature rejected the Governor's reorganization plan, and it was 
not resubmitted last year. However, a de facto agency has been in partial 
operation in spite of the Legislature's action. 

The positions in the de factor agency office are presently funded in the 
budgets of the Governor's Office and the Air Resources Board. The CAS 
is financed by assessments made on the Water Resources Control Board, 
the .Air Resources Board and the Solid Waste Management Board. The 
expenditures and positions of the CAS show in the budget of the Water 
Resources Control Board as a matter of convenience because they must 
be shown somewhere. The chief of CAS has been supervised by the de 
facto secretary even though there is no legal basis for such supervision. 

We have seen no evidence that the consolidated organization has pto­
duced any savings. In fact, costs for CAS appear to have mounted rapidly 
even after considering workload iricreases. In 1975-76, expenditures were 
approximately $1,445,000. For 1977-78 they are estimated at $2,054,908. We 
note also that some of the functions which CAS originally performed, such 
as budgeting, have been reassumed by its clients. 

For 1977-78, the budget of the Water Resources Control Board contains 
an increase of 7 positions for CAS. Funding for these positions should not 
be approved. The three client agencies of CAS should present their fund­
ing needs for their own administrative systems, and their budgets should 
be adjusted to return responsibility for their administrative services to 
them. 

Health and Welfare Agency 

DEPARTMENT OF AGING 

Item 237 from the General 
Fund Budget p. 572 

Requested 1977-78 ........................................................................ .. 
Estimated 1976-77 .................................. ~ ............................ ; ........... . 
Actual 1975-76 ................................................................................. . 

$1,301,409 
1,288,758 
1,315,120 

Requested increase $12,651 (1.0 percent) 
Total recommended reduction .................................................. .. 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Mariagement Practices. Recommend development of pol­
icy and procedural statements for fiscal and programmatic 
controls with a report to the fiscal committees April 1, 1977. 

2. Reduce Regional Offices. Recommend department phase 
out regional offices in Fresno and Oakland. . 

3. Merger of Nutrition Projects with Area Agencies on Aging. 
Recommend the Legislature require completion of merger 
by time of projects' 1980 renewal cycles. 

None 
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4. Moratorium on Designation of AAA. Recommend mora to- . 458 
rium on designation of new Area Agencies on Aging until 
July 1, 1978. 

GENERAL PROGRAM STATEMENT 

The California Department of Aging is authorized as the single state 
agency to administer. funds which are allocated to the state under the 
federal Older Americans Act of 1965 as amended. The two major programs 
under the act are Title III, providing for coordination of comprehensive 
services to the elderly, and Title VII, providing for nutrition programs for 
the elderly. The department is responsible for planning, coordinating and 
monitoring programs to stimulate the development of a statewide net­
work of comprehensive services which will promote the dignity, health 
and independence of older persons. 

The Governor's Budget identifies five programs that are administered 
through the department; Field Operations, Program Support, Administra­
tion, Director's Office and Commission on Aging. The Commission on 
Aging is semi-independent of the department. The Commission is man­
dated by state law to act in an advisory capacity to the department and 

. various other governmental entities and to serve as the principal advocate 
body in the state on behalf of older persons. 

ANALYSIS AND RECOMMENDATIONS 

The budget proposes a General Fund appropriation of $1,301,409, an 
. increase of $12,651, or 1.0 percent, over the current year. The total budget 

proposal including federal funds is $33,261,539, an increase of $3,917,149, 
or 13.3 percent, over estimated current year expenditures. Approximately 
$2.4 million will be spent for the administration of the department and the 
commission, $9.2 million will be available in cash grants to Area Agencies 
on Aging (AAAs) and direct service agencies to provide for coordinated 
services to seniors and $16.7 million will be a~ailabl~ in cash grants to fund 

Table 1 

Department of Aging 
Estimated Total Expenditures 

1976-n and 19n-78 

Expenditure Items 
Department of Aging administrative costs ................... . 
Commission on Aging administrative costs ................. . 
Cash grants, coordinated services, Title III ................. . 
Cash grants, nutrition projects, Title VII .................... .. 
Special Items 

State reserve for nutrition ........................................... . 
Long-range planning .................................................... .. 
Nursing Homes Ombudsman ...................................... .. 
Title III, model projects .............................................. .. 
Title IV A, training grants ............. c ........... : ................ .. 

Total ........................ ; ............................................................. .. 
General Fund ................................................................... . 
Federal funds ................................................................... . 

Estimated 
!97~77 

$2,209,048 
195,586 

9,213,545 
16,736,582 

141,000 
123,216 
74,449 ' 

123,103 
527,861 

$29,344,390 
$1,288,758 

$28,055,632 

Proposed 
1977-78 
$2,221,933 

202,028 
10,625,333 
19,379,250 

141,000 

41,031 
123,103 
527,861 ----

$33,261,539 
$1,301,409 

$31,960,130 

Percent 
Change 

+0.6% 
+3.3 

+15.3 
+15.8 

],;A 
-66.7 

+13.3% 
+1.0% 

+13.9% 
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nutrition projects throughout the state. Table 1 compares estimated total 
expenditures for fiscal year 197&..77 with the proposed budget for 1977-78. 

PROGRAMS ADMINISTERED UNDER TITLES III AND VII OF 
THE OLDER AMERICANS ACT 

The Department of Aging administers the two major programs (Coor­
dinated Services for Aging and Nutrition Projects) authorized and funded, 
through the Older Americans Act of 1965 as amended. Both programs are 
operated through cOhtractualarrangements with local government juris­
dictions or private nonprofit organizations. The department administers 
and monitors the contracts through regional offices located in Los Ange~ 
les, Oakland and Fresno. 

Coordinated Services for Older Persons-Title III 

Title III of the Older Americans Act provides for coordination of serv-
ices to the elderly (age 60 and over). . 

For administrative purposes the Department of Aging has divided the 
state into 25 Planning and Service Areas (PSAs). Within 15 of those 25 
areas, the department has designated Area Agencies on Aging (AAAs) " 
which range in size from one county to several counties and the City of 
Los Angeles. The 15 AAAs have approximately 90 percent of the state's 
elderly population within their jurisdiction. Each AAA is responsible for 
development of the planning and coordination of services within its area. 

The Coordinated Service program is carried· out through contracts 
negotiated with designated AAAs throughout the state. Each AAA must 
(a) develop an area plan including demographic data about the elderly 
population,available services, service gaps, etc., and (b) fund those serv­
ice projects which best meet the priority needs identified in the area plan. 

A problem exists in that the many services available to older persons 
through a variety of sources are often fragmented and overlapping. Many 
seniors do not know services exist or how to I;lpply for them. The task of 
bringing together these disjunctive services into a statewide service deliv­
ery system is the responsibility of the Department of Aging through the 
AAAs. 

Services to the elderly in the 10 PSAs outside the jurisdiction of the 
designated AAAs are established through grants to direct service agencies 
(DSAs). Services provided through DSAs are primarily of a coordinating 
nature such as information and referral services. 

Nutrition Projects-Title VII 

The objective of the nutrition program is to provide low-cost, nutrition­
ally sound meals to needy senior citizens on a regular basis in attractive 
surroundings. Federal regulations require that each project be located in 
an area serving target groups of eligible persons having the greatest need 
for nutritionlServices. Criteria for selection of target groups include iden­
tification of elderly persons who do not eat adequately because of poverty, 
lack of knowledge, limited mobility or lack of motivation. Each nutrition 
project approved by the department is usually required· to serve, in a 
congregate setting, a minimum of 100 nutritionally balanced meals daily, 
five days or more a week. 
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The projects, which must also provide minimum social services to par­
ticipants, are seen as one alternative to the institutionalization of seniors 
resulting from physical and mental deterioration caused- by inadequate 
nutrition and / or personal isolation. 

Management Practices . 

We recommend that the department (1) _ develop detaile(i policy and 
procedural statements relating to the establishment of effective fiscal 
controls for all Title III and Title VII grants; (2) adopt the federal evalua­
tion forms for monitoring and evaluating Title III and Title VII projects 
and train field staff in their usage; (3) direct field staff to concentrate on 
completing t.be federally required evaluation visits ina timely and mean­
ingful manner; and (4) report progress on the solution t~ these,problems 
to the legislative fiscal committees on or before April 1, 1977. 

The State Department of Finance Program Evaluation Unit prepared 
a report in September 1974, which found that the Office on Aging (now 
the Department of Aging) had failed to establish an effective manage­
ment system in relation to both Title III and Title VII programs. As a 
result, grant applications were not being evaluated objectively, fiscal con­
trols over the grants were inadequate, local programs were not operating 
effectively or efficiently and there were high risks of misappropriation or 
misallocation of funds. . 

In October of 1975, the Joint Legislative Audit Committee reported that 
the same basic problems still existed a year after the Department of Fi­
nance report. The audit committee further pointed out that over $14 
million in federal funds which were potentially available for distribution 
for programs for the seniors had not been distributed due. to the manage­
ment practices of the office. 

In commenting on the report of the Joint Legislative Audit Committee, 
in last year's Analysis of the Budget Bill, we noted that there were a 
number of factors beyond the control of the department which led to the 
unspent federal funds. One major cause for the unspent money was. the 
past federal funding procedure which allowed appropriated funds being 
used for senior programs tQ be available for up to three years. Such fund­
ing will be discontinued effective September 30, 1977. A second major 
factor which led to an excess of unspent federal funds was the start-up 
process of new grantee projects. The start-up process usually leads t() a 
delay in both the a:Ilocation and the expenditure of available funds. Most 
of the projects which are now receiving grants, however, are renewals 
rather than new grants. 

Because these two major contributing factors are now removed, the 
department should be able to design administrative controls that will 
assure timely expenditure of federal funds for seniors. ']the amount of 
unspent federal funds is larger this year than it was a year ago. There were, 
as of October 31,1976, over $16 million in unspent federal funds from the 
fiscal years which ended June 30, of 1974,1975 and 1976. In addition, there 
are $5.4 million from the federal transition quarter ending September 30, 
1976 (July 1 to Sept. 30, 1976), and $28.3 million that must be encumbered 
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during the current fiscal year. The $28.3 million consists of $10.6 million 
for Title III, Coordinated Services, and $17;7 million for Title VII nutrition. 
projects. . 

Table 2 shows the federal funds available to California, encumbered and 
requested by grantees during fiscal years 1973-74 through 1976-77. 

Table 2 

Federal Fund Obligations and Expenditures 
1973-74 through 1976-77 
As of October 31. 1976 

Fiscal Fiscal Fiscal 1976 
Year Year Year TrilIlsition 

Fiscal 
Year 

197~77· 

(October-
1973-74" 1974-75" 197~76· Quarter a September) 

Title III Coordinated Servo 
ices 

Available ............................ $4,780,795 $6,837,118 $8,028,222 $2,720,67 4b $10,625,833° 
Encumbered ...................... 4,743,047 6,815,586 8,027,682 2,720,673 . 
Requested by grantee .. :. 4,251,408 5,790,467 2,125,159 
Unrequested by grantee 491,639d 1,025,119d 5,902,523 2,720,673 

Title VII Nutrition , 
Available ............................ $8,454,413 $10,609,656 $10,773,954 $2,693,488b $17,724,803° 
Encumbered ...................... 8,451,488 10,609,656 9,524,630 
Requested by grantee .... 8,406,655 9,446,469 2,099,909 
Unrequested by grantee 44,833" 1,163,187 7,424,721 

" Federal fiscal year funding; does not necessarily correspond to state fiscal year. 
b Available July'I976. . 
C Available October 1976. Must be obligated by July I, 1977. ' 
d Balance is result of carryover not transferred to current contract due to late closeouts, 
" Unused balance on two contracts which ended 6/30/76. 

We are cpncerned by the large amounts of funds which, although en­
cumbered, have been unrequested by the grantees. The fiscal controls of 
the department are inadequate to assure timely expenditure of funds. 
Once a federal fiscal year is completed the funds obligated cannot be 
reallocated to another local agency. They must either be reallocated to the 
same agency or returned to the federal government. We understand that 
at least $50,000 from fiscal year 1973-74 will be returned to the federal 
government. 

The department is considering the establishment of new fiscal policies 
whi<:~hwill create an incentive for local agencies to expend gr~ntsjnan 
appropriate manner within the fiscal year. We endorse these efforts . 

. However, the department indicates that this may resultin returning sub­
stantial amounts of unspent funds to the federal government. We believe 
the department should be, able to design fiscal controls which will insure 
proper utilization of funding without experiencing the loss of funds which 
are' needed to secure vital services for California's senior citizens~. We are, 
therefore, recommending that such controls be designed and a report be 
presented to the fiscal committees by Aprill, 1977. . 

Management Failure. The department's management of Title III and 
Title VII funds has not improved during the past year. The department 
has failed to establish procedures for timely evaluations of grantees. Al-
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though federal regulations require that each AAA and DSA be evaluated 
once a year and that nutrition projects be evaluated once a quarter, nei­
ther of these requirements is being accomplished. '. . 

State oversight of AAAs is inadequate. Consequently, AAAs are not 
properly identifying priority needs of the elderly. Neither are they 
cataloguing existing resources for the elderly. Resource lists that have 
been developed are not kept up-to-date. Area plans developed by the 
AAAs are not followed up by the department to assure that the services 
being funded are consistent with identified priorities. 

Basic procedures for fiscal review of the grantees have never been 
established and implemented by the department. As a result, no correc­
tive actions are taken even when staff reviews indicate that the grantee 
i~ engaged in activities which are not properly funded through the Older 
Americans Act. Furthermore, when regular fiscal reports submitted by 
nutrition projects clearly show significant cost variations from the norm, 
the department has taken no corrective action. In brief, the department 
has failed to develop the basic management procedures necessary to in­
sure that, fiscally and progammatically, grantees under the Older Ameri­
cans Act are providing viable and coordinated services to California's 
senior citizens. 

The department should immediately adopt adequate procedures for the 
development of both fiscal and program standards. Contracts with Title 
III and Title VII grantees should clearly require conformity to established 
standards. 

Refusal to Implement Evaluation Procedures. After three full years of 
operating as an office and now a department, under the latest amend­
ments to the Older Americans Act, the department has failed to establish 
and implement evaluation standards and procedures for both Title III and 
Title VII. The department indicates that it lacks adequate staffing to 
develop good evaluation procedures. However, the federal Administra­
tion on Aging has developed recommended evaluation procedures for 
both Title III and Title VII programs which could be implemented im­
mediately by the department. The department has consistently refused to 
implement these procedures. It evaluates programs in an unorganized, 
nonuniform manner while waiting to obtain sufficient staff to develop its 
own evaluation procedures. 

Field staff who are visiting both Title III and Title VII projects are often 
not clear as to their role or function. As a result, there is much wasted 
effort on the part of the staff in visiting the projects under their jurisdic­
tion. The staff needs to be more oriented toward effective fiscal and 
management practices and less oriented toward social programs .. We be­
lieve'that this transition could be partially accomplished by immediately 
adopting the federal evaluation procedures, training staff in their usage 
and directing staff to give primary emphasis to the use of this evaluation 
tool in both monitoring the ongoing operations of the projects and in 
making refunding determinations. 

In order to insure that immediate steps are taken by the departmentto 
establish workable fiscal controls and effective evaluation procedures, w~ 
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recommend that a progress report be submitted to the fiscal committees 
on or before April 1, 1977. 

Reduced' Number of Regional Offices 

We recommend that the department begin immediately to phase out 
the regional offices in Fresno and Oakland and that all operations be 
conducted frOll1 the central office in Sacramento and the regional office 
in Los Angeles on or before January 1, 1978. 

Currently, the department administers contracts with Title III and Title 
VII grantees through regional offices located in Los Angeles, Oakland and 
Fresno. Locating regional offices in the proximity of the grantees may 
have the advantage of facilitating technical assistance to grantees. This 
results in a lessening of travel costs and more convenience for the consult­
ants to live closer to their areas of responsibility. However, we believe 
there are several good reasons for centralizing the staff which is now 
located in offices in Oakland and Fresno. ' 

Unification of Procedures. One of the major problems that has con­
fronted the department is the lack of consistent application of basic proce­
dures. Each of the three regional offices tends to operate 
semi-independently of the department. Thus, there tends to be four dis­
tinct sets of operating practices and procedures. The southern California 
area is too large to be served effectively from Sacramento. However, 
policy-making and implementation problems now experienced by the 
department could be significantly alleviated by the elimination of the. 
regional offices in Fresno and Oakland. 

Less Need for Emergent Intervention. The older an organization 
becomes, the less need there is for emergent intervention practices. As the 
AAAs become more established and the nutrition projects more refined 
in their operation, there is less need to have consultants who are immedi­
ately available to these organizations. This lessens the need for regional 
offices located in the central valley and in the bay area. 

Better Utilizah'on of Limited Staff. The centralization of staff would 
allow for more specializing of consultants as either Title III or Title VII 
management consultants. This would help to develop better policies and 
procedures in each program. It is expected that the federal government 
will be requiring more specialization in these two areas. Furthermore, by 
having a cadre of consultants at the central office, the department could 
delegate staff work to some of the consultants, thus better utilizing existing 
stafftb improve management practices. During some of our field visits we . 
were informed by project directors that consultants from the department 
often visit the projects without any discern able purpose. Centralization of 
field staff should contribute to a strengthening of staff roles. 

Mer~er of Nutrition Projects With Area Agencies .on Aging I 

We recommend that the Legislature pass a resolution directing each 
Title VII nutriHon project within areas covered by an Area Agency on 
Aging to be funded through that agency by the beginning of each nutri-
tionproj~ct's 1980 renewal cycle. .' 

The nutrition projects spend appI;oximately 17 percent of their grants 
for social services to project participants. In spite of this significant ex-
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penditure for social services, the projects are fundeddiredly by the de­
partment rather than through the AAAs which have the responsibility of 
coordinating all services to the elderly in their respective areas. This 
practice developed during the early stages of growth of the AAAs at which 
time they were administratively incapable of handling the funding and 
monitoring of the nutrition projects. 

In 1976 the Legislature directed the department to begin phasing in the 
funding of Title VII projects through AAAs. On January 7, 1977, the de­
partment issued a statement declaring its intention to begin such a pro­
gram. The merging of the programs will provide a better integration of 
social service resources in the affected Planning and Service Areas. It 
should also enable the use of more nutrition project funds to buy meals by 
providing the needed social services through other resources in the area. . 

However, some of the area agencies are still not sufficiently developed 
to assume responsibility immediately for funding and evaluating the nutri" 
tion projects, primarily because the department has failed to exercise the 
proper oversight of the AAAs. Thus, funding of the nutrition projects 
through AAAs should be phased in where the AAA now has the expertise 
to administer the funding. New nutrition projects should be funded 
through the AAAs which are capable of handling the responsibility. Since 
nutrition projects have individual budgeting cycles, project renewal dates 
vary. The most orderly merger of the nutrition projects with the AAAs can 
be achieved· by phasing in on a project-by-project basis as renewal dates 
occur. 

In order to insure that the nutrition proje<;ts are merged with the coor­
dinated service programs under the planning and coordinating efforts of 
the AAAs in a timely manner, we are recommending that the Legislature 
set a firm deadline for the transition to be completed. This will provide 
the department time to· assist AAAs to assume the responsibility and to 
work with nutrition projects in making the transition. 

Moratorium on Designation of AAAs 

We recommend that there be an immediate moratorium on the desig­
nation of any further AAAs until July 1, 1978, pending the establishment 
of effective evaluation and fiscal management systems in the Department 
of Aging. 

On December 1, 1976, the Department of Aging released a new policy 
statement regarding Area Agencies on Aging. The new policy sets as a goa~ 
theredesignation of the Planning and Service Areas (PSAs) in the state, 
so that each county within California will constitute a single PSA. This 
action would increase the number of PSAs from the current 25 to a total 
of 59 (all of the 58 counties in the state plus Los Angeles City which already 
is constituted as a separate PSA). . 

The policy further describes a total of four increasingly responsible 
types of area agencies which may be designated. Finally, the policy pre­
sents a plan to allocate among the 59 proposed PSAs, the $10.6 million Title· 
III funding for fiscal year 1976-77. The state allocation formula attempts 
to allow for a funding differential for ,the rural counties in order to im~ 
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prove services to seniors in rural communities. 
The projected policy cannot become official until the department ob­

tains formal approval of the amendment to the fiscal year 1976-17 state 
plan filed with the federal Administration on Aging. Part of the process 
for such an amendment to be approved requires a formal public hearing, 
approval'by the Governor, and final approval by the Commissioner of the 
federal Administration on Aging. 

Inefficient Resource Utilization. One of the major problems we find 
with the policy statement is that it provides for a coordination of services 
to relatively small segments of senior citizens. Originally, there was a 
requirement that a designated AAA must serve an area containing at least 
100,000 senior citizens. There are in the state, 21 counties with less than 
5,000 seniors. We believe that attempting to package a comprehensive 
service delivery system for a relatively small group of people is counter 
to cost"effective planning and would be an inefficient use of limited re­
sources. 

Questionable Assumptions. The policy statement is based Qn two basic 
assumptions which are not necessarily consistent with current experience, 
e.g. (1) the most effective Planning and Service Area is one which coin­
cides with the jurisdictional boundaries of existing county governments, 
and (2) the most effective administrative body to serve as an AAA is a unit 
within county government. Contrary to theJirst assumption, examples in 
local planning experience have shown there is merit to multi-county coor­
dination activities. In contrast to the 'second assumption, several of the 
current AAAs which are units of a single county government have been 
among the most ineffective and inefficient agencies. In some instances, a 
private agency contracting with a single county government or with sev­
eral adjoining county, governments may be the most effective means of 
achieving inter-program coordination. 

Administratively Costly. The new policy creates a system that will be 
costly to administer. To move from 15 existing AAAs to a potential of 59 
AAAs, each haying a director, will consume the limited Title III resources 
allocated to California for planning and coordinating services to the elder­
ly. We concur with the department's desire to improve services to senior 
citizens in rural communities. However, we believe that those needs can 
be' better met through the current practice of funding direct service 
agencies to provide limited services until such time as a plan can be 
developed which is based upon a proper evaluation of the current experi­
ence. Current AAAs provide coverage for over 90 percent of California's 
elderly. This coverage should not be needlessly disrupted in an attempt 
to provide coverage to the remaining 10 percent. 

Inadequate Data. The policy has, in effect, been developed in a data 
vacuum. The department has failed to develop an effective management 
infprmation system on which to base policy changes. We believe thatthe 
department should not designate any new Planning and Servjce Areas or 
new Area Agencies on Aging until the current system is properly managed 
and evaluated. Then policy improvements can be based on the analysis of 
hard data. 

In order to make sure that the planning and service coordination system 
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in California is both efficient and effective, we recommend that no basic 
changes be made in the existing system until July 1, 1978. 

Health and Welfare Agency 

OFFICE OF ALCOHOLISM 

Items 238 and 239 from the 
General Fund . Budget p. 575 

Requested 1977-78 ....................................................... , ................. . 
Estimated 197&-77 ..........................................................•................. 
Actual 1975-76 ...............................•................................................... 

$32,735,995 
29,066,168 
20,962,088 

Requested increase $3,669,827 (12.6 percent) 
Total recommended reduction ................................................... . 

1977-78 FUNDING BY ITEM AND SOURCE 
Item Description 
238 State Operations 
239 Local· Assistance 
Budget Act of 1976, Item 280(g) Research Centers 

Budget Act of 1976, Item 280.1 Public Inebriate 
Project 

Fund 
General 
General 
General 

General 

Pending 

Amount 
$1,578,293 
29,410,652 

700,000 

I,SOO,OOO 

Total Available 
Balance Available in Subsequent Years 

$33,188,945 
-452,950 

Total Expenditures . $32,735,995 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Role of Office of Alcoholism. Recommend the office pro­
vide to the fiscal committees prior to budget hearings a 
definitive statement regarding its perceived role under ex­
isting law. 

2. County Program Expansion. Recommend report to the fis­
cal committees prior to budget hearings regarding im­
plementation of county program augmentation . 

. 3. Public Inebriate Project and Research Centers. Recom­
mend report to the fiscal committees prior to budget hear-. 
ings on status of projects. 

4. State Hospitals. Recommend report to fiscal committees 
prior to budget hearings on decision for continuation of 
Camarillo program and level of hospital services for fiscal 
year 1977-78. 

5. Traffic Safety'Project. Recommend report to Joint Legisla­
tive Budget Committee by November 1, 1977 on office's 
plan for statewide implementation and evaluation of 
project. 

Analysis 
page 

461 

463 
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465 
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6. Prevention Project. Recommend report to the fiscal com- 466 
mittees prior to budget hearings on final project plan and 
evaluation design. 

GENERAL PROGRAM STATEMENT 

Chapter 1128, Statutes of 1975, established the Office of Alcoholism on 
January 1, 1976. The office is responsible for administering the state alco­
holism program and assisting county alcoholism administrators in develop­
ing local programs. Direct alcoholism services are provided by 
county-administered programs. Chapter 1128 states that county programs 
shall include the following services: prevention, information and referral, 
early diagnosis and detection, detoxification, treatment and vocational 
rehabilitation. Not all county programs currently provide each of these 
services. 

Each county receives an allocation from the General Fund and from 
federal alcoholism funds. Participating counties also receive state alloca­
tions for the Medi-Cal alcoholism program, state hospitals program, voca­
tional rehabilitation program, and a federal allocation for a special project 
for alcoholic recipients of federal supplemental security income pay­
ments. Chapter 1128 requires that General Fund allocations be matched 
with county funds on a 90/10 basis. Under Chapter 1128, each county is 
required to prepare and submit a final program budget to the Office of 
Alcoholism by October 1 of each year. At the time of the preparation of 
this analysis, the office had received 50 of the 57 county budgets for fiscal 
year 1976-77. However, because many of these budgets were incomplete 
or inaccurately prepared, the office has approved only 19. 

ANALYSIS AND RECOMMENDATIONS 

The Governor's Budget proposes a General Fund expenditure of $32,-
735,995 for the 1977-78 fiscal year, which is $3,669,827 or 12.6 percent more 
than is estimated to be expended during the current fiscal year. Included 
in this total General Fund expenditure are amounts of $1,578;293 in Item 
238 and $29,410,652 in Item 239 of the Budget Bill as well as $1,747,050 
carried over from the 1976 Budget Act. Total program expenditures, in­
cluding federalfunds, are $38,250,235 which is $4,046,514 or 11.8 percent 
more than the current year. . 

Table 1 summarizes the office's proposed budget and indicates dollar 
and position changes from the current year. The major proposed increases 
are $2 million to expand services provided by county alcoholism programs 
and a 6 percent cost of living. 

Hereafter we make several recommendations that the office provide 
additional information to the fiscal committees prior to budget hearings 
because the office appears to be making very slow progress in implement­

. ing a number of the projects funded in fiscal year 1976-77. As a result, we 
have little information available on which to base a recommendation for 

. continued or expanded appropriations for the budget year. 

Role of the Office of Alcoholism 

We recommend the Office of Alcoholism provide to the fiscal commit­
tees prior to budget hearings a definiUve statement regarding its per-
ceived role under existing law. . 
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Table 1 

Items 238-239 

Budget Comparison of Total Program Expenditures 
1976-77 and 1977-78 

Program 
State Administration and Projects ................. . 
Subvention to Counties' ................................ .. 

Prevention ...................................................... .. 
Identification .................................................. .. 
Treatment ........................................................ ' 
County Administration ................................. . 

Total .................................................................... .. 
Reimbursements ........................................... . 

NetTotal ............................................................. . 
. General Fund ................................................ .. 
Federal Funds .............................................. .. 

Personnel·Years ..... : ........................................... . 

Estimated 
1976-77 
$2,869,549 
31,389,698 
(2,035,578) 
(4,218,021) 

(21,313,345) 
(3,822,754) 

$34,259,247 
-55,526 

$34,203,721 
$29,066,168 
$5,137,553 

67.4 

Proposed 
1977-78 
. $3,740,222 
34,548,263 
(2,292,573) 
(5,086,504) 

(22,559,332) 
(4,609,854) 

$38,288,485 
-38,250 

$38,250,235 
. $32,735,995 

$5,514,240 
69.4 

c;hjll1ge from 1976-77 
Amount Percent 
$+870,673 +30.3% 
+3,158,565 +10.! % 
(+256,995) +12.6 
( +868,483) +35:9 

( + 1,245,987) +5.8 
(+ 787,100) +20.6 

+$4,029,238 
+17,276 

$+4,046,514 
$+3,669,827 

$+376,687 
+2 

+11.8% 
+31.1% 
+11.8% 
+12.6% 
+7.3% 
+3.0% 

• Includes $1 million for county portion of public inebriate demonstration project and $824,586 for ~ounty 
portion of prevention demonstration project. 

In accordance with the provisions of Chapter 1128 our office submitted 
a report to the Legislature on January 10, 1977 which reviewed the admin­
istration of the state alcoholism program. That report stated our opinion 
that the office had not provided effective leadership in its first year, and 
had not adequately performed a number of important administrative 
functions. We concluded that until the office can fulfill its major function 
of providing direct planning, oversight and review with a greater degree 
of effectiveness, it should deemphasize exploring areas for possible pro­
gram expansion. 

In subsequent discussions with the Office of Alcoholism regarding our 
report, the office stated that it had been unable to provide stronger leader­
ship for the state alcoholism program because it lacked the authority to 
establish statewide priorities. This confusion regarding the appropriate 
role for the Office of Alcoholism appears to stem from ambiguities in 
Chapter 1128. For example, Sections 19900 and 19903.5 of the Welfare and 
Institutions Code require the office to oversee the administration of 
county programs, administer the statewide alcoholism program, and de­
velop and implement a comprehensive, uniform plan for alcoholism pro­
grams throughout the state. However, Section 19920 states that is the 
intent of the Legislature to grant responsibility to the county to administer 
an:d manage all county programs and to encourage the county to establish 
its own priorities for alcoholism programs. 

We believe that unless the office has the authority to establish and 
implement statewide priorities for the state alcoholism program, there is 
little need to continue the office at its current funding and staffing level. 
In our report we indicated a need for the office to identify the administra­
tive and program responsibilities of the office and of individual counties 
and to define that relationship by policy statements set forth in the state 
plan. We reiterate this need and recommend that the office provide to the 
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fiscal committees prior to budget hearings a definitive statement regard­
ing its perceived role under existing law. If the office identifies its role as 
an advisory organization rather than a leadership organization, we believe 
the Legislature should consider legislative amendments to increase the 
office's authority or should consider a reduction in the office's administra­
tive budget. 

Expansion of County Programs' 

We recommend the Office of Alcoholism report to the fiscal committees 
prior to the budget hearings on how counties are spending the $4 million 
augmentation made for fiscal year 1976-77. 

The budget proposes an increased General Fund expenditure of $2 
million to expand county services. This would bring the total amount of 
state and federal funds available for county programs to $34,548,263 for the 
budget year. A $6 million augmentation for county programs was ap­
proved by the Legislature for fiscal year 1976-77. However, the Governor 
reduced this amount by $2 million and indicated that the full $6 million 
would be available for fiscal year 1977-78. Budget Act language for fiscal 
year 1976-77 required that augmentation funds be allocated to counties on 
a per capita basis with a minimum established for counties with small 
populations. In addition, the office required counties to use augmentation 
funds to expand service programs. 

At the time of this writing the majority of county budgets for"fiscal year 
1976-77 had not been approved. As a result, the office was {lot able to 
identify how counties were planning to spend the $4 million augmentation 
for fiscal year 1976-77, e.g., to fund program expansions, new programs, 
increased costs, replacement of declining grants and revenues, etc. We 
believe such information should be available for review by the Legislature 
prior to consideration of an additional augmentation. We therefore recom­
mend that the office provide such information to the fiscal committees 
prior to the budget hearings. 

Public Inebriate Demonstration Project and Research Centers 

We recommend the Office of Alcoholism report to the fiscal committees 
prior to the budget hearings on the status of its public inebriate project 
and research centers. 

Last year, the Legislature added $2 million to the office's budget to fund 
a public inebriate demonstration project for fiscal year 1976-77 and $1 
million for the purpose of establishing research centers pursuant to Chap­
ter 925, Statutes of 1975. Budget Act language for the research centers 
stated that the $1 million was appropriated without regard to fiscal year. 

Table 2 summarizes the expenditures for the two projects as proposed 
in the Governor's Budget for fiscal year 1977-78. Section 10.08 of the 
Budget Act of 1976 states that the unencumbered balance of the $2 million 
for the public inebriate project will be available for expenditure until June 
30, 1978. At the time we prepared this analysis, the office had submitted 
contracts for university research centers and contracts with counties for 
the pubIlc inebriate demonstration project to the Department of Finance 
but these had not yet been approved. Therefore, we are unable to identify 
how funds for either project will actually be spent in 1976-77. We are 
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concerned about the office's delay in starting these projects and believe 
approval of funds for fiscal year 1977-78 should be based on a review of 
the office's expenditures in the current year. We therefore recommend 
the office report to the fiscal committees prior to the budget hearings on 
its plans for spending $1 million for research centers and $2 million for a 
public inebriate project during fiscal years 1976-77 through 1977-78. 

Table 2 
Proposed General Fund Expenditures for Research Centers 

and Public .Inebriate Project 
1976-n and 19n-78 

Research centers ......................................................... . 
Public inebriate project. .. ; ......................................... . 

State Hospitals 

Estimated 
197~77 

$300,000 
500,000 

Proposed 
1977-78 

$700,000 
1,047,050 

Balance 
al"ai/able 
in subse-

quentyears 

$452,950 

Total 
$1,000,000 
2,000,000 

We recommend the office report to the fiscal committees prior to the 
budget hearings on (a) its decision regarding the continuation of the 
Camarillo program, and (b) the level of services to be purchased by the 
proposed appropriation for state hospitals and whether that level will 
satisfy existing service needs. 

Last year the office indicated it planned to reduce ippatierit services for 
alcoholics at Camarillo and Metropolitan State Hospitals. The reason for 
this proposed reduction was the high cost of such services compared with 
community-based programs. During budget hearings the Legislature re­
jected the office's plan for an immediate termination of the Metropolitan 
program. Instead, the Legislature directed that the Metropolitan program 
be phased-out on a gradual basis during 1976-77 to assure a smooth transi­
tion to community programs by June 30, 1977. 

At the same time, the Legislature directed the Office of Alcoholism to 
submit a report by January 1, 1977 on (1) a plan regarding the future use 
or replacement of alcoholism programs at the two state hospitals, and (2) 
the monitoring procedures for state hospital patients with primary diagno-

. sis of alcoholism who are not being treated in hospital alcoholism pro­
grams. At the time of this writing, these reports had not been submitted 
to the Legislature. 

In September 1976, the office stated that the Metropolitan phase-out 
was not progressing according to schedule. Instead, counties were using 
their state hospital dollars and patient days at too fast a rate. This problem 
stemmed from (1) lack of careful admissions screening' by the county 
programs and hospitals, (2) failure by the office to monitor patierit~day 
utilization until the end of the first quarter of the fiscal year, and (3) 
increases in patient-day cost which were due in part to over-utilization of 
more expensive hospital treatment services. The office has taken steps to 
reduce the monthly utilization of patient days. Nevertheless, funds budg­
eted for hospital services for fiscal year 1976-77 will probably be insuffi-

r 

/ 
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cient and additional funds may need to be redirected from other pro­
grams. 

The budget for fiscal year 1977-78 proposes a General Fund expenditure 
of $1,903,900 for state hospitals. Of that amount, $1,231,570 is to continue 
the program at Camarillo and $672,330 is to develop additional community 
facilities to replace the Metropolitan program. The budget also states that 
the office will continue planning to phase-out the remaining alcoholism 
program at Camarillo. The Legislature has already reque$ted the office to 
report on such plans and has given it almost a year to do so. We therefore 
recommend the office report to the fiscal committees during budget hear­
ings on its decision for continuing the Camarillo program. In addition, in 
order to avoid a possible deficit during the budget year, we recommend 
the office work with the Department of Health and report to the fiscal 
committees prior to the budget hearings on the level of hospital services 
to be purchased by the proposed appropriation. 

Alcohol Traffic Safety Project 

We recommend the office submit to the Joint Legislative Budget Com­
mittee by November 1, 1977 the following information regarding.a state­
wide program fortreatment of drunk-driving offenders: (a) its plan for 
statewide implementation including ongoing costs of administering the 
program, and (b) itsevaiuation of the four-county demonstration project. 

Chapter 1133, Statutes of 1975, established a four-county demonstration 
project which permits drunk-driving offenders convicted for the first or 
subsequent offense to retain their driver's licenses if they participate in a 
treatment program for problem drinking for at least one year. The project 
began January 1, 1976 and is scheduled for statewide implementation by 
January 1, 1978; 

Chapter 1133 also appropriated $30,000 to the office for the period from 
January 1, 1976 throaghJune 30,1977 for project staff. The cost ofindivid­
ual county programs will be funded by user fees. However, officeadminis­
trative costs have far exceeded the $30,000 appropriation. In fiscal year 
1976-77, the office estimates it will spend an additional $50,000 for the 
project. The Governor's Budget proposes an expenditure of$120~776, all 
funds, for the following purposes (1) $35,526 for salary and staff benefits 
and operating expenses to continue 1.5 positions to monitor the program, 
and (2) $85,250 for consultant expenses to assist in evaluating the project 
and certifying approximately 150 drunk-driving programs. The budget 
states that $38,250 will be reimbursed from certification fees for a net 
General Fund expense of $82,526. .. 

Both the Office of Alcoholism and the Department of Motor Vehicles 
are currently designing evaluations of the four-county demonstrlltion 
project. The office is also developing a plan for expanding the program to 
all counties. We believe such information should be available for revIew 
by the Legislature prior to statewide impiementation. We therefore rec­
ommend the of ace submit an implementation plan and its evaluation of 
the demonstratiori project to the Joint Legislative Budget Committee by 
November 1, 1977. Because of the program's escalating cost, we, further 
recommend that such a plan include an estimate of annual ongoing cost 
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to the General Fund for program administration. 

Alcohol Prevention Demonstration Project 

. Items 23~239 

We recommend the Office of Alcoholism submit to the fiscal commit­
tees prior to budget hearings a final plan for an alcohol prevention project 
and an evaluation design which includes identification of estimated 
project impact, time schedule of evaluation activities, description of 
evaluation measures and a component for evaluating the impact of school 
alcohol education efforts. 

Last year $813,845 was appropriated from the General Fund to begin an 
alcohol prevention demonstration project. The stated goal of the project 
is "to prevent individuals from developing drinking behavior that is detri­
mental to their health, or causes family, social or economic problems, or 
creates a financial burden upon the government." Three communities will 
be selected for the following purposes: (1) target of a media broadcast 
effort only, (b) target of a combined media, neighborhood and school 
contact effort, and (c) control group. The office estimates the project will 
run for a minimum of three years and indicates it is currently developing 
one-year contracts with demonstration counties, a media consultant and 
an evaluation consultant. 

The Governor's Budget proposes a General Fund expenditure of $854,-
837 to continue the project during fiscal year 1977-78. The budget also 
states that funds currently administered by the Department of Education 
through an interagency agreement with the Office of Alcoholism will be 
redirected to concentrate on school education aspects of prevention. 

The Legislature has directed our office to report on the office's plans for 
evaluation of the project in the 1977-78 Budget Analysis. At the time of 
this writing, demonstration counties had not been selected and the evalua­
tion design had not been finalized. As a result, our analysis is based on a 
review of the office's evaluation request for proposal and a proposal by the 
selected evaluation consultant. 

Before a final evaluation design can be prepared, we believe the office 
should develop a project plan which identifies a schedule for project 
implementation and completion and an estimate of the total cost of the 
project. We also believe the office's preliminary evaluation plan should 
include the following important elements: 

1. An identification of the projected level of change in information, 
attitudes, behavior and alcohol-related problems which the project is ex­
pected to achieve. Until this is done, the office will have no basis on which 
to assess the success or failure of the project. 

2. A time schedule of evaluation activities including collection and anal­
ysis of'data, and preparation of preliminary and final reports. Periodic 
progress reports should be scheduled to assure that the Legislature is kept 
apprised of the progress of the project. . 

3. A description of indicators to be used in measuring changes in the 
target communities and a discussion of the appropriateness and reliability 
of such indicators. 

4. A component for measuring the effectiveness of school alcoholedu-
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cation efforts in changing drinking attitudes and behavior of students in 
project counties. During fiscal year 1974-75 through 1976-77, the office 
will have spent approximately $272,000 from the General Fund to contract 
with the Department of Education to provide alcohol education services 
to school districts. Yet neith~r the office nor the Department of Education 
has evaluated the impact of such programs. 

We recommend the office submit to the fiscal committees prior to the 
budget hearings a final plan and evaluation design for the prevention 
project which includes these components. 

Future of the Office of Alcoholism 

Chapter 1128, Statutes of 1975, states that it is the intent of the Legisla­
ture that the state alcoholism program be part of a comprehensive state 
health program. We do not believe the state alcoholism program should 
continue indefinitely in a separate Office of Alcoholism with separate 
funding allocations, program review and certification procedures, eligibil­
ity determinations, fee schedules, and budgeting and reporting require­
ments. Such a situation will merely perpetuate fragmentation of state 
health services. The state alcoholism program should be transferred to the 
Department of Health as soon as that department can assume these addi­
tional responsibilities. 

Health and Welfare Agency 

SPECIAL ASSISTANCE FOR CHILDREN'S PROGRAMS 

Item 240 from the General 
Fund Budget p. 578 

R~quested ·1977-78 .. : ......................................... : ............................. .. 
Estimated 1976-77 ........................................................................... . 
Actual 1975-76 .............. , ....................................................... ; .......... . 

Requested increase $3,269,280 
Total recommended reduction .................................................. .. 

ANALYSIS. AND RECOMMENDATIONS 

We recommend approval. 

$4,757,280 
1,488,000 

None 

The Governor's Budget proposes a General Fund appropriation 'of $4,-
757,280 for the 1977-78 fiscal year which is $3,269,280 more than the Gen­
eral.Fund expenditures for the current fiscal year. 

Last year the Budget Act appropriated $4,488,000 from the General 
FUIJ.dJor child care services (excluding funds in the Department of Edu­
cation's budget). However, the availability of additional federal social 
service funds for child care from PL 94-601 (HR 12455) released $3 million 
of the $4,4,88,000 appropriation for other purposes. This $3 million was 
transferred to the Department of Education's child development program 
to be expended as follows: (1) $1 million for fiscal year 1976-77 (byexecu­
tive order), and (2) $2 million for fiscal year 1977-78 (under the provisions 
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of Section 10.30 of the Budget Bill). The total program expenditure for 
child care services estimated to be expended during fiscal year 1976-77 
remained at $4,488,000. 

The Budget Bill proposes that funds available for child care programs 
for fiscal year 1977-78 be allocated by the Department of Finance. These 
funds will be discussed separa.tely under Item 292 for Child Care pro­
grams. -

DEPARTMENT OF HEALTH 
General Summary 

Pursuant to the Governor's Reorganization Plan No.1 of 1970, and 
subsequent legislation (Chapter 1593, Statutes of 1971, and Chapter 1002, 
Statutes of 1973) the Department of Health was created on July 1, 1973, 
by combining the former Departments of Mental Hygiene, Public Health, 
and Health Care Services, together with various functions of the Depart­
ments of Rehabilitation and Social Welfare. 

In its present configuration, the Department of Health administers 19 
programs or specially budgeted items which are shown in Table 1 with 
their estimated total funding for the 1976-77 and 1977-78 fiscal years. 

Table 1 

Programs and Special Items Administered by 
the Department of Health 

I. Preventive Medical Services Program ................... . 
II. Environmental Health Services Program ............ .. 

III. Occupational Health Program ................................. .. 
IV. Maternal and Chiid Health Program .................... .. 
V. Child Health and Disability Prevention Program 

VI. Health Planning Program ........................................ .. 
VII. Mental Disabilities Program .................................... .. 

VIII. Developmental Disabilities Program .................... .. 
IX. Social Services Program .......................... ; .................. . 
X. Substarice Abuse Program ........................................ .. 

XI. Medical Assistance Program -.................................... .. 
XII. Alternative Health Systems Program .................... .. 

XIII. Licensing and Certification Program .................... .. 
XIV. Disability Evaluation Program ................................ .. 
XV. Administration: 

Distributed ............................................................... . 
Undistributed ........................................................... . 

XVI. Legislative Mandates ................................................ .. 
XVII. Special Projects ............................. , ............................ .. 

XVIII. Provider Rate Increases ............................................ .. 
XIX. Hospital Cost Contiunment Lawsuit .................... .. 

Intradepartmental transfers .................................... .. 

Totals, Programs .................................................... .. 

1976-77 
$27 ,289,088 
14,602,513 
4,323,351 

63,479,393 
9,267,588 
2,305,738 

343,135,246 
262,089,611 
374,467,167 
26,642,250 

2,479,811,182 
81,241,046 
24,970,562 
36,339,132 

(31,659,529) 
1,895,886 

546,498 
40,158,116 

35,299,835 

$3,827 ,864,202 

1977-78 
$29,018,785 
14,774,217 
4,404,443 

65,399,010 
14,185,742 
2,583,102 

376,446,374 
292,899,818 
378,588,347 
-28,862,113 

2,735,678,162 
89,636,880 
22,735,500 
37,947,779 . 

(34,187,876) 
2,621,306 
. 579,288 

4'7,301,739 
90,577,949 
88,750,000 
28,893,517 

$4,351,884,071 

The Governor's Budget proposes the direct appropriation and exp~ndi­
tures of $2,171,802,090 from various state funds to support the Department 
of Health in the 1977-78 fiscal year. Federal, county and other funds in the 
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amount 'of $2,180,081,981 are also proposed to he expended by the depart­
ment for a total expenditure in 1977-78 of $4,531,884,071. 

Table 2 lists the Budget Bill items which support the department to­
gether with the Analysis page on which they are discussed. 

Table 2 
Department of Health Budget Items 

Item Amuysis 
No. Page Descn"ption 

241 000 Departmental Support ............................... . 
242 000 Departmental Support ............................... . 
243 000 Departmental Support ............................... . 

244 000 Mentally III·Judicially Committed ........... . 
245 000 Local Mental Health Services ................... . 
246 000 Drug Abuse Programs ............................... . 
247 000 Developmental Disabilities Program ..... . 
248 000 Medi-Cal-Medical Care and Assistance 
249 000 Medi-Cal-Fiscal Intermediary ............... . 
250 000 Medi-Cal-County Administration ......... . 
251 000 Medi-Cal-Hospital Lawsuit ..................... . 
252 000 Special Social Services ............................... . 
253 000 Rate Increases ............................................... . 
254 000 Local Health Services ................................. . 
255 000 Crippled Children's Services .................. .. 
256 000 Legislative Mandates .................................. .. 

Subtotal .......................................................... .. 
Other State Funds ...................................... .. 

Amount 
$64,635,102 

293,772 
232,371 

28,503,106 
332,978,655 

11,528,872 
275,591,053 

1,088.922,400 
24,399,100 
90,989,800 
56,800,000 
73,856,012 
52,611,649 
33,586,442 " 
23,588,220 

579,288 

$2,159,095,842 
12,706,248 

Total State Expenditures ........................ $2,171,802,090 

Department of Health 

DEPARTMENTAL SUPPORT 

Item 241 from the General 
Fund 

Fund 
General 
State Transportation 
California Health 
Facilities Commission 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General" 

Various 
Various 

Budget p. 581 

Requested 1977-78 .............................................................. ; .......... . $65,488,915 
.51,532,992 
42,684,730 . 

Estimated 1976-77 ........................................................................... . 
Actual 1975-76 ................................................................................. . 

Requested increase $13,955,923 (27.1 percent) 
Total recommended reduction ................................................... . 

1977-78. FUNDING BY ITEM AND SOURCE 
Item 

241 

Description 
. Departmental·Support 

Available from other appropriations 

Fund 

General 

$528,129 

Amount 

$64,635,102 
853,813 

$65,488,915 
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SUMMARY OF MAJOR ISSUES AND RECOMM.ENDATIONS 

1. Position Overbudgeting. Recommend Department ofFi" 
nance recalculate cost of all proposed new positions and 
present revised estimates to fiscal committees prior to 
budget hearings. . 

2. Positions for Planning and Review. Withhold recommen­
dation on $347,915 for 13 positions for planning and pro-
gram review. . . 

3. Fiscal Auditor Positions. Recommend department report 
to fiscal committees prior to budget hearings on how audit 
plan will deal with problems of internal financial opera­
tions and plan for coordinating with health auditing re­
sponsibilities of other departments. 

4. Civil Rights Office. Reduce by $59,007. Recommend re­
duction of$59,007 for two positions for Civil Rights Office. 

5. Council on Food and Nutrition. Reduce by $37,328. Rec­
ommend deletion of one nutritionist position for Council 
on Food and Nutrition. '. 

6. Occupational Health. 
(a) Recommend Department of Health report to fiscal 

committees by April 1, 1977 on implementation of 
Chapter 1067, Statutes of 1976. 

(b) Recommend Budget Bill language requiring that 25 
percent of health inspection staff time be devoted to 
self-initiated inspections. 

(c) Recommend Department of Health report to fiscal 
committees by April 1, 1977 on implementation, effec­
tiveness, and projected future effectiveness of self-ini­
tiated inspections. 

(d) Recommend supplemental report language requiring 
that Division.of Industrial Safety and Department of 
Health establish procedure for screening requests for 
health inspections and eliminating least important 
ones. 

7. Lead Poisoning Project. Withhold recommendation on 
$677,669 for first year costs of two-year research project on 
lead in blood. 

8. Department of Health Administrative Procedures. Rec­
ommend implementation of administrative reform meas­
ures which will correct outlined problems. 

9. Prospective Rate Setting Project. Withhold recommen­
dation on proposed project pending legislative review of 
rate-setting proposals submitted by Department of Health 
and California Health Facilities Commission. .-

-lO. Child Health Disability Prevention Program (discussed in 
our analysis of Item 254) .. Reduce by $322,000. Recom­
mend Item 241 be reduced by $322,000 and that federal 

Analysis 
page 

471 

472 

473 

474 

474 

476 

477 

479 

480 
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funds be reduced by $378,006 by deleting 25.6 of 38.6 
proposed new positions. 

11. Internal Security Unit (discussed in our analysis, Item 248, 480 
of Medi-Cal program). Reduce by $70,020. Recommend 
deletion of 3.5 positions in Internal Security Unit for 
budget year savings of $93,361 ($70,020 General Fund). 

12. Fiscal Intermediary Section (discussed in our analysis, 480 
Item 249, of Medi~Cal program). Reduce by $39, 774. Rec­
ommend deletion of three positions for current year sav-
ings of $48,115 ($25,982 General Fund) and budget year 
savings of $72,731 ($39,714 General Fund). 

ANALYSIS AND RECOMMENDATIONS 

Support for the administrative functions of the Department of Health 
is provided by funds appropriated in Item 241 of the Budget Bill. In 
following the program budget format, the majority of the dollars expend­
ed through this item are distributed to other programs. We have discussed 
these funds under the items that provide the major support for each 
program. With the exception of the specific recommended reductions 
made in Item 241, we withhold further recommendations on the item 
pending legislative actions taken on Items 242 through 255 since they will 
have an effect on administrative support. 

The Governor's Budget proposes a General Fund appropriation of $65,-
488,915 to support the administration functions of the Department of 
Health which is an increase of $13,955,923, or 27.1 percent, above estimat­
ed current year expenditures. Included in this total General Fund expend­
iture are $64,635,102 in Item 241 of the Budget Bill as well as $853,813 from 
other legislative appropriations. The major reason for the increase in this 

. item is the transfe:rto the support item of funds for state positions pres­
ently blJdgeted in local assistance items. The total amount transferred in 
the budget year is $7,031,122. 

Because the funds appropriated by this item are prorated to programs 
supported by other items in· the Budget Bill, any changes made in such 
programs will be reflected as an adjustment to this item. The discussion 
and recommendations which follow pertain to programs receiving their 
major support from this item. . 

Position Overbudgeting 

We recommend that the Department of Finance recalculate the cost of 
all proposed new positions in Item 241 in accordance with the provisions 
of the State Administrative Manual and present revised estimates to the 
fiscal committees prior to budget hearings in order to make appropriate 
General Fund reductions in. that item. 

Item 241 of the Budget Bill proposes to establish a ntimberof new 
positions in the budget year or to continue positions which were adminis­
tratively established in the current year. According to the Department of 
Health staff, m:my of these positions are budgeted at mid-range salary 
levels. We. have calculated the budgeted amounts for several of these 
positions and have found this to be true. However, State Administrative 
Mar.ual Section 6112 (c) (3) requires proposed new positions to be buclget-
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ed at the minimum of the salary range. As a result, we believe the depart­
ment's current procedures result in overbudgeting; We therefore recom­
mend that the Department of Finance recalculate the cost of all new 
positions in accordance with proper statewide budgeting practices and 
present these revised estimates to the fiscal committees prior to budget 
hearings. We believe substantial General Fund savings would result. 

Director's Office 

Positions for Planning and Program Review 

We withhold recommendahon on $347,915 for 13 positions for planning 
and program review. 

In fiscal· year 1975-76, the Legislature approved 15 positions requested 
by the department to establish an Internal Audit Unit but limited these 
positions to a two-year period ending June 30, 1977. The purpose of the 
unit was to provide an independent appraisal unit reporting to the direc­
tor's office whose function would include program evaluation, manage­
ment audits, and the coordination of evaluations and reviews performed 
by external agencies. 

The Governor's Budget proposes a General Fund appropriation of $392,-
726 to continue these positions. Approximately 60 percent of this amount 
will be reimbursed by federal funds for the cost of administering the state 
health program. The budget indicates that five of these positions will be 
located in the department's Office of Program Review, five positions will 
be located in the Planning and Evaluation Unit and two allditor positions 
will be located in the Budget Office. 

The department has recently developed a proposal to incorporate all 
but the two auditor positions in a new Office of Planning and Program 
Analysis. This proposed office would also include positions currentlylocat­
ed in the department's Administrative Services Division. Although we 
understand the new office has been functionally implemented, at the time 
of this writing the proposal has not been finalized by the department, 
approved by the Department of Finance, or reflected in the Governor's 
Budget. We withhold recommendation on $347,915 for the 13 positions 
until the department has identified the following: (a) how these positions 
will be used in a reorganized unit and (b) the new unit's responsibilities 
in organizing and coordinating the planning and evaluation functions 
currently performed by existing programs within the Department of 
Health. 

Fiscal Auditor Positions 

We recommend that the department report to the fiscal committees 
prior to budget hearings on how the department's audit pltm will deal with 
identified problems of internal financial operations and the department's 
plans for coordinahng its internal audits with the health auditingrespon­
sibilities of other departments. 

The budget proposes a General Fund appropriation of $130,042· for five 
positions for the department's Budget Office. This amount is proposed to 
be expended as follows: (a) $85,231 for three new positions, and (b) $44,-
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811 for two positions which were orig~Iially assigned to the department's 
Internal Audit Unit and which the budget proposes to continue in the 
Budget Office. Approximately 60 percent of t9is amount will be reim­
bursed by federal funds for the cost of administering the state health 
program. 

The purpose of these five positions is to provide a management and 
fiscal auditing capability for the department's internal operations inClud­
ing state hospitals. The department's 1977-78 audit plan indicates approxi­
mately 20 audit priorities. The Department of Benefit Payments is 
currently authorized 129 positions to conduct health audits. These audits 
are limited to service providers in Medi-Cal, Short-Doyle, and other health 
programs which are funded through the Department of Health. In addi­
tion, the Department of Finance also conducts some audits of Department 
of Health programs. 

We believe no additional auditor positions should be established in the 
Department of Health until the department has identified major fiscal 
problems and how the current audit plan relates to them. We also believe 
that the department should coordinate any internal audit activities with 
the auditing activities of the Departments of Finance and Benefit Pay­
ments. We therefore recommend that the department report to the fiscal 
committees prior to budget hearings on how the department's audit plan 
will deal with identified problems of internal financial operations and the 
department's plan for coordinating its audits with the health auditing 
responsibilities of other state departments. 

Civil Rights Office 

We recommend a reduction of $59,007 for two positions for the Civil . 
Rights . Office. 

the budget proposes a General Fund appropriation of $59,007 to contin­
ue a staff services management I position administratively established in 
the current year and to establish a new drug abuse ,consultant position. 
Funds for these positions are to be redirected from salary savings of other 
programs in the department. These positions would coordinate depart­
mental·affirmative action programs for the disabled and for rehabilitated 
ex-offenders and drug addicts. This proposed expansion would increase 
fheCivil Rights Office's budget to $494,687 for the budget year and would 
increase the office's staff to 17 positions. This is comparable to the staff 
leveIof some of our medium-size state health programs. In addition to the 
dffice'sstaff, each major administrative unit of the department' and each. 
state hospital has a full-time affirmative action coordinator responsible for 
implementing the Affirmative Action Plan in their organization, There 
are currently 18 such coordinators. . 

. 'We believe that the current staffing of the department's Civil Rights 
Om.ce is sufficient to satisfy the department's affirmative action needs. If 
the department wishes to establish additional affirmative action priorities, 
we believe they should be accomplished within existing staff and funding 
levels. We therefore recommend that these two positions be deleted for 
a salary and staff benefits savings of $59,007. 
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Preventive Medical Services Program 

Council on Food and Nutrition 

Item 241 

We recommend a reduction of $37,328 for one nutritionist position for 
the Council on Food and Nutrition. 

Chapter 355, Statutes of 1976, created an Interdepartmental Council on 
Food and Nutrition in the Department of Health. This council is com­
prised of representatives of several state agencies which currently have 
responsibilities relating to food and nutrition. The council is required to 
determine the annual state and federal expenditures on food and nutrition 
programs in California and their effectiveness and develop a plan and 
recommendations. This plan is to be submitted to the Governor and Legis­
lature by January 1, 1979. 

The budget proposes the addition of one nutritionist position for the 
Chronic Disease Section to provide staff support for the council. Chapter 
355 states that "the council may request any state department to lend 
personnel to assistit in carrying out its duties . . ." In addition; the De­
partment of Health analysis of proposed legislation to establish the council . 
estimated there would be no added cost. As a result, we believe that any 
staff support for the council should come from the participating depart­
ments. We therefore recommend deletion of the nutritionist position for 
a salary and staff benefits savings of $37,328. 

Occupational Health Program 

The budget proposes an expenditure of $4,404,443 in the 1977-78 fiscal 
year for the occupational health program of the department. This amount 
is $81,092, or 1.9 percent, more than is estimated to be expended during 
the current fiscal year. All the funds supporting this program are shown 
as reimbursements from the Department of Industrial Relations, which 
has the major responsibility for administering the California Occupational 
Safety and Health program (Cal/OSHA). 

Cal/OSHA 

The. health component of California's Occupational Safety and Health 
program (CaI/OSHA) is administered by the Department of Health and 
funded through an interagency agreement with the Division of Industrial 
Safety in the Department of Industrial Relations. The interagency agree­
ment authorizes expendItures of up to $3,364,616 in the current year. 
Funds are 50 percent state and 50 percent federal. There is also a contract 
for $925,000 for administration of Chapter 1067, Statutes of 1976, the.Occu-
pational Carcinogens Control Act of 1976. . 

Within the Department of Health, the Occupational Health Branch 
inspects workplaces, develops standards, trains Division of Industrial 
Safety inspectors to recognize health hazards, and provides information 
and consultation services to employers and employees. The Air and Indus­
trial Hygiene and Southern California Laboratories conduct chemical 
analyses in support of Occupational Health Branch inspections. . 
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The Occupational Carcinogens Control Act of 1976 

We recommend that the Department of Health report to the fiscal 
committees by April 1, 1977 on the implementation of Chapter 1067, 
Statutes of 1976. . 

A new program was added in the current year to the health component 
of Cal/OSHA by Chapter 1067, Statutes of 1976, (SB 1678) "The Occupa­
tional Carcinogens Control Act of 1976." This act requires (1) employers 
to report potentially hazardous uses of carcinogens (cancer causing sub­
stances), (2) the Department of Health to establish priorities for inspec­
tions and inspect workplaces where carcinogens are llsed, and to provide 
consultation services to employers and employees, (3) inspected employ­
ers- to pay fees, and (4) the Department of Health to notify users of 
carcinogens of· the requirements of this act. Through an interagency 
agreement with the Division of Industrial Safety, the Department of 
Health will receive $1,350,000 during the 1977-78 fiscal year for 46 posi­
tions. The program will probably qualify for federal funding. 

We recommend that the Department of Health report to the fiscal 
committees by April 1, 1977 on the implementation of this new program. 
We are particularly concerned with the timely hiring of new staff, the 
initial use of the new staff, the timely application for federal funds, and the 
fee schedule that is to be established for inspected employers. 

Program Reforms 

We recommend Budget Bill language requiring that 25 percent of 
health inspection staff time be devoted to self-initiated inspections. 

We recommend that the Department of Health report to the fiscal 
committees by April 1, 1977 on the implementation, effectiveness, and 
projected future effectiveness of staff redirections and self-initiated in­
spections. 

As a result of legislative and Department of Health actions, there are a 
number of reforms being made in the health component of Cal/OSHA 
which should significantly increase program effectiveness. The two most 
important have to do with staff redirections and self-initiated inspections. 

Staff Redirections 

During budget hearings on the Budget Act of.l976, the Department of 
Health announced that the number of health inspectors in the Occupa­
tional Health Branch was being increa.sed from 27 to 46 positions, an 
increase of 19. This was to be accomplished by redirecting two positions 
from the State Fire Marshal, six positions from the Division of Industrial 
Safety, seven positions from other units in the Occupational Health 
Branch, and four chemist positions from the Cal! OSHA laboratories. The 
redirection of the chemist positions was done to correct an overstaffing 
problem in the laboratories. As of the preparation of this analysis, not all 
of the intended redirections had taken place. 

Self-Initiated Inspections 

Budget language in the Budget Act of 1976 requires that 25 percent of 
health inspection staff time be devoted to self-initiated inspections. This 
means that health personnel will be using their expertise and information 
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systems to identify workplaces where the most serious health hazards are 
to be found and then allocate 25 percent of their inspection staff time to 
inspecting these workplaces. This kind of priority setting is essential if the 
health inspection program is to be effective, and we recommend that the 
1971 Budget Bill continue the language requiring self-initiated inspec­
tions. As of the writing of this report, only about 10 percent of staff time 
was being spent on self-initiated inspections. 

We also recommend that the Department of Health report to the fiscal 
committees by April 1, 1977 on the implementation, effectiveness, and 
projected future effectiveness of both staff redirections and self-ini~iated 
inspections. 

Division of Industrial Safety Requests for Inspections 

We recommend that adoption of supplemental report language requir­
ing the Division of Industrial Safety and the Department of Health to 
establish a procedure for screening requests for health inspections and to 
eliminate· the least important ones. 

While 25 percent of inspection staff time is to be dedicated to self­
initiated inspections, 75 percent will be dedicated to responding to re­
quests for inspections made by the Division of Industrial Safety. These 
requests are made as a result of worker complaints and conditions identi­
fied by safety inspectors during safety inspections. In many instances the 
health hazards to be investigated as a result of these requests are not 
serious enough to justify the expenditure of the time and funds involved 
in a health inspection. We therefore recommend that a mechanism for 
screening requests and eliminating the least important requests be estab­
lished. 

Maternal and Child Health Program 

Lead POisoning Project 

We withhold recommendation on $677,669 for first year costs of a two-
year research project on lead in blood. ( 

The budget proposes $677,669 from the General Fund to establish 15 
positions in the department's Health Protection Divi~ion. The budget 
states these positions will be used for the first year of a: two-year research. 
project to determine sources and effects of lead in blood. The department 
proposes to screen two groups of individuals. The first group ir:lCI~des 
12,000 developmentally and mentally disabled individuals in nine state 
hospitals. The second group includes 75,000 high-risk children in 10 cqun­

. tieS. 
. According to the budget text, the purpose of the project is to define the 

magnitude of the problem and steps necessary to eradicate lead poisoning. 
However, the department's proposal states that the purpose is to prevent 
excessive lead burden and its after-effects in high-risk individuals and 
discusses the need for immediate medical and environmental interven­
tion. and follow-up. Such intervention and followup during the. two-year 
project could result in a substantial caseload increase for a number of 
departmental and local health programs as well as substantial cost increase 
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to the General Fund. 
At the time of the preparation of this analysis, the department was 

unable to provide information regarding specific duties and estimated 
workload for the proposed positions. We withhold recommendation for 
funds for this project until the department can clarify the purpose of the 
project and can provide additional position justifications. 

Department of Health Administrative Procedures 

We recommend the immediate implementation of the administrative 
reform measures which will correct the problems outlined in the following 
three sections. 

The Department of Health is a large organization which has often been 
criticized for not responding in a timely manner to changes in state legisla­
tion, federal laws and regulations. It has often delayed necessary decisions 
due to the excessive length of the administrative process. The situation is 
critical; particularly in the Health Protection Division. The processes 
which are holding up operations are (1) the regulations development and 
adoption process, (2) the budget revision/hiring process, and (3) the 
contract preparation and approval process. Reform of the contract process 
has been underway for two years ~ith marked success. 

A. Regulation Adoption Process 

Regulations are used to interpret, implement, make specific, or other­
wise carry out the provisions of a statute. They may also be needed as a 
result of federal regulations, state legislation, court orders, and the ad­
ministrative orders of state officials. Regulations are not required for pro­
grams that are carried out through contracts, because requirements can 
be put into the contracts, which can be terminated if those requirem:ents 
are not met. 

The regulation .adoption process includes: (1) programs which write 
regulations, (2) the Legal Affairs and Regulations Unit in the Director's 
Office, (3) the Budget Section, (4) the Department of Finance, (5) dep­
uty directors and above and other interested parties and agencies, (6) a 
30-day public notice period, (7) public hearings, (8) post hearing changes 
and reviews, (9) filing with the Secretary of State, and (10) a 30-day post 
filing waiting period. 

Normal regulations become effective after this process has been com­
pleted. Emergency regulations must complete the same process, but 
become effective before the public notice period. 

Authorization to adopt emergency regulations is granted by the Deputy 
Director for Legal Affairs and Regulations. Generally, if the health of 
Californians will be adversely affected by waiting for normal regulations 
to become. effective, authorization for emergency regulations will be 
granted . 

. Regulation Adoption Process-Problem Areas 

The Department of Health has been taking an average of over one year 
to adopt regulations, with the result that new programs are delayed and 
existing programs cannot adapt to changing situations. 

Of the 120 new statutes affecting the Department of Health in calendar 
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year 1975, about one-half required regulations. In addition it is ne~essary 
to change a number of existing regulations, and adopt regulations as a 

, result of new federal regulations, court orders, and administrative orders. 
In our review of the regulation adoption process we have concluded 

that a series of actions would improve the process. One person should have 
responsibility for every step in the regulations process. The logical position 
for that responsibility would be the Deputy Director for Legal Affairs and 
Regulations. There shouldtheri be a specific schedule or time table estab­
lished as to when each step of the process should be completed. It is 
important that the process be monitored at all times. Work on the regula­
tions should start at the time a statute is chaptered, not after the effective 
date, as is often the case. 

Legislation Not Needing Regulations 

There are times when legislation mandates the adoption of regulations 
when they are not needed because thepr,ogram will be carried out by 
contract with a local public or nonprofit agency. The department should 
advise the Legislature of this fact while it is monitoring the progress of 

. proposed legislation through the committee process. A program that does 
not need the regulation process can be implemented in the time span 
envisioned by the legislature. 

B. Budget Revision/Hiring Process 

A budget revision is a document authorizing a revision of the Budget 
Act which must be approved by the Department of Finance. 

New legislation may appropriate funds to establish Ii new program, or 
expand an existing one, but these funds cannot be spent until.a budget 
revision has been approved. Similarly, new federal funds, redirection of 
funds already appropriated by the Budget Act, or new or redirected funds 
from any'source cannot be spent without an approved budget revision. 

A budget revision proposes and justifies a budget for the use of new or 
redirected funds. When the proposed budget calls for new state staff, 
personnel dO~1;lq1~nts must also be approved before staff can be hired. 

Budget RevisiolVHiring Process-Problem Area 

The Department of Health's budget revision/hiring process has been 
taking anywhere from a week to over a year to be completed. 

As in adoption of regulations there should be one position responsible 
for each step in the budget revision/hiring process. The logical position is 
the Chief of the Budget Section. He also should adopt a specific time 
schedule for the completion of the process and monitor it. 

C. Contract Approval Process 

This is the third year we have reported on the Department of Health· 
contract approval· process. The process includes the 37 programs which 
write contracts, the Department of Health, Administrative Division, and 
the Departments of Finance and General Services. 

Delayed contractsresult in delayed programs because a contractor can­
not be reimbursed forsetvices without a contract. Delayed contracts also 
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result in the poor management of funds. For example, if a contract is 
delayed six months, the contractor will receive no funds for the first six 
months of the fiscal year and the full 12 months' funds in the last six months 
of the fiscal year. 

Contract Approval Process-Improvement Shown 

In 1974-75, most contracts were not approved until six months to a year 
after their July 1 effective dates, and 20 percent were sent baGk from the 
Departments of Finance or General Services to be redone. In 1975-76 
many contracts were approved within two months ofJuly 1, and 7 percent 
had to be done over. In 1976-77 many contracts were approved by July 1, 
and 7 percent had to be done over. Reforms have been sustained and 
impressive. 

Further Reforms Needed 

Although progress has been made there is a need for continued im­
provement. Here again one person should have the responsibility of see­
ing that every step of the contract process is followed according to a 
timetable that would insure that contracts are approved by the start of a 
fiscal year, if possible. There should be specific return deadlines when 
sending contracts out for the signature of contractors. 

Finally, contracts should be product oriented. A product oriented con­
tract reimburses for units of staff. A contract which is not product oriented 
reimburses for staff with no guarantee that the staff will provide a suffi­
cient amount of service. 

Prospective Rate Setting Project 

We withhold recommendation on the proposed project pending legisla­
tive review of the rate-setting proposals submitted by both the Depart­
ment of Health and the California Health Facilities Commission. 

The budget proposes the creation of a Hospital Rate Setting Project . 
within the Department of Health. A total of $338,231 ($142,017 state and 
$196,214 federal funds) is proposed to fund the project in the 1977-78 fiscal 
year. The project requires 12 positions. 

During the past year, both the department and the California Health 
Facilities Commission (CHFC) submitted proposals to the federal Social 
Security Administration (SSA) for development of a method of setting 
prospective hospital rates. The Department of Health proposal was sup­
ported by the administration and the department was awarde9 a contract 
by the SSA. The total amount of the contract was not to exceed $768,068. 

Pursuant to Section 28 of the Budget Act of 1976, the Director of Finance 
requested a waiver of the 30-day waiting period in order to allow the 
department to commence with the expenditure of $379,837 in federal 
funds for the current year. The Chairman of the Joint Legislative Budget 
Committee denied the request on the basis that the long-term policy 
implications of a rate setting project are of sufficient importance to war­
rant full legislative review prior to the commencement of work. 

Furthermore, there is a question as to whether the Department of 
Health. is the appropriate state agency to develop such a system. This 
concern is accentuated by the fact that the establishment of this project 

18-73173 
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could be a significant step towards the implementation of a prospective 
rate setting system for all hospitals, both public and private. 

We believe that the Legislature should consider both prospective rate 
setting proposals and participate in the decision as to which one should be 
selected. It is our understanding that the commission proposal may be 
superior. The long-range policy of mandatory prospective rate setting for 
all hospitals is of such a major nature that the Legislature should partici­
pate in the decision process from the beginning. 

Recommended Reductions Discussed in Other Items of this Analysis 

The following is a summary of recommended budget reductions to be 
made in Item 241 for programs which receive the majority of their funding 
in other items of the Budget Bill. We have discussed the programs and the 
reasons for these three recommendations in our analysis of the respective 
items. 

1. Child Health Disability Prevention Program (discussed in our analy­
sis of Item 254). Reduce by $322,000. ~ecommend Item 241 be reduced 
by $322,000 and that federal funds be reduced by $378,006 by reducing 25.6 
of 38.6 proposed new positions. 

2. Internal Security Unit (discussed in our analysis, Item 248, of Medi­
Cal program). Reduce by $70,020. Recommend deletion of 3.5 positions 
in the Internal Security Unit for budget year savings of $93,361 ($70,020 
General Fund). 

3. Fiscal Intermediary Section (discussed in our analysis, Item 249, of 
Medi-Cal program). Reduce by $39,774. Recommend deletion of three 
positions for current year savings of $48,115 ($25;982 General Fund) and 
budget year savings of $72,731 ($39,774 General Fund). 

Department of Health 

FORENSIC ALCOHOL ANALYSIS AND MEDICAL EFFECTS OF 
AIR POLLUTION 

Item 242 from the Motor Vehi­
cle Account, State Transporta­
tion Fund Budget p. 585 

Requested 1977-78 ......................................................................... . 
Estimated 1976-77 ...................................................•........................ 
Actual 1975-76 ................................................................................. . 

Requested increase $13,232 (4.7 percent) 
Total recommended reduction ................................................... . 

$293,772 
280,540 
263,386 

None 
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GENERAL PROGRAM STATEMENT 

Forensic Alcohol Analysis Regulation 

In accordance with Sections 436.5-436.63 of the Health and Safety Code, 
the Laboratory Services Branch of the Department of Health regulates, 
monitors, inspects, evaluates, advises and licenses laboratories and person­
nel that do testing for concentrations of ethyl alcohol in the. blood of 
people involved in traffic accidents or violations. There are presently' 
about 97 licensed laboratories which employ over 500 people. Four profes­
sional, two laboratory assistant and two clerical positions are assigned to 
this program. 

Supplemental Language to Item 283, Budget Act of 1976, required the 
Department of Health to survey laboratory charges for blood alcohol 
testing and report to the Legislature in January, 1977. 

Medical Effects of Air Pollution 

In accordance with Section 425 of the Health and Safety Code, the 
Laboratory Services Branch is also responsible for determining the medi­
cal effects of air pollution and recommending air quality standards to the 
Air Resources Board. Three professional and one clerical position are 
assigned to this program. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
This item proposes $293,772 from the Motor Vehicle Account in the 

State Transportation Fund, a $13,232, or 4.7 percent, increase over the 
current year. 

Health and Welfare Agency 

DEPARTMENT OF HEALTH 
(California Health Facilities Commission Fund) 

Item 243 from the California 
Health Facilities Commission 
Fund Budget p. 609 

Requested 1977-78 ......................................................................... . 
Estimated 197&-77 ........................................................................... . 
Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Proposed Transfer of positions. Reduce Item 243 by $232,371 
and transfer like amount to Item 282. Recommend retention 
of seven positions in commission by transferring this appro-
priation to Item 282 for support of the California Health 
Facilities CommissIon. 

ANALYSIS AND RECOMMENDATIONS 

$232,3'11 
None 

$232,371 

Analysis 
page 

481 

We recommend the $232,371 proposed in this item be transferred to 
Item 282, for support of the California Health Facilities Commission. 

The budget proposes an appropriation of $232,371 from the Health Care 
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Facilities Commission Fund for the support of seven positions and operat­
ing expenses which are proposed to be transferred from· the California 
Health Care Facilities Commission (Item 243) to the Department of 
Health (Item 241), effective January 1, 1978. The positions administer the 
uniform accounting and reporting system for hospitals. The budget states 
the administration will introduce legislation to transfer the commission's 
function to the Department of Health. 

We recommend that the seven positions not be transferred to the De­
partment of Health. This issue is discussed more completely under Item 
282, California Health Facilities Commission. 

Health and Welfare Agency 

DEPARTMENT OF HEALTH-HEALTH TREATMENT DIVISION 

Items 244-245 and 247 from the 
General Fund Budget p. 593 

Requested 1977-78 .......................................................................... $637,072,814 
Estimated 1976-77............................................................................ 567,029,052 
Actual 1975-76 .................................................................................. 502,134,963 

Requested increase $70,043,762 (12.4 percent) 
Total recommended reduction .................................................... Pending 

1977-78 FUNDING BY ITEM AND SOURCE 
Item Description 
244 Mentally Ill-JudiCially Committed 
245 Community Mental Health 
247 Developmental Disabilities 

Program 

Fund 
General 
General 
General 

Amount 
$28,503,106 
332,978,655 
275,591,053 

$637,072,814 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS . , 

1. New Legislation Compliance. Recommend department 
comply with provisions of Chapter 962, Statutes of 1976, 
regarding executive officers at the state hospitals. 

2. Borrowed State Hospital Positions. Recommend depart­
ment discontinue practice of borrowing positions from state 
hospitals. 

3. $10 Million Mental Health Equity Proposal. Withhold rec­
ommendation pending submission to fiscal committees by 
April 15,1977 of counties' plans for use of equity funds. 

4. Alternative Reimbursement Study. Recommend report 
be submitted to the Joint Legislative Budget Committee by 

Analysis 
page 

487 

487 

493 

494 
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November 1, 1977 on alternative reimbursement methods 
for mental health services . 

.5. Cost Reports and Final Budgets. Recommend counties 494 
comply with state law regarding submission· of cost reports 
and final budgets. 

6. Recommendations Not Submitted. Recommend depart- 495 
ment submitreporttofiscal committees by April 15, 1977 of 
recommendations for mental health services to jail inmates. 

7. Drug Programs .. Recommend department submit list of 495 
discrete drug programs to fiscal committees by April 15, 
1977. 

8. Short-Doyle Medi-Cal Pilot Project. Recommend pilot 496 
project on Short-Doyle Medi-Cal consolidation include all 
funds expended on mental health services in Medi-Cal pro-
gram. 

9. Regional Center Priorities. Recommend the first priority 507 
of centers be to serve: (1) persons identified as appropriate 
for transfer from the state hospital to the community and 
(2) persons who would be admitted to the state hospital 
without intervention of the regional center. 

10. Community Development Program. Withhold recom- 510 
mendation on two positions proposed for program devel­
opment activities pending further review. 

HEALTH TREATMENT DIVISION 

The Health Treatment Division in the Department of Health is respon­
sible for the administration of state hospital programs and community 
based programs for persons who are mentally disabled and developmen­
tally disabled. As shown in Table 1, three major appropriation items sup­
port the programs administered by this system. 

Budget Item 
244 
245 
247 

Table 1 
Programs and Proposed· General Fund· Appropriations 

Health Treatment System 

Program 
Judicially Committed .............................................................................. .. 
Mentally Disabled .................................................................................... .. 
Developmentally Disabled .................................................................... .. 

Proposed 
Amoullt 
$28,503,106 
332,978,655 
275,591,053 

$637,072,814 

The 11 state hospitals are estimated to treat an average of9,914 develop­
mentally disabled and 5,698 mentally disabled persons in the current year. 
The Governor's Budget, page 597, contains a chart showing the actual 
state hospital population from the 1973-74 fiscal year through the projec­
tions for the 1977-78 fiscal year. 

Background on Establishment of Staffing Standards 

In 1965, the California Senate directed the former Department of Men­
tal Hygiene to evaluate the staff needs of the state hospitals for the mental­
ly ill and mentally retarded. The Senate requested the study after a review 
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by the California Medical Association which indicated the state hospitals' 
major deficiency was a lack of adequate professional staff to meet reason­
able medical standards for care and treatment of patients. 

The California Commission on Staffing Standards presented its report 
in February 1967. The commission proposed new standarq,s for all treat­
ment disciplines to replace the staffing ratios that had been used since 
1952. The system used in the new standards was developed largely by a 
team of industrial engineers from an aerospace corporation. The standard 
was developed using direct time study and statistical work sampling. This 
involved measuring how long it took to perform each major type of nurs­
ing activity on patients with varying levels of illness or disability. 

The department adopted in 1968 the staffing system recommended by 
the commission. At that time, the hospitals for the mentally disordered 
were budgeted at 84 percent of the new standard and the developmental­
ly disabled (DD) hospitals at 73 percent of the new standards. The depart­
ment was committed to achieving 100 percent of the standards over five 
years. The DD goal was achieved on schedule in 1973. The MD goal, due 
to expansion oflocal mental'health programs and decline in state hospital 
patients, was reached in 1970. 

At the start of the current fiscal year, the state hospitals were staffed at 
105 percent of the 1968 staffing standards in order to achieve a delivered 
level of 100 percent of the 1968 standards on the wards. The 105 percent 
included a 3 percent factor for off-ward assignments and a 2 percent factor 
for vacancies. 

1973 Staffing Standards Pilot Tested 

In 1971, the department initiated another study of the staffing pattern 
in the hospitals and developed a new staffing methodology, referred to as 

Table 2 
Pilot Project 

Comparison Between 1968 and 1973 Standards 
Social Development Emphasis 

Developmentally Disabled 
State Hospital Programs 

1968 Standards 
Control Group 
Fairview State Hospital 
189 Patients 
Nursing Stall 
131 Nursing (Registered nurse, psychiatric 
technician, hospital worker) 
Professional Stall 

1 Psychiatric Social Worker 
3 Rehabilitation Therapists 
2 Teachers 
0.5 Social Work Associate 

6.5 subtotal-Professional 

137.5 Total Nursing and Professional Staff 

1973 Standards 
Experimental Group 
Sonoma State Hospital 
179 Patients 
NUrsing Stall 
161 Nursing (Registered nurse, psychiatric 
technician, hospital worker) 
Professional Staff 

1 Psychiatric Social Worker 
7 Rehabilitation Therapists 
3 Teachers 
2 Psychologists 
1 Speech Pathologist 
1 Dental Hygienist 

15 subtotal-Professional 

176 Total Nursing and Professional Staff 
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the 1973 staffing standards, which would provide significantly increased 
treatment and rehabilitative care. The 1968 standards were designed pri­
marily to meet the physical needs of patients and the life support services 
required by large numbers of infirm patients in the hospitals. The 1973 
standards are program oriented and relate staffing requirements to the 
intensity of individually planned treatment activities. 

The difference between the two standards is that the 1973 standards 
require more nursing staff and more professional staff. A pilot project 
testing the 1973 standards was conducted from July 1975 to December 1976 
at Fairview, Sonoma and Camarillo State Hospitals. Table 2 shows the 
difference in staffing between the two standards as tested in the pilot 
project. The particular project below emphasized social development (i.e. 
cognitive and socialization skills) of the developmentally disabled. The 
entire pilot project involved approximately 900 MD and DD patients. 

Reduction of Funds by Governor 

The Legislature appropriated $10 million in Item 287.1 of the Budget 
Act of 1976 to "implement the 1973 staffing standards or other standards 
design~d to. pr,ovjde levels of tr~atment and reqabilitation services to 
patients;" .. . . '. . . 

The Governor reduced the $10 million in Item 287.1 by $4 million and 
indicated that the· remaining $6 million would be used to provide an 
increased level of care in state hospital programs to meet special patient 
needs. A Legislative Counsel's Opinion dated July 27, 1976 found the 
redirection of funds to be an unlawful extension of the Governor's .Budget 
Act authority. Subsequently, the Governor chose to use the $6 million to 
increase staffing in the hospitals from 105 to 110 percent of the 1968 
staffing standards. The $6 million was used to establish administratively 
446 psychiatric technician positions in the current year. . 

On December 8, 1976, a Section 28 letter was submitted to the Legisla­
ture indicating that after 30 days the Department of Health was author­
ized to implement the 1973 staffing standards. 

A pilot project test.ing the impact and effectiveness of the 1973 staffing 
standards was conducted at Fairview, Sonoma and Camarillo State Hospi­
tals. The Section 28 letter indicated that increased staff in the projects 
produced significant improvements in the functioning of. the develop­
mentally disabled residents. The letter also cited the results of a Metropoli­
tan State Hospital study that identified a need to increase the direct care 
staffing for programs serving the acutely mentally ill to a level approx­
imating 100 percent of the 1973 standards in order to eliminate the grow­
ing number of violent incidents in these programs. 

Accordingly, the letter indicated that the Department of Health 
proposed to establish 597.9 new treatment and level of care positions from 
current year salary savings in addition to the 446 positions funded from the 
$6 million in Item 287.1. In the current year, the net effect of adding the 
446 positions and the 597.9 additional treatment positions was to authorize 
positions equivalent to at least 83 percent of the 1973 staffing standards. 
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Second Increment of 1973 Standards Proposed 

For 1977-78, the Governor's Budget proposes to establish 587.5 new 
treatment positions at the state hospitals at a cost of $6 million General 
Fund. The proposed budget would increase staff at the hospitals to approx­
imately 88 percent of the 1973 standards during the 1977-78 fiscal year. 
The budget also includes $14.7 million to continue the additional positions 
established in 1976-77. Specific proposed position changes are discussed 
later under the state hospital component of Items 245 and 247. 

Budget narrative states that the "1973 staffing standards will be under 
continuous evaluation and modification of the standards will be undertak­
en as needed." Implementation of the 1973 standards will increase the cost 
of providing services to mentally disabled and the developmentally dis­
abled patients. However, in addition to the increased cost, there should be 
measurable positive changes in the behavior and the levels of functioning 
of the developmentally disabled and the mentally disabled. It is impera­
.tive that these changes and improvements be documented and verified 
before the 1973 standards are fully implemented. Therefore, we will be 
monitoring the department's implementation of the 1973 standards. We 
will also discuss with the department what procedure should be estab­
lished to document the changes in the patients' functioning as a result of 
the additional staff. 

Forty-six Reclassifications Proposed 

The 1973 standards provide greater flexibility to staff the state hospitals 
with positions other than psychiatric technicians. The standards permit a 
maximum of 25 percent of the level of care positions to be reclassified to 
'provide a disciplinary mix that meets program needs. Positions that are 
considered interchangeable and able to be reclassified include audiolo­
gists, dental hygienists, physical therapists, psychiatric technicians, psy­
chologists, rehabilitation therapists, social workers, registered nurses, 
speech pathologists, and teachers. 

We recommend approval of the proposal to reclassify forty-six psychiat­
ric technician positions tQ various other classifications in the current year 
which are to be continued in the budget year. Table 3 shows the distribu­
tion of the proposed reclassifications by type of position. 

Table 3 
State Hospital Programs 

Proposed Position Reclassifications 
1977-78 Fiscal Year 

Elisting Positions 
11 Psychiatric technicians 
10 Psychiatric technicians 
16 Psychiatric technicians 
9 Psychiatric technicians 

46 Psychiatric Technicians 

Proposed Reclassification 
11 AudiolOgists 
10 Physical Therapists 
16 Dental Hygienists 
9 Speech PatholOgists 

46 Positions 
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. Special Investigation Positions 

During the past year there have been numerous grand jury inquiries 
into the quality of patient care and the circumstances surrounding patient 
deaths in state hospitals. No standard practice of reviewing the cause of 
death was being followed when a patient died, regardless of the cause. 

Department of Health policy now requires all deaths of patients to be 
referred. to the county coroner. Also, in the current year, the department 
reclassified one position at each hospital to a special investigator position. 
The budget proposes that the reclassifications be made permanent in 
1977-78. 

The special investigator will investigate suspected violations of state 
hospital system laws, rules and regulations including,· but not limited to 
patient deaths, patient abuse, staff misconduct and employee intimida­
tion. We recommend approval of the proposed reclassifications. 

Legislation Authorizes .Hospital Executive Officer 

We recommend that the Department of Health comply with the provi­
sions of Chapter 962, Statutes of 1976. 

We further recommend that no position shall be administratively estab­
lished nor shall any authorized position be redirected to replace the per­
son appointed as the chief executive officer of the state hospital. 

Chapter 962, Statutes of 1976, (AB 4146) revised existing law regarding 
the administration of the 11 state hospitals. Prior to Chapter 962, each state 
hospital had a clinical director and a hospital administrator with designat­
ed duties and responsibilities with neither person having the overall re­
sponsibility for the hospital. 

Chapter 962, introduced at the request of the Department of Health, 
established a new position, hospital director, in each state hospital. The 
hospital director is to be the chief executive officer of the hospital and 
responsible for all hospital operations and the overall management of the 
hospital. The law clearly requires the Director of the Department of 
Health to appoint either the clinical director or the hospital administrator 
to be hospital director. 

The department is considering establishing a position to fill in behind 
the person appointed as the hospital director. At the time Chapter 962 was 
being considered by the Legislature, the department stated that its intent 
was not to establish an additional top level position and in fact stated the 
bill had no cost implications. 

Therefore, we recommend that (1) the department comply with the 
provisions of Chapter 962, and (2) no position be administratively estab­
lished nor any authorized position be redirected to replace the person 
appointed as the hospital director of each state hospital. 

Positions Budgeted in Hospitals Utilized Elsewhere 

We recommend that the Department of Health discontinue the prac­
tice of borrowing positions budgeted in the state hospitals and utilizing the 
positions elsewhere in the department. . 

In recent years, the Department of Health has engaged in the practice 
of utilizing positions budgeted in the state hospitals for other work at the 
Treatment Division Headquarters in Sacramento or in other parts of the· 
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Department of Health. Since 1974, approximately 20 positions have been 
borrowed from the hospitals. We have been advised that some of the 
borrowed positions have been returned to the hospitals and some positions 
are still borrowed. 

We disapprove of the borrowing of positions on a long-term basis as has 
been practiced by the department. It violates an essential element of good 
budgeting in that. it has the effect of understating the number of positions 
shown for the headquarters staff in the Treatment Division and overstat­
ing the number of positions available at the state hospitals. 

Stricter Management of Hospitals Needed 

In our 1976-77 Analysis, we identified a problem at the state hospitals 
regarding budgeted versus actual off-ward assignments in each hospital. 
At the start of the current fiscal year, the hospitals were budgeted at 105 
percent of the 1968 standards in order to deliver 100 percent of the stand­
ard on the ward. The other 5 percent consisted of 3 percent for off-ward 
assignments and 2 percent for vacancies. Off-ward assignments generally 
divert level-of-care staff, psychiatric technicians or registered nurses to 
other jobs or functions. These assignments included but were not limited 
to ground patrol, staff training, food services, mailroom, janitorial clean­
ing, or escorting patients to medical clinics or surgery. 
. The actual number of positions used for off-ward assignments ranged 
from 2 to 13 percent among the hospitals. In instances where the number 

o of positions used was higher than the budgeted 3 percent factor, the actual 
number of positions available for nursing care on the wards was less than 
the 100 percent budgeted. 

Pursuant to our recommendation, supplemental budget language was 
adopted requiring the department to submit a report to the Legislature 
by October 1, 1976 on (1) the number of budgeted versus actual off-ward 
assignments in each hospital, and (2) a proposed solution for budgeting 
off-ward assignments at the level actually delivered. 

The department submitted the report as directed. We have reviewed 
it and discussed the problem with departmental staff. It appears to us that 
part of the problem has been that the individual hospitals have had too 
much latitude to redirect staff without appropriate review and policy 
dires:tion from headquarters management staff in the Treatment Division. 

However, a major factor in the hospital staffing problem is the proper 
assignment of staff to the wards with three shifts for 24-hour coverage, 
seven days a week. In the past, the hospitals have been oriented to the 
traditional work week, eight to five, Monday through Friday. 

When the hospitals were advised of their allocation of increased staff 
under the 1973 standards, they were also given policy changes in the 
assignment of professional staff, staffing of the admissions unit, availability 
of medical records, and pro~edures for processing newly admitted pa­
tients. Management direction of this type is needed on a continuing basis 
if the hospitals are to function adequately. 

Implementing the 1973 staffing standards will not prevent recurrence 
of past problems unless strong management and supervision of staff utili-
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zation comes' from Treatment Divisio~ headquarters and the manage­
ment staff of each hospital. 

Community De~elopment Task Forces 

Supplemental language to the Budget Act of 1976 directed the Depart­
ment of Health to submit a preliminary plan to the Legislature by January 
1,1977, for correcting all life safety, panic and fire deficiencies at the state 
hospitals. The department was directed to premise this capital improve­
mEmt plan upon a total state hospital population of 10,000 patients. The 
preliminary plan was also to include a tentative timetable for capital 
construction, reduction of the overall state hospital population, and expan­
sionand/or restructuring of community mental health and regional cen­
ter programs. 

The Governor's Budget indicates that approximately $21.3 million has 
been proposed in Item 407 (a) for correction of fire, life, safety deficiencies 
within the state hospitals. The narrative states that a Community Develop­
ment Task Force is reviewing facility resources within the hospital system 
and the community to address the needs of mentally and developmentally 
disabled clients. The Task Force is working on development of the plan 
required by the supplemental budget language, and its report is expected 
to be submitted to the Legislature by May 1, 1977. 

ITEM 244-PROGRAMS FOR JUDICIALLY COMMITTED PERSONS 

The budget proposes a General Fund appropriation of $28,503,106 for 
state hospital and local programs for mentally disordered persons who are 
judicially committed, and for whom no county of residence can be deter­
mined. This is an increase of $346,854,' or 1.2 percent, over the amount 
estimated to be expended during the current year. Services for suchpa­
tients are paid 100 percent by the General Fund in contrast to services to 
patients through the provisions of the Lanterman-Petris-Short and Short­
Doyle Acts, which are shared on a 90 percent state/10 percent county 
~~ . . . 

Prior to January 1, 1976, state law required persons found not guilty of 
a crime by reason of insanity and mentally disordered sex offenders to be 
committed and treated at state hospitals. Chapter 1274, Statutes of 1975, 
(AB 1229) effective January 1, 1976, permitted the court to prescribe local 
commitment and outpatient treatment as an alternative to commitment 
at a state hospital. It also requires the cost of local treatment of such 
persons to be a 100 percent General Fund cost. 

Table 4 shows the estimated and proposed state support for the judicial­
ly committed for 1976-77 and 1977-78. 

Table 4 

Judicially Committed Program 
1976-77 and 1977-78 

State-Operated Services ..................................... . 
Community Programs ......................................... . 
.Program Evaluation and Patient Tracking ... . 

Estimated 
197~77 

$27 ,756,252 
300,000 
100,000 

$28,156,252 

Proposed 
1977-78 

$28,161,106 
242,000 
100,000 

$28,503,106 

Percent 
1)jITerence Change 
$+404,854 + 1.5% 

-58,000 -19.3% 

$+346,854 + 1.2% 
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State-Operated Services and Patient Tracking 

We recommend approval of the $28,161,106 proposed for the cost of 
state-operated services for the treatment of judicially committed persons 
at state hospitals in the 1977-78 fiscal year. State services are available 
primarily at Atascadero and Patton State Hospitals. The impact of in­
creased staffing due to the phase-in of the 1973 staffing standards is dis­
cussed under the state hospital component of Item 245, Local Mental 
Health. 

The $100,000 in each of the current and budget year appropriations. is 
for the program evaluation and patient tracking system at Atascadero 
State Hospital. Because Chapter 1274 is in the implementation stage, the 
tracking system is necessary for accurate monitoring of the progress and 
placement of persons released from the state hospitals to the community .. 

Table 5 shows the actual, estimated and projected judicially committed 
year-end populations for the 1975-76, 1976-77 and 1977-78 fiscal years. 

Actual 
6/30/76 

1,689 

Table 5 
State Hospitals 

Judicially Committed Year-End Population . 
1975-76. 197~77 and 1977-78 

Estimated 
6/29/77 

1,650 

Slow Implementation of Chapter 1274 

Projected 
6/28/78 

1,590 

Chapter 1274 was effective January 1, 1976 but implementation has been 
slow. Based on a recent department survey conducted in January of the 
20 largest counties, we have been advised that only 36 persons have been 

. treated in the community rather than in state hospitals since January 1, 
1976. Implementation of the legislation has been slow for two reasons. 
First, the courts appear to be reluctant to prescribe local inpatient or 

Table 6 

Approved County Plans . 
For Local Treatment of Judicially Committed Patients 

(As of 1/14m) 
197~77 Fiscal Year 

Fresno ................................................................................................................................................. . 
Los Angeles .................................................................................................... , .................................. . 

~:c~1~~~t~·:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
San Luis Obispo ............................................................................................................................... . 
San Mateo ......................................................................................................................................... . 
San ta Barbara ................................................................................................................................... . 
Santa Clara ...................................... , ................................................................................................ . 
Sonoma ............................................................................................................................................... . 
Ventura ............................................................................................................................................. . 
Total ......... ; ......................................................................................................................................... . 

$106,350 
1,185,820 

90,200 
139,500 
47,100 
48,300 
32,850 

120,708 . 
67,270 
63,900 

81,901,998 
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outpatient treatment for these persons~ Second, a number of counties 
declined to implement the program without start-up planning funds from 
the state. The law requires the cost of local treatment to be 100 percent 
state funded. No appropriation was included in the measure because it was 
expected that local treatment costs would be offset by savings in the state 
hospital programs. 

The state has required that a plan be submitted' and approved before 
funds can be made available. The first county plan was approved Novem­
ber 1,1976. Since then, nine other county plans have been approved. Table 
6 shows the approved county plans at the time this Analysis was prepared. 

County proposals have been approved subject to a number of condi­
tions: 

1. The county is expected to reduce the county's utilization of state 
hospitals for this population by a specified number of days. 

2. The county agrees to maintain records on persons treated and the 
nature and cost of services rendered. 

3. The state will periodically review local services for cost effectiveness 
and the impact on state hospital utilization. 

The Department of Health presently has the authority to transfer the 
variable cost of unused state hospital days to local programs to pay for 
persons who otherwise wo'uld have been treated in the state hospital. The 
funds shown in Table 6 will be available from savings generated in state 
hospitals as persons are diverted to local programs. 

It is too soon to know how successful the counties will be in reducing 
their utilization of state hospitals and how willing the courts will be to 
prescribe local treatment for this population as more community pro­
grams are developed. 

Cost Impact Study Due January '1978 

Chapter 1274 also requires the Director of the Department of Health to 
conduct a study in order to compare the cost and duration of treatment 
between those patients committed to state hospitals and those patients 
committed to local facilities or placed on outpatient treatment. The direc­
tor is required to report his findings to the Legislature by January 1, 1978. 

ITEM 24S-COMMUNITY MENTAL HEALTH 

The budget proposes General Fund expenditures of $332,978,655 for 
community mental health services, state hospitals, and continuing care in 
the 1977-78 fiscal year which is $31,461,735, or 10.4 percent, more than is 
estimated to be expended in the current year. Table 7 shows the actual, 
estimated and projected state support for community mental health pro­
grams, including Short-Doyle, continuing care services, and hospital pro­
grams for 1975-76, 197&-77 and 1977-78 fiscal years. 

The Department of Health is charged with the administration and sup­
port of the state's community mental health programs. This includes the 
maintenance of six state hospitals for the mentally disordered and the 
provision of financial assistance to 60 county and community mental 
health programs. 

The budget appropriates funds to the Department of Health, which are 
then allocated to the state hospitals and to the 58 counties and two cities 
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operating community mental health programs. The funds are allocated 
under the provisions of the Short-Doyle and Lanterman-Petris-Short Acts. 
The law authorizes community mental health programs to provide various 
mental health services which are eligible for 90 percent state reimburse-
ment. . 

Funds appropriated by this itertJ. support three distinct components of 
local mental health services: (1) state hospital services, (2) community­
based inpatient and outpatient services, and (3) continuing care services. 

Table 7 
Short-Doyle Program 

State Support for Community Mental Health Programs 
1975-76. 1976-77 and 1977-78 

Difference Percent 
between Difference 

Estimated Estimated Projected 1976-77 and 1976-77 and 
1975-76 1976-77 1977-78 1977-78 1977-78 

Community·Based 
Programs ........ , ............... $180,941,061 $202,857,731 $224,853,799 $+21,996,068 +10.8% 

Continuing Care Services .. 5,715,129 6,630,445 6,882,556 + 252,lll +3.8. 
State Hospitals ...................... 85,336,937 92,028,744 101.242,300 +9,213,556 +10.0 

Total ................................ $271,993,127 $301,516,920 $332,978,655 $+31,461,735 +10.4% 

Community Based Programs 

The budget. proposes an expenditure of $224,853,799 for the 1977-78 
fiscal year for community based programs which is $21,996,068 or 10.8 
percent more than the estimated expenditure for the current year. Item 
245 (a) local mental health services, contains only the General Fund sup­
port. The actual amount of the local programs is larger when the county 

Table 8 
Short-Doyle Local Program 

Total Program by Source of Funding 
1975-76 through 1977-78 

Estimated 
1975-76 

Total Program (all funds) .............................................. $278,742,049 

Medi-Cal (state and federal funds) ............................ .. 
Other Revenue ................................................................ .. 

;'Iiet Program (split 90/10 between state and coun· 
ties) ............................................................................ .. 

County 10 percent share: ............................................... . 
Stilte 90 percent share: 

Share of Net Program ................................................ .. 
Share of Medi-Cal ....................................................... . 

Total General Fund ................................................ .. 

- 70,400,119 
-55,012,774 

$153,329,156 
15,332,916 

137,996,240 
+42,944,821 

$180,941,061 

Estimated 
1976-77 

$304,791,916 

- 74,839,178 
-55,414,711 

$174,538,027 
17,453,803 

157,084,224 
+45,773,507 

$202,857,731 

Proposed 
1977-78 

Figures not 
yet avail-
able on 
gross pro-
gram and 
other reve-
nue 

$196,630,257 
19,663,026 

176,967,231 
+47,886,568 

$224,853,799 
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share, federal grants, Medi-Cal funds, patient fees and insurance fees are 
taken into account. Table 8 shows the total program cost by source of 
funding for the 197~76, 1976-77 and 1977-78 fiscal years. State law pro­
vides that the net cost of the program is shared on a 90 percent state and 
10 percent county ratio. The net cost is the amount remaining after reve­
nue consisting of patient fees, insurance and grants is deducted from the 
total cost of the program. 

Second Increment of Mental Health Equity Funding Proposed 

We withhold recommendation on the $10 million proposed as the sec­
ond increment of equity funding for county local mental health programs. 

We further recommend that the 42 counties receiving an equityalloca­
tion in 1977-78 identify the proposed use of their equity allocation and that 
the department sf.]bmit the information to the fiscal committees by April 
15, 1977. 

In the current year, an initial increment of $10.5 million was allocated 
to community mental health programs to establish equity of funding 
among counties. The Budget Act language specified that the funds". . . 
be allocated among the counties for the purpose of achieving equity 
among the counties in the distribution of funds, and such allocation shall 
be based upon a formula developed by the Department of Health." 

For 1977-78; a second increment of equity funding is proposed. The 
Governor's Budget, page 594, states: "An additional increment of $10.0 
million has been proposed in fiscal year 1977-78 to continue movement 
towards the achievement of equity of funding for community mental 
health programs. A base year of 197~76 resources has been utilized along 
with the 22 social indicators of need for allocation of these funds. . . The 
proposed fiscal year 1977-78 allocations reflect a 6 percent cost-of-living 
increase to all county mental health programs in addition to the $10 mil~ 
lion equity allocation to 42 counties." The 6 percent cost increase proposed 
for 1977-78 is $12,563,158and includes the Protective Living Services cost 
increase. 

Page 595 of the Governor's Budget shows current year allocations, the 
6 percent cost increase allocations for 1977-78, the equity allocations for 
1977-78 and the total local mental health allocation proposed for 1977-78 
for each county. The allocations on page 595 include the General Fund 
portion of the funds discussed under Protective Living Services (Continu­
ing Care Services). 

Current Year Allocation 

In the final allocation letter for the 1976-77 fiscal year dated August 13, 
1976, the counties were given instructions for use of the $10.5 million 
equity funds. The letter states that "Those counties planning to use the 
additional funds must reflect that intention in the September budget. 
Program expansion or new programs made possible through this augmen­
tation or redirection of existing funds should be in line with Department 
of Health priorities. They are (1) preventive services, (2) services to 
minorities, (3) services to children and (4) appropriate use of 24-hour 
acute hospital-based services." 
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In practice, the counties used the funds to cover higher than budgeted 
cost increases, increased malpractice costs, declining federal grants, exist­
ing program expansion and development of new programs in some in­
stances. It does not appear that the department is applying all pertinent 
sections of existing state law that relate to the allocation of funds and 
priorities for the use of such funds. 

We therefore recommend that the 42 counties scheduled to receive 
equity allocations tentatively identify their plans for the use of such funds 
and that the department submit the information to the fiscal committee 
by April 15, 1977. The information should also indicate how the proposed 
use of the funds correlates with existing law. 

Alternative Reimbursement Study Needed 

We recommend that the Department of Health submit a report to the 
Joint Legislative Budget Committee by November 1, 1977 on alternative 
methods of reimbursement for mental health services. 

Under current state law, mental health services are reimbursed at actual 
cost. In recent years, the actual cost provisions have contributed to some 
problems for local mental health programs. For example, if the budget 
includes a 6 percent cost-of-living factor and the actual cost to the counties 
for contracts with providers is in excess of that, programs must be reduced. 

The county is often forced to decide among providers and services 
where to cut or reduce a program. The providers, under actual cost, have 
little or no incentive to be cost-effective or to hold costs to the budgeted 
cost-of-living increase. 

The present method of reimbursing for services provided deserves 
study. Therefore, we recommend that the Department of Health, in con­
junction with the Conference of Local Mental Health Directors, study 
alternative methods of reimbursement. 

Slow Submission of Required Cost Reports and Final Budgets 

We recommend that counties comply with existing state law related to 
the timely submission of cost reports and final budgets. 

Section 5714 of the Welfare and Institutions Code requires claims for 
reimbursement to be submitted within 60 days after the close of the period 
for which the reimbursement is sought. A total of 25 counties had not' 
submitted their cost reports for the 1975-76 fiscal year as of January 10, 
1977. 

Section 5650 of the Welfare and Institutions Code requires the Board of 
Supervisors of each county to submit by March 15 of each year an annual 
Short-Doyle plan for the next fiscal year. The plan is to be compatible with 
the budget for the next fiscal year submitted by the Governor to the 
Legislature. Section 5703.1 requires the Department of Health to review 
and approve each county plan by May 15 of each year. If the amount 
subsequently appropriated in the Budget Act differs from the budget 
submitted by the Governor for such fiscal year, the county shall submit a 
revised plan as required by the department. 

The amount appropriated for local programs in the 1976 Budget Act 
differed substantially from the Governor's Budget as introduced. The final 
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allocations were given to the counties approximately three weeks late. 
The department· extended the original due date for submission of final 
budgets from September 1 to October 1, 1976. 

As of January 10, 1977, 10 counties and community programs had not 
submitted their revised final budgets for the 1976-77 fiscal year. 

The problem of late submission of cost reports and final budgets pre­
cludes adequate timely fiscal analysis ofthe mental health program. We I 

recommend that the counties comply with existing statutory require­
ments related to submission of cost reports and final budgets. 

Recommendations Not Submitted by Department (Chapter 1258. Statutes of 1975) 

We recommend that the Department of Health submit to the fiscal 
committees by April 15, 1977 its findings and recommendations for mental 
health services to jail inmates and juvenile detainees. 

Chapter 1258, Statutes of 1975,(AB 1228) directed the Department of 
Health to undertake a study in five or more counties to determine the 
extent to which the need for mental health services of mentally disordered 
jail inmates and juveniles in detention facilities is being met. Section 5403 
of the Welfare and Institutions Code further required that the department 
submit its findings and recommendations to the Legislature by March 1, 
1976. 

The department determined that a private contractor could best per­
form the study and draft the report. After development of a request for 
proposal and solicitation of bids, a contract for $94,630 was awarded to a 
private consulting firm on March 8, 1976. The study covered services in 
Fresno, Humboldt, Los Angeles, Santa Clara and Sonoma counties. A 676 
page report was submitted to the department in October 1976. 

To date, the department has not submitted its findings and recommen­
dations to the Legislature as the law requires. In early January, the depart­
rilent submitted the consultant's report to the Legislature. We understand 
from discussions with department staff that the department does not 
agree with all of the recommendations in the consultant's report. Submis­
sion of the consultant's report does not meet the requirements of state law. 

We believe that the department should report to the Legislature its 
findings and recommendations as the law requires. The report should be 
submitted to the fiscal committeeS by April 15, 1977. 

Identification of Drug Programs in the Mental Health Budget 

We recommend that the Department of Health identify and submit to 
the fiscal committees by April 15, 1977, a list of discrete drug programs in 
the mental health budget. 

Presently, funds for treating drug abusers or persons with drug use 
problems are available in both the local mental health and substance abuse 
programs. The reason for this is largely historical. 

The Substance Abuse program was established in 1973 to implement 
provisions of the Campbell-Moretti-Deukmejian Drug Abuse Act of 1972 
through the funding of comprehensive community-based programs for 
the prevention, treatment and rehabilitation of narcotic addicts and drug 
abusers. Local mental health programs were already providing some serv­
ices to persons with drug problems prior to the enactment of the legisla­
tion. 
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At the time the Substance Abuse program was established in 1973, no 
funds were transferred from local mental health programs to the newly 
established drug program. Additional General Fund support was pro­
vided. The proposed General Fund support for drug abuse programs in 
1977-78 is $11,528,872 in Item 246. 

We recently requested that local mental health program staff identify 
those providers in the mental health programs that primarily serve drug 
abusers. The department supplied a preliminary list of programs totaling 

. approximately $5.5 million General Fund in the current year. 
We believe that programs and providers that primarily serve drug abus­

ers should be budgeted in the same budget item and allocated and re-
, viewed as part of the Drug Abuse program. For example, some of the 

programs in local mental health are methadone maintenance which, in 
our opinion, should be in the drug abuse program, not the mental health 
program. 

The department states that if a. decision is made to transfer mental 
health funds expended on drug abusers to the Drug Abuse program, a 
procedure should be established similar to the one used to effect the 
transfer of alcohol funds from the mental health program to the newly 
established Office on Alcoholism. The procedure involves a clear identifi­
cation and definition of what constitutes a discrete drug abuse program. 

We recommend that the department take steps to identify discrete drug 
programs in the mental health budget and submit the list of sucH programs 
to the fiscal committees by April 15, 1977. 

Proposed Positions-Short-Doyle Medi-Cal 

The budget proposes the establishment of two Community Program 
Analyst III positions and one stenographer at a cost of $82,033 in Item 241, 
Department of Health support, to provide necessary staff to assure that all 
Short-Doyle Medi-Cal providers are in compliance with applicable provi­
sions of state and federal law. Presently, approximately four professionals 
arid two clerks work on the Short-Doyle Medi-Cal program and also have 
responsibility for state hospital compliance with Medi-Cal provisions. 

The additional staff will certify new providers, promulgate necessary 
guidelines and perform site visits and record audits for over 400 Short­
Doyle Medi-Cal providers. We recommend approval of the positions. 

Pilot Project on Short-Doyle Medi-Cal Consolidation 

We recommend that any pilot project on Short-Doyle Medi-CaJ consoli~ 
dation include all mental health services and funds available under the 
regular Medi-CaJ program. 

Under current state law, psychiatric health care services for Medi-Cal 
recipients are available through the Medi-Cal program and the Short­
Doyle program (Short-Doyle Medi-Cal). Each program has different cri­
teria, benefits and reimbursement allowances. Service limitations are 
much more restricted under regular Medi-Cal than under Short-Doyle 
Medi-Cal. 

The Department of Health and the Conference of Local Mental Health 
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Directors have been studying the feasibility and desirability of consolidat­
ing all Medi-Cal Mental Health services and funds in one system. There 
are many legal, programmatic and administrative problems that will have 
to be addressed before the pilot project can begin. 

In the current year, Short-Doyle Medi-Cal services are estimated to cost 
approximately $75 million ($29.3 million federal funds and $45.7 million 
General Fund) _ These funds are budgeted withiri the mental health ap­
propriation and used by the counties to provide services to Medi-Cal 
beneficiaries as part of the locally provided mental health program. 

In addition, there are other funds spent under the authority of the 
Medi-Cal program that are budgeted in the Medi-Cal item. The depart­
ment identified approximately $58 million. in Medi-Cal fee-for-service ex­
penditures in calendar year 1975 for claims involving a psychiatric 
diagnosis for inpatient hospital services, and psychiatrists and clinical psy-. 
chologists. 

The purpose of compiling the fiscal data was to identify the amount of 
Medi-Cal dollars that would be transferred to the participating counties 
if the Short-Doyle! Medi-Cal consolidation project ever becomes an actual­
ity. At the time we prepared this analysis, an attempt was being made to 
identify Medi-Cal dollars expended and utilization data for skilled nursing 
facilities (SNF) services, intermediate care facility (ICF) services, drugs, 
and lab-related costs. 

We understand that consideration is being given to establishing a pilot 
project that would consolidate all Medi-Cal funds except those funds for 
SNF, ICF and drug services. There are already existing problems with the 
overlap of the. two systems. Unless the pilot project tests the concept of 
consolidation of all Medi-Cal mental health funds in the Sh()rt-Doyle sys­
tem, we see no point in undertaking the effort. 

We recommeng. that any pilot project to consolidate Medi-Cal mental 
health funds include all mental health services and related funds available 
under the regular Medi-Cal program. 

Gross Program (all 
funds) .............. 

Federal Title XX 
Funds .............. 

Net Program (split 
901 10 between 
state and 

counties) 

County 10% Share 

State 90% Share .... 

Table 9 

Protective Living Services- . 
Cost of State Provided Services (CCSS) 

and County Provided Services (Opt-Out Counties) 
1976-77 and 1977-78 

Estimated 1976-77 ProiJO.sf!.d JJ71'!-:7~ 
CCSS Opt-Out CCSS Opt-Out 
State County State County 

Program Program Total Program Program Total 

$14,243,885 $1,633,565 $15,877,450 $15;73,260 $1,660,517 $16,933,777 

-7,415,728 -1,094,561 -8,510,289 -8,191,931 ":'1,094,561 -9,286,492 

$6,828,157 $539,004 $7,367,161 $7,081,329 $565,956 $7,647,285 

$682,816 $53,900 $736,716 $708,133 $56,596 $764,729 

$6,145,341 $485,104 $6,630,445 $6,373,196 $509,360 86,882,556 



498 / HEALTH AND WELFARE Items 244-245 and 247 

DEPARTMENT OF HEALTH-HEALTH TREATMENT DIVISION-Continued 

PROTECTIVE LIVING SERVICES 

The budget proposes a General Fund expenditure of $6,882,556 for 
providing protective living services to the mentally disabled for the 1977-
78 fiscal year which is $252,111, or 3.8 percent, more than is estimated to 
be expended during the current year. Total support, shown in Table 9, for 
this function is budgeted at $16,933,777 for the 1977-78 fiscal year, which 
is an increase of $1,056,327, or 6.7 percent, over the amount estimated to 
be expended during the current fiscal year. 

Protective living services may be provided either by county employed 
staff or by state staff. The opt-out column heading in Table 9 refers to the 
14 counties which perform this function with their own staff. The CCSS 
column in Table 9 is the cost of services provided by state employees in 
the Continuing Care Services Section under contract with the remaining 
counties who have not opted out. 

These services areavailable pursuant to state law and Title XX federal 
regulations under the Social Security Act. Section 10053.8 of the Welfare 
and Institutions Code provides that the Department of Health or the 
county may provide protective social services as follows: 

L To care for mentally disabled patients released from state hospitals. 
2. To prevent the unnecessary admissions of mentally disordered per­

sons to hospitals at public expense, and 
3. To facilitate the release of mentally disabled patients for whom hospi­

tal care is no longer the appropriate treatment. 
Services provided include individual, family and group counseling, case 

management, preplacement planning, continuing care following place­
ment, recruitment of placement resources, and counseling of persons in 
their own home or in out-of-home placement. The vast majority of clients 
served by this function are public assis.tance recipients such as Supplemen­
tal Security Income/State Supplementary Payment (SSI/SSP) recipients 
or individuals whose annual income does not exceed 80 percent of the 
California median income. 

Continuing Care Services Section 

There are two cost elements of the Continuing Care Services Section. 
The first part includes salaries and wages, staff benefits and operating 
expenses for the section. The second part is the funding of placing persons 
in facilities. Many of the persons are public assistance recipients. If a 
person receives an SSI/SSP grant, the cost of the grant is not reflected in 
this item. Rather the General Fund portion of grant cost is contained in 
the Department of Benefit Payments budget. In instances where persons 
do not qualify for a public assistance grant, the department may pay for 
the cost of placement in an appropriate facility. The placement funds are 
also used to supplement the basic assistance grant to purchase an enriched 
program. Table 10 identifies the number of personnel years and total 
expenditures by staff and placement for the Continuing Care Services 
Section in 1976-77 and 1977~78 fiscal years. 
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Table 10 

Continuing Care Services Section 
. Mentally Disabled 

Staff and Placement Expenditures 
1976-77 and 1977-78 

Personnel·years ................................................................................................. . 
Staff ..................................................................................................... , ............... . 
Placement ........................................................................................................... . 

Total ..................................................................................................................... . 

1976-77 
456.4 

$12,262,657 
1,981,228 

$14,243,885 

1977-78 
454.4 

$13,292,032 
1,981,228 

$15,273,260 

Budget narrative indicates that the 454.4 staff are located in 47 field 
offices and provide services to approximately 14,095 persons in the com­
munity. The location of the persons is as follows: 95 children are in residen­
tial treatment facilities, 2,000 persons live in small' family homes, 5,700 
persons live in other out-of-home residential care placements and 6,300 
clients reside in. their own homes. 

"Opt-out" Moratorium Lifted 

The general function of protective living services provided by the cur­
rent Continuing Care Services Section was established in 1946. At that 
time, it was part of the former Department of Mental Hygiene and pro­
vided services to persons released from state hospitals. Since then, it has 
been transferred" to various departments and became part of the present 
Department of Health on July 1, 1973. 

Starting July 1,1969, counties were permitted to "opt-but" of purchasing 
these services from the state and could instead provide them directly. 
Since that date, 14 counties opted-out and receive proportionate funds for 
the provisions of services in their county. As a condition of receiving the 
funds, the counties were required to employ the state employees who had 
previously been providing the service. In July 1974, a moratorium on any 
further opt-outs by counties was declared by the Department of Health. 

On January 5, 1977, the Department of Health announced that the 
moratorium on county operation of continuing care services was terminat­
ed. Guidelines and criteria to be met prior to opt-out were being devel­
oped at the time this analysis was written. The department has stated that 
no opt-outs will be authorized prior to July 1, 1977. 

Therefore, the amount of state, county and federal funds shown for the 
opt-out counties in Table 9 should be considered the minimum expendi­
ture that can be projected for 1977-78. As counties opt-out, the CCSS 
amount of funds and total personnel will decrease and the opt-out expend­

-iture will increase. 

STATE HOSPITALS FOR THE MENTALLY DISABLED 

The Department of Health operates six programs for the mentally disor­
dered (MD). The programs ate available at Atascadero, Camarillo, Metro­
politan, Napa, Patton and Stockton State Hospitals. The budget proposes 
total expenditures for state hospital services of $101,242,300 for the 1977-78 
fiscal year wnich is $9,213,556, or 10 percent, more than is estimated to be 
expended during the current year. Salary increase and TEC (Total 
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Equivalent Compensation) funds for the 1977-78 fiscal year for state hospi-
tal employees are contained in Items 379-381. ~ 

Implementation of 1973 Staffing Standards 

At the start of the current year, the state hospitals were staffed at 105 
percent of the 1968 staffing standards. The Legislature appropriated an 
additional $10 million in Item 287.1 of the 1976 Budget Act to implement 
the 1973 staffing standards or other standards designed to provide im­
proved levels of treatment and rehabilitation services to patients. The 
Governor reduced the item by $4 million and subsequently used the $6 
million to increase the staffing in the state hospitals from 105 percent to 
110 percent of the 1968 standards. On Decembelt8, 1976, a Section 28 letter 
was submitted to the Legislature indicating that after 30 days the Depart­
ment of Health was authorized to implement the1973 staffing standards. 
The first phase of the increased staffing was to be funded within salary 
savings in the current year. 

The actual and proposed position changes in the current and budget 
years for the hospitals serving the mentally disordered and judicially com­
mitted are as follows: 

1. 116 positions were added in the current year from. the funds in Item 
287.1. 

2. 353.1 positions were added in the current year for the first phase of 
the 1973 standards pursuant to the Section 28 letter submitted December 
8, 1976 to the Legislature. 

3. 114 positions have been reduced in the budget year to adjust for a 
projected population reduction. 

4. 88 positions are proposed to be added in the budget year for the 
second phase of the 1973 staffing standards. 

Population Reductions 

In March 1976, the Department of Finance submitted a budget amend­
ment request proposing that utilization of the state hospitals in 1976-77 be 
reduced where feasible. As part of the amendment request, the Depart­
ment of Health prepared two year-end population projections for the 
1976-77 fiscal year. The first projection was the estimated year-end popu­
lation on June 30, 1977 of 4,290 patients based on no management action 
taken to reduce the population. The second projection was the target 
year-end population on June 30, 1977 based on management action taken 
to reduce the population by 500 patients to 3,790 patients. The Legislature 
agreed with the effort to reduce the population. The amount of $3,102,500 
was shifted from state hospitals to the local programs to fund treatnient . 
of patients who otherwise would have been treated in the state hospitals. 

According to the Governor's Budget, it appears. that the target year-end 
population for the current year will be reached. There is also a further 
reduction of 175 patients projected by the end of June 28, 1978. The 
year-end populations for the 1975-76, 1976-77 and 1977-78 fiscal years are 
shown in Table 11. 
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Table 11 
Year-End Population Projections 

State Hospitals for the Mentally Disordered 
Excluding Judicially Committed Patients 

1975-76 through 1977-7&4ctual Estimated Projected 
6/30/76 6/29/77 6/28/78 

Atascadero .","""."." ...... '''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' 111 
Camarillo ".""".".," .. " ...... ","""""".,.".".""""." ..... ,,,,.,,.,,""" .. ".""."."". 1,258 
Metropolitan "."".""" ...... """."""""".".""."""""".",,.,",,.,"""",,.,,."'"'' 1,219 
Napa ""." .. " .. """" .. "" ........ """." ..... """.",, ..... ,,.,"",,.,,"" .. ".,"" .. " ..... ""." 1,468 
Patton ".""." .. "." .... " ........ "."""." .. ","" .......... ,'".""".".",,.,,"" .... """"",,.. 145 
Stockton """."".".""." ..... " .. ".""" .. "." .. " ....... "".,,, .. ,,",,.,, .. ;"",, .. ,,""" .. ".. 90 

Total " .. ".""".""" ........ "" .. "''''''''''''''''''''''.'''''''''''' .... :~ .. ''''''".""." .. ". 4,291 
Change from Prior Year """"."""".""." ... """"""" .. """,, ............. ,, ... ,, 

1,065 
920 

1,530 
155 
95 

3,765 
-526 

79 
906 
982 

1,302 
248 
73 

3,590 
-175 

The turnover of MD patients is high. The length of stay ranges from a 
72-hour admission to a 14-day or longer admission. The projected number 
of admissions is 21,574 for the current year and 18,982 for the budget year. 
Thus, the figures in Table 11 represent a population that turns over many 
times in one year. 

New Approach Proposed for Reducing Population 

At the start of the current year, the counties were told the amount of 
their local program allocation and their state hospital day allocation. The 
state hospital day allocation and the state hospital budget were built on the 
assumption that the counties would achieve the target year-end popula­
tion. 

For the 1977-78 fiscal year, the department has developed a new 
method of budgeting funds to achieve a population reduction. The $101,-
242,300 proposed for the 1977-78 fiscal year is sufficient to treat the July 
1, 1977 population of 3,765 for the entire fiscal year. 

In a letter to the counties dated January 17, 1977, the Department of 
Health restated its policy on county utilization of the state hospitals. Our 
understanding of the letter as it relates to the proposed 1977-78 budget is 
as follows: -

Counties will be allocated a number of days that would correspond to 
a daily population.of 3,765 for the year. If counties intend to divert patients 
from the state hospitals, they may submit a plan for such a diversion to the 
Department of Health. Upon approval of the plan, the county will be 
reimbursed the full variable cost for the number of days reduced, up to 
the maximum allowed in the plan. 

The budget projects a June 30,1978 population. of 3,590, which is 175 less 
than the June 29, 1977 estimated population. of 3,765. The number of 
positions associated with the gradual reduction of 175 patients over the 
course of the year is 114. The variable cost related to the incremental 
reduction over a 12-month period of 175 patients is $677,922. 

The department's proposed budget will permit counties to plan for 
reduced utilization of the state hospitals. A county may have difficulty in 
developing additional facilities or in locating sufficient appropriate facili­
ties for placements. In that situation, the county could utilize its entire 
state hospital day allocation. To the extent counties have difficulty in 
treating additional persons in the community, the projected June 28; 1978 
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population will not be reached. 

Proposed Positions-Food Service , 

We recommend approval of the budget proposal to establish 37 new 
positions at the state hospitals to provideincreased supervision in congre­
gate dining facilities. Table 12 lists the proposed staffing by hospital. 

Table 12 
State Hospitals 

Positions Requested for Increased Supervision 
of Dining Facilities 

Hospital 
Agnews .......................................................................... : ................................ . 
Atascadero ................................................................................................ : .... . 
Patton ........................................................................................................ ; ... .. 

Position's Requested 
24 Food Service Assistants I 
5 Food Service Assistants I 
8 Food Service Assistants I 

37 

If these positions are not approved, level-of-care treatment staff will 
have to be diverted to perform the function. The proposed positions are 
justified on a workload basis and we recommend their approval. 

ITEM 247-DEVELOPMENTAL DISABILITIES 

The Department of Health is responsible for administering those pro­
grams which provide services to individuals who are developmentally 
disabled (DD). State law defines a developmental disability as a disability 
originating before the age of 18, which continues, or can be expected to 
continue, indefinitely, and constitutes a substantial handicap for the indi­
vidual. Such disabilities may be attributable to mental retardation, cere­
bral palsy, epilepsy, or autism. 

Three major components are funded by this item: 
1. Regional centers located throughout the state which provide speci­

fied services~ including diagnosis, evaluation, referral and placement of 
developmentally disabled persons in appropriate public and private basic 
living and care facilities. 

2. Protective living and social services provided ~ither by the state or 
directly by those regional centers which have chosen not to participate in 
the state-operated program. 

3. State hospital programs which provide state-managed care, treat­
ment and life maintenance services at the request of the regional centers. 

The budget proposes an appropriation of $275,591,053 for support of the 
Developmental Disabilities program for the 1977-78 fiscal year. In addi­
tion, $2,036,896 is included in Item 253 for provider rate increases for a 
total proposed General Fund program expenditure of $277,627,949 which 
is $40,272,069, or 17 percent, over the amount estimated to be expended 
during the current fiscal year. 

Total support for the Developmental Disabilities program for the cur­
rent and budget years is shown in Table 13. The total funding level is 
proposed at $291,001,946 in the budget year which is an increase of 
$32,614,893, or 12.6 percent over the amount estimated to be expended 
during the current fiscal 'year. 
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Table 13 
Total Support for Developmental Disabilities Program 

1976-77 and 1977-78 

General Fund ................................................... . 
Federal Social Rehabilitation Service (SRS) 

Funds ......................................................... ... 
Federal Public Law 94-103 Funds ............... . 
Federal Title II Funds ..................................... . 
Family Repayments ......................................... . 
Program Development Fund ....................... . 

E$timated 
1976-77 

$237,355,880 

10,136,711 
1,831,827 
8,462,635 

600,000 

$258,387,053 
• Includes $2,036,896 for provider rate increases in Item 253. 

Proposed 
1977-78 Difference 

$277,627,949· $40,272,069 

10,147,596 +10,885 
2,626,401 +794,574 

-~,462,635 
-600,000 

600,000 +600,000 
$291,001,946 $32,614,893 

Percent 
Change 

+17% 

0 
+43.4 

-100 
-100 

+12,6% 

Table 14 shows the program elements by source of funding for the 
current and budget years. 

Table 14 
Developmentally Disabled Program 

Program Element!! by Source of Funding 
1976-77 and 1977-78 

Regional Centers 
General Fund ............................................... . 
Federal Title II ............................................. . 
Federal SRS (Social Rehabilitation Serv· 

ices) ............................................................. . 
Family Repayments ..................................... . 

Total ..................................................................... . 
Protective Living Services 

General Fund ................................................ . 
Federal Title II ............................................. . 
Federal SRS ................................................... . 

Total ..................................................................... . 
Special Treatment Program 

General Fund ............................................... . 
Total .................................................................... ;. 
Community Program Development 

General Fund ............................................... . 
Federal Public Law 94-103 ......................... . 
Federal SRS ................................................... . 
Prograin Development Fund ................... . 

Total ..................................................................... . 
Sta~e Hospitals . 

Total General Fund ..................................... . 
State Council 

Federal Public Law 94-103 ..................... : ... . 

Total ..................................................................... . 
Area Boardson D. Disabilities 

Federal Public Law 94-103 ......................... . 

Total ..................................................................... . 
Total General Fund ......................................... . 
Total Title II ..................................................... . 

Estimated 
1976-77 

$50,638,956 
7,802,664 

6,355,315 
600,000 

$65,396,935 

$3,696,519 
659,971 

3,286,396 

$7,642,886 

$1,600,000 

$1,600,000 

$475,927 
1,831,827 

495,000 

$2,802,754 

$180,944,478 

$237,355,880 
8,462,635 

Proposed 
1977-78 

$80,578,246 • 

6,673,081 ' 

$87,251,327 

$5,946,141 

3,474,515 

$9,420,656 

$1,600,000 

$1,600,000 

$1,007,981 

600,000 

$1,607,981 

$189,503,562 

$578,007 

$578,007 

$1,040,413 

$1,040,413 
$277,627,949 a 

Percent 
Difference Change 

$29,939,290 +59.1% 
-7,802,664 -100 

+317,766 +5 
-600,000 -100 

$21,854,392 +33.4% 

$2,249,622 +60.9% 
-659,971 -100 
+188,119 +5.7 

$1,777,770 +23.3% 

0% 

0% 

$-475,927 -100% 
-823,846 -45 
-495,000 -100 
+600,000 

$-1,194,773 -42.6% 

$+8,559,084 +4.7% 

$+578,007 

$578,007 

$1,040,413 

$1,040,413 
$40,272,069 +17% 
-8,462,635 -100 
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Total SRS ........................................................... . 
Total Public Law 94-103 ................................. . 
Family Repayments ......................................... . 
Program Development Fund ....................... . 

Total Program ................................................... . 

10,136,711 
1,831,827 

600,000 

$258,387,053 
• Includes $2,036,896 for provider rate increases in Item 253. 

10,147,596 +10,885 
2,626,401 + 794,574 

-600,000 
600,000 +600,000 

$291,001,946· $32,614,893 

+43.4 
-100 

+12.6% 

Significant fiscal and programmatic changes have occurred in the cur­
rent year and are further reflected in the budget year proposal. The 
changes include the following: 

1. Chapters 1364 to 1373, Statutes of 1976, (AB 3800 to AB 3809) which 
substantially revised state law related to the provisions of services to the 
developmentally disabled. 

2. Implementation of the 1973 staffing standards. The 1977-78 state 
hospital proposal includes 499.5 positions for the second increment of the 
standards. 

3. Regional centers received $7.8 million in Title II, Public Works Em­
ployment Act funds to support 6,019 additional cases. The 1977-78 regional 
center budget includes funds to support an additional 8,500 cases. 

4. The Protective Living Services function, carried out by the Continu­
ing Care Services Section, received $659,971 in Title II funds in the current 
year to establish 48.5 positions to handle increased caseload. The 1977-78 
budget proposes the establishment of 105 positions at a cost of $2,104,403 
to handle increased caseload, provi.de additional nursing consultation serv­
ices and develop community resources. 

STATE HOSPITALS FOR THE DEVELOPMENTALLY' DISABLED 

The Department of Health operates programs for the developmentally 
disabled at nine state hospitals. Admission to a state hqspital program is 
obtained only by referral from one of 21 statewide regional centers and 
is based on the determination that state hospital services are preferable 
to all alternatives. 

The budget proposes total expenditures for state hospital services of 
$189,503,562, which is $8,559,084, or 4.7 percent, over the estimated current 
year expenditure. Salary increases and TEC (Total Equivalent Compensa­
tion) funds for state hospital employees are contained in Items 379-381. 

Implementation of 1973 Staffing Standards 

The adoption of the 1973 staffing standards which we discussed earlier, 
applied to the hospitals for the developmentally disabled as well as the 
hospitals for the mentally disabled. 

The actual and proposed budget changes in the current .and budget 
years foT hospitals serving the developmentally disabled are as follows: 

1. 330 positions were added in the current year from funds in Item 287.1. 
2. 244.8 positions were added for the first phase of the 1973 standards 

pursuant to the Section 28 letter submitted December 8, 1976 to the 
Legislature. 

3. 335 positions have been reduced in the budget year to adjust for a 
projected population reduction. . 

4. 499.5 positions are proposed to be added in the budget year for the 
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second increment of the 1973 staffing standards. 

Population Reduction Projections 

In December 1975, the Superior Court of Los Angeles ordered that all 
mentally retarded patients judicially committed to a state hospital prior 
to January 1, 1976 must have their cases reviewed by a regional center to 
determine the propriety of continued commitment or placement in the 
community. The ruling, known as the Bisagna decision, applied to 2,300 
persons instate hospitals who had been committed from LA County. 

Chapter 1364, Statutes of 1976, (AB 3800) extended the Bisagna decision 
to an additional 3,300 persons who had been judicially committed to state 
hospitals ·from the remainder of the state prior to January 1, 1976. 

The budget indicates that the review of commitments wi~llead to some 
community releases and a higher population of regional center registered 
clients. However, individuals unable to provide safely for their own food, 
clothing and shelter will be retained in hospitals until appropriate shel­
tered placement can be found. 

The Governor's Budget projects a reduction of 505 patients in the 1977-
78 fiscal year. Table 15 shows the year end populations for the 1974-75, 
1975-76, 1976-77 and 1977-78 fiscal year. 

Table 15 

Year-End Population Projections 
State Hospitals for the Developmen,ally Disabled 

1974-75. 1975-76. 1976-77 and 1977-78 

Hospital 
Agnews ............................................................................ .. 
Camarillo ........................................................................ .. 
Napa ................................... ::, ........................................... . 
Patton .................................. : ............................................ . 
Fairview .......................................................................... .. 
Pacific .............................................................................. .. 
Porterville ....................................................................... . 
Sonoma ............................................................................. . 
Stockton ........................................................................... . 

Total ... : ................... : ..................................................... . 
Change froll) prior year ................................................ . 

Actual 
6/25/75 

888 
620 
400 
374 

1,696 
1,774 
1,755 
1,961 
6~ 

10,097 

REGIONAL CENTERS 

Actual 
6/30/76 

936 
587 
381 
314 

1,685 
1,726 
1,741 
1,942 

630 

9,942 
-155 

Estimated 
6/29/77 

997 
562 
381 
325 

1,689 
1,657 
1,720 
1,919 

636 

9,886 
-56 

Projected 
6/28/78 

1,030 
451 
303 
256 

1,620 
1,589 
1,663 
1,865 

604 

9,381 
-505 

By law, regional centers are the point of contact in the community for 
developmentally disabled persons and their families "to the end that such 
persons may have access to the facilities and services best suited to them 
throughout their lifetime." Currently, there are 21 centers under contract 
with the Department of Health. Regional centers must be operated by 
private nonprofit community agencies. 

This proposed General Fund support in the 1977-78 fiscal year is 
$80,578,246, which is $29,939,290, ot 59.1 percent over the current year 
estimated expenditure. The $80,578,246 consists of $78,541,350 funded by 
this item and $2,036,896 in Item 253. Item 253 contains funds for provider 
rate increases that would be transferred to identified programs upon the 
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order of the Department of Finance. The $2,036,896 is the cost of a 6-
percent provider rate increase. Total funding, all sources, as shown in 
Table 14, is proposed to be $87,251,327 in the budget year, which is an 
increase of $21,854,392, or 33.4 percent, over the estimated current year 
expenditure. 

Public Works Employment Act-Current Year 

On December 1, 1976, pursuant to the provisions of Section 28 of the 
Budget Act of 1976, the Department of Finance notified the Legislature 
of its approval of the Department of Health's plan for expenditure in the 
current year of $8,462,635 in funds available from Title II, Public Works 
Employment Act of 1976. The $8,462,635 request consisted of $7,802,664 for 

, regional centers and $659,971 for aftercare services. 
The Finance letter stated that recent estimates of case load growth 

projects an additional 6,019 new clients to be served beyond the amount 
budgeted. The Title II funds are being used by the centers to purchase 
services including diagnosis, counseling, workshop activities, out-of-home 
placement, physical and occupational therapy and day care. 

The current year budget included funds for 37,238 cases (34,480 existing 
cases plus 2,758 new cases). The Title II funds for 6,019 additional cases 
increased the estimated current year caseload to 43,257 (37,238 plus 6,0l9) . 

The budget indicates that the Department of Health projects a con­
tinuation of the trend of increased caseload and anticipates a net increase 
of 8,500 cases for 1977-78. Table 16 shows actual, estimated and projected 
cases for 1975-76, 1976-77 and 1977-78. 

Table 16 

Regional Centers Caseload 
1975-76 to 1977-78 

Actual 
1975-76 

Cases...................................................................................................... 34,480 
Change from prior year ................................................................ .. 

Estimated Projected 
1976-77 1977-78 

43,257 51,757 
+8,777 +8,500 

Budget narrative also states that the proposed $87 million budget in­
cludes $23.85 million from the General Fund to provide for the services 
to 8,500 new clients and the increased costs of clients added this year. 

Positions Requested for Increased Management 

The budget proposes the establishment of six positions in the Regional 
Centers Section consisting of two associate government program analysts, 
two staff services analysts, one auditor I and one stenographer. The posi­
tions are justified for a number of reasons and we recommend their. ap­
proval. The first reason is that newly enacted legislation, Chapter 1368, 
Statutes of 1976, (AB 3804) substantially revised the portion of state law 
related to contracting with regional centers. Chapter 1368 now requires 
that contracts between the governing boards of regional centers and the 
state shall include specific performance and reporting requirements rela­
tive to the responsibilities of regional centers. The provisions of Chapter 
1368 will require additional state staff to review regional center activities 
adequately. 
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Thesecond reason is that the use offunds by.regional centers must be 
more closely reviewed than in the past. At the time we received the 
Section. 28 letter related to funding 6,019 additional cases with $7.8 million 
in Title II funds, we questioned the Department of Health .as to its specific 
plans to allocate the funds. The department advised us that (1) priorities 
were being developed for services to be purchased with the additional 
funds and (2) steps were being initiated to insure that centers follow the 
priorities and expend the funds on a uniform basis statewide.' 

The current effort to develop priorities for the expenditure of funds 
should have occurred years ago. We are aware that there is resistance on 
the part of some regional centers to the establishment of priorities. 
However, we believe it imperative that priorities be established and that 
the regional centers be required to follow such priorities. The addition of 
six positions, combined with other changes in the fiscal reporting system, 
should provide the program managers of the regional centers with the 
necessary staff to monitor the regional centers' activities on a timely basis. 

Transfer of Patients Delayed-Regional Centers Priorities 

We recommend that the first priority of the regional centers should be 
to serve: (1) persons who have been identified as appropriate for transfer 
from the state hospital to the community and (2) persons in the commu­
nity who would be admitted to the state hospital without ini:erventio.n of 
the regional center. 

During budget hearings this past spring, the Department of Finance 
indicated that there was a need to reduce dependence on state hospital 
services when feasible in light of pending capital outlay decisions. The 
Department of Health identified approximately 225 persons in the state 
hospitals who were suitable for community placement. Necessary funding 
was included in the197~77 t;egional center budget to serve those persons. 

We were advised that movement of a number of those persons was 
delayed pending resolution of the current year regional center funding 
problem. State hospital services are generally more expensive'than com­
munity services. The cost of treating a person in the state hospitals will 
continue to increase as the 1973 staffing standards are phased in. 

We believe that the department erred in not directing the centers to 
provide necessary services to state hospital patients identified as appropri­
ate for community placement. Necessary funds were included in the 1976-
77 regional center budget to serve these persons. Therefore, we recom­
mend that the first priority of the regional centers should be to serve (1) 
persons who have been identified as appropriate for transfer from the 
state hospital to the community and (2) persons in the community who 
would be admitted to the state hospital without intervention of the re­
gional center. 

PROTECTIVE LIVING SERVICES 

The budget proposes the expenditure of $9,420,656 in state and federal 
funds for the provision of protective living services to the developmentally 
disabled. These funds support the costs of staff of the Continuing Care 
Services Section (CCSS). Table 17 shows the current and proposed level 
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of funding by source of funds. 

Table 17 

Protective Living Services 
Continuing Care Services Section 

1976-77 and 1977-78 

General Fund ..................................... " ...................... ... 
Federal-Title II ........................................................... . 
Federal-SRS ................................................................. . 

Estimated 
, 1976-77 

$3,696,519 
659,971 

3,286,396 

$7,642,886 

Proposed 
1977-78 
$5,946,141 

3,474,515 

$9,420,656 

Percel1t 
Differel1ce ch8l1ge 
$2,249,622 +60.9% 
-657,971 -100.0 
+188,119 +5.7 

$1,777,770 +23.3% 

The Continuing Care Services Section serves DD clients in 36 field 
offices located throughout the state. CCSS provides case management 
services to clients in out-of-home care. Also, placement and follow-up 
services are provided to persons who have been released from state hospi­
tals orwho might require state hospital care without CCSS intervention. 

Public Works Employment Act, Title II-Current Year 

In December 1976, pursuant to the provisions of Section 28 of the 
Budget Act of 1976, the Legislature was notified'of the Department of 
Finance's approval of the Department of Health proposal for expenditure 
of $8,462,635 in federal funds available from Title II, Public Works Employ­
ment Act of 1976. Of the $8,462,635, $659,971 was to fund 48.5 new positions 
consisting of five supervising psychiatric social workers, 31.5 psychiatric 
social workers and 12 clerk-typist lIs. 
, The positions were necessary to handle increased referrals of clients 

from the regional centers and to handle increased referrals of clients ready 
for discharge from the hospital and placement in the community. 

Budget Year-105 Proposed New Positions 

The proposed budget includes $2,104,403 for 105 new positions. The 
request consists of three parts as shown in Tahle 18. 

TAble 18 

Continuing Care Services Section 
Proposed New Positions 

1977-78 

Persol1l1el· 
Elemel1t Years 

Increase CCSS Caseload: 
Supervising Psychiatric Social Worker 1... ........ " ....... """"." ........................ ,,......... 10 
Psychiatric Social Worker ........................................ " ..... " ....... , ...................... " ... " .... " 62 
Clerk·Typist II" ... " ... " ............. " .......... " ............................ "" ....... "" ..... " .. ,,; ............. ,.... 24 

Total .... " ...... "." ...... " ................ " .... " ....... " ............................. " .......................... ""....... 96 
Nursing Consultation: 

Public Health Nurse ....... " ..... " ................. , ............. " ...... " ........... ".............................. 3 
Development Community Resources: 

Psychiatric Social Worker ............. " ........... " ................................ ".............................. 6 
Total Proposed Positions .. , ................................. " ........ " ............................................. ,.... 105 

Cost 

$1,898,242 

84,961 

121,200 

$2,104,403 
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The Governor's Budget indicates that during the current year, the pro­
jected caseload growth of the regional centers will be 8,777 cases. Of that 
amount, 18 percent, or approximately 1,580 cases, will be provided out-of­
home care services by CCSS. In the budget year, regional center caseload 
growth is expected to be 8,500 cases, of which 1,530 will be provided 
services by cess. The actual and estimated caseload growth for CCSS is 
shown in Table 19. 

Table 19 
CCSS-Caseload Projections 

Actual Estimated Projected 
197~76 1976-77 1977-78 

Cases.................................................................................................................... 8,100 9,680 11,210 
Change from prior year ................................................................................ + 1,580 + 1,530 

Of the 105 proposed new positions, 96 are requested for anticipated 
increased caseload. Of the 96 positions, 48.5 positions are requested to 
continue the 48.5 positions established in the current year with Title II 
Public Works Employment Act funds, and 47.5 new positions are request­
ed to handle the projected increase in CCSS caseload. The positions are 

'justified on the basis of the increased workload and we recommend ap-
proval. 

Three public health nurse positions are proposed at a cost of $84,961 in 
1977-78 to provide nursing consultation services in three sparsely covered 
areas of the state. Presently, services are provided by 15 nurse consultants 
in all areas of the state except the North Coast and Los Angeles areas. The 
establishment of the three positions will provide nursing consultation serv­
ices in the remaining areas of the state and we recommend approval of 
the positions. ' , 

Lastly, the budget proposes the establishment of six noncase-carrying 
psychiatric social workers at a cost of $121,200 in the budget year. Budget 
narrative states that the six proposed positions will provide a continuing 
assessment of community facility needs in service areas and will serve as 
resource people to local planners in the recruitment and development of 
new resources and services within the service areas. 

CCSS staff presently devote some of their time to development of com­
munity resources as part of their case-carrying responsibilities. None of the 
staff, however, is assigned full-time to develop community resources. 

We 'are withholding recommendation on the six proposed positions 
pending further review of the justification of the positions. From a policy 
perspective, we are not yet convinced that establishing six psychiatric 
social workers in the CCSS is the most effective utilization of resources to 
develop community programs.' 

SPECIAL TREATMENT "PATCH" PROGRAM 

The budget proposes General Fund expenditures of $1,600,000 in the 
budget year for the Special Treatment program. The amount proposed is 
identical to the current year estimated expenditure. 

The Special Treatment program, frequently called the "Patch" pro­
gram, provides for skilled nursing facilities to receive an additional $4.28 
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per patient day for providing a special rehabilitative program for the 
developmentally disabled. The $4.28 is paid in addition to the approximate 
$22 to.$25 per day the facility receives for the basic care of the patient 
under the Medi-Cal program. 

The $4.28 per patient day cost is shared evenly between the General 
Fund and federal funds. The estimated current and budget year expendi­
tures are shown in Table 20. Only the General Fund money is reflected 
in the funds budgeted in this item. 

Table 20 
Special Treatment Program 

Skilled Nursing Facilities 
Developmentally Disabled 

1975-76 through 1977-78 

General Fund .............................................................................. .. 
Federal funds ............................................................................... . 

Total ...................................................................................... .. 

Actual 
1975-76 
$726,758 

+726,758 

$1,453,516 

Estimated 
1976-77 
$1,600,000 

+1,600,000 

$3,200,000 

Proposed 
1977-78 

$1,600,000 
+1,600,000 

$3,200,000 

There are approximately 27 facilities that have qualified for the supple­
mental funding. Approximately 2,000 clients are receiving this enriched 
programming. 

COMMUNITY PROGRAM DEVELOPMENT 

We withhold recommendation on establishment of two positions 
proposed for program development activities pending further review . 
. The budget proposes the expenditure of $1,607,981 for community pro­

gram development and special projects in the budget year. The figure 
consists of (1) $1,007,981 in federal Public Law 94-103 funds available to 
develop programs as alternatives to institutionalization of the develop­
mentally disabled and (2) $600,000 from the newly established Program 
Development· Fund. 

Table 14 shows the estimated current year expenditure to be $2,802,754 
from all sources of funding. The current year and budget year data cannot 
be compared because the current year data includes funds for the area 
boards on developmental disabilities and the State Council on Develop­
mental Disabilities and the budget year data reflects their costs separately. 

The Program Development Fund was established by Chapter 1369, 
Statutes of 1976 (AB 3805). It provides that effective July 1, 1977, all 
Parental fees collected by the regional centers shall be deposited in a 
newly created Program Development Fund. The purposes' of the fund 
"shall be to provide resources needed to initiate new programs, consistent 
with approved priorities for program development in the state plan." The 
funds shall be .allocated by the Department of Health upon approval of the 
state council. 

Examples of programs that might be funded by the Program Develop­
ment Fund include a small group home or an apartment living project. 

. The funds normally cover start-up costs of a program such as staff, operat-
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ing expenses and equipment and are not used to purchase land or a 
building. 

The legislation also directed our office to review and comment on the 
utilization and effectiveness of the Program Development Fund during 
the annual budget hearings. The fund is not legally established until July 
1,1977. We have been advised by departmental staff that they are working 
on developing procedures and guidelines for allocation of the funds. 

Proposed New Positions for Program Development 

The budget proposes the establishment of two social service consultant 
II positions in the budget year at a cost of approximately $41,000 in Item 
241, Department of Health support. The department indicates that the 
positions are needed in order for the department to comply with legisla­
tion establishing the Program Development Fund and mandated program 
evaluation activities. We are withholding recommendation on the two 
requested positions pending further review of the activities and assign­
ments of the existing Program Development Section. 

STATE COUNCIL AND AREA BOARDS 

The budget proposes the expenditure in 1977-78 of $1,618,420 to support 
the area boards on developmental disabilities and the state council with 
funds available from federal Public Law 94-103. The amount consists of 
$578,007 for the State Developmental Disabilities Council and $1,040,413 
for the area boards on developinental disabilities as shown in Table 14. 

Recently enacted legislation substantially revised the law related to the 
duties and reponsibilities of the state council and the area boards. 

Under the provisions of Chapter 1365, Statutes of 1976, (AB 3801), the 
State Council on Developmental Disabilities shall be: 

1. The official designated agency for the purpose of allocating all federal 
funds under Public Law 94-103. 

2. Responsible for developing the California Developmental Disabili­
ties State Plan established by Chapter 1366, Statutes of 1976, (AB 3802). 

3. Responsible for monitoring and evaluating the implementation of 
the state plan and for reviewing and commenting on other plans and 
programs in the state affecting persons with developmental disabilities .. 

Chapter 1365 also provides that no more than 25 percent of the Public 
Law 94-103 funds received by the state in anyone year shall be spent by 
the state council for its operating costs. . 

Under the provisions of Chapter 1367, Statutes of 1976, (AB 3803) . the 
area. boards on developmental disabilities are responsible for: 

1. Protecting and advocating the rights of all persons in the area with 
developmental disabilities. 

2. Conducting public information programs for professional groups and 
the general public to eliminate barriers to social integration and employ­
ment, and participation of persons with developmental disabilities in all 
comrImnityactivities. 

3. Reviewing the policies and practices of publicly funded agencies that 
serve persons with developmental disabilities to determine if such pro­
grams are meeting their obligations under local, state and federal statute. 

Chapter 1367 stipulates that the state council shall allot no more than 
19-7i'i173 
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45 percent ciffederal Public Law 94-103 funds in anyone year to all area 
boards. 

Department of Health 

DIVISION OF $UBSTANCE ABUSE 
(Office of Narcotics and Drug Abuse) 

Item 246 from the General 
Fund. Budget p. 579 

Requested 1977-78 ......................................................................... . 
Estimated 1976-77 ........................................................................... . 
. Actual 1975-76 ................................................................................ .. 

Requested decrease $1,410,825 (10.9 percent) 
Total recommended reduction ................................................... . 

GENERAL PROGRAM STATEMENT 

$11,528,872 
. 12,939,697 

11,636,326 

None 

The Governor's Budget states that during 1977-78, the responsibilities 
and staff of the State Office of Narcotics and Drug Abuse (SONDA) will 
be merged into the Department of Health, Division of Substance Abuse. 
The proposed merger will be accomplished through a reorganization plan 
which will be submitted to the Legislature. The budget narrative indicates 
that, "This reorganization will integrate the staff and functions of SONDA 
and the substance abuse division and reduce the duplication of effort and 
overlapping responsibilities which now exist." 

The budget also proposes that 14.5 of the existing 16.5 positions budget­
ed for SONDA be transferred to the Department of Health. The director 
and assistant director positions presently in SONDA are not proposed for 
transfer. 

For the past three years, we have recommended that legislation be 
enacted abolishing the State Office of Narcotics and Drug Abuse and that 
its personnel and functions be transferred to the Department of Health. 
The Little Hoover Commission has also recommended that the two units 
be merged. Although we have not seen the reorganization plan, we rec­
ommend the merger of the two offices. 

Under. the reorganization plan the Department of Health will have 
responsibility for the administration of the state's Drug Treatment Act 
(Chapter 1255, Statutes of 1972). The care and treatment of narcotic and 
drug abusers is a responsibility shared by the state and counties. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
The total General Fund support for local drug programs and state ad­

ministration is projected to be $13,547,320 in the budget year, an increase 
of $607,623 or 4.7 percent over the estimated current year expenditure of 
$12,939,697. The $13,547,320 consists of $11,528,872 for local assistance in 
this item and $2,018,448 for state administration in Item 241, Department 
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of Health support. The total state and federal support for the current and 
budget years is shown in Table 1. 

Table 1 

Narcotics and Drug Abuse 
State and Federal Expenditures 

1976-77 and 1977-78 

Estimated Proposed 
197~77 1977-78 

Local Assistance (Item 246) 
General Fund ........ , ......................................... $10,876,294 $11,528,872 
Federal funds .................................................. + 12,560,430 + 14,223,421 

Total ................................................................ $23,436,724 $25,752,293 
State, Administration (Item 241) 

General Fund .................................................. $1,706,580 $1,720,534 
'Federal funds .................................................. 932,368 927,925 

Total ........................... .' .................................... ' $2,638,948 $2,648,459 
State Office of Narcotics and Drug Abuse 

(merged into DOH in Im-78 in Item 
241) 

General Fund .................................................. $356,823 $297,914 
Federal funds .................................................. 175,235 163,447 

Total. ............... ; ............................................... $532,058 $461,361 
Total General Fund ...................................... , ..... $12,939,697 $13,547,320 
Total Federal funds ........... : ................................. $13,668,033 , 15,314,793 

Total Expenditures ............................................ $26,607,730 $28,862,113 

Percent 
DilTerence change 

$+652,578 +6.0% 
+1,662,991 +13.2 

$2,315,569 +9.8% 

$13,954 +0.8% 
-4,443 -0.4 

$9,511 +0.3% 

$-58,909 -16.5% 
-11,788 -6.7 

$-70,697 -13.3% 
$607,623 +4.7% 

$+ 1,646,760 +12.0% 

$2,254,383 +8.5% 

The budget proposes a 6 percent cost increase for local programs of 
$652,578 in the budget yeliT. As shown above, the $652,578 cost increase is 
included in the $11,528;872 proposed for 1977-78 in Item 246. 

Marijuana Implllct Report -

Last year the Governor's Budget proposed that the Drug Abuse pro­
gram, be reduced by $1,500,000 as a result of the estimated impact of 
Chapter 248, Statutes of 1975, (SB 95) which substantially reduced penal~ 
ties for the possession of marijuana. The reduction was based on the as­
sumption that most apprehended marijuana users would no longer be 
diverted from the judicial system to local treatment programs. 

Chapter 248 was effective January 1, 1976. At the time the Legislature 
was reviewing the Governor's Budget, no data were available to support 
the prediction that the law would substantially reduce the need for treat­
ment of drug abusers. Thus, the Legislature decided to restore the $1,500,-
000 to the drug abuse appropriation. Supplemental budget language was 
also adopted directing the Department of Health and the Department of 
Justice to report to the Legislature by December 1, 1976; on the effects of . 
the legislation, reducing penalties for use of marijuana. . 

Our office was directed to include a review of the report in the 1977-78 
Analysis of the Budget Bill The report was not submitted as of the time 
this analysis was prepared. We will issue a supplemental analysis following 
receipt of the report for the budget hearings. 
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Department of Health 

CALIFORNIA MEDICAL ASSISTANCE PROGRAM (MEDI-CAL) 

Items 248, 249, 250 anq 251 , 
from the General Fund Budget p. 602 

Requested 1977-78 ......................................................................... $1,261,111,300 
Estimated 1976-77 ............................................................................ 1,090,435,691 
Actual 1975-76 .................................................................................. 902,~,044 

Requested increase $170,675,609 (15.7 percent) 
Total recommended reduction .................................................... Pending 

1977-78 FUNDING BY ITEM AND SOURCE 

Item 
248 
249 
250 
251 

Description 
Medical Care and Assistance 
Fiscal Intennediaries 
County Administration 
Hospital Cost Containment Law· 
suit 

Fund 
General 
General 
General 
General 

Amount 
$1,088,922,400 

24,399,100 
90,989,800 
56,800,000' 

$1,261,1ll,300 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. May Revised Estimates. Withhold recommendation pend­
ing review of the May revised caseload estimates and their 
impact on Medi-Cal program costs. 

2. Fiscal Intermediaries. Withhold recommendation pending 
receipt of workload data as part of May revised estimates. 

3. Fiscal Intermediaries. Recommend department imple­
ment BEOMB system which complies with federal re­
quirements. 

- 4. p,repaid Health Plans. Recommend that the Departments 
, of Health and Finance, in conjunction with the May re­
vised estimates, -provide the fiscal committees with infor­
mation which supports budget projections. 

5. General Fund Loans. Recommend that Department of 
Health institute measures which insure timely receipt of 
county funds owed Medi-Cal program. 

6. Delay in Payment of Rate Increases. Recommend action be 
taken to insure rate increases to Medi-Cal providers which 
are funded be paid effective July 1, 1977. -

7. Hospital Cost Appeals. Reduce Item 241 by $39,744 General 
Fund. -

8. MIO Contract Monitoring. Withhold recommendation on 
nine positions pending receipt of further information. 

- 9. Internal Security Unit-Reduce Item 241 by $70,020 General 
Fund. Recommend termination of 3.5 positions established 
in current year and denial of request for continuing posi-

Analysis 
page 

518 
523 
533 
526 

Analysis 
page 

518 

523 

524 

525 

526 

529 

530 

532 

532 
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tions in budget year. 
10. County Administration. Withhold recommendation on 533 

County Administrative Cost Control program pending re-
ceipt of additional data. 

11. Administration of Medi-Cal Program. Recommend crea- 535 
tion of separate department to administer Medi-Cal. .. 

GENERAL PROGRAM STATEMENT 

The California Medical Assistance program (Medi-Cal) is ajoint federal­
state program authorized by Title XIX of the Social Security Act. The 
program began on March 1, 1966 following the enactment of Chapter 4, 
Statutes of 1965, Second Extraordinary Session. 

The Medi-Cal program provides and pays for health care services to 
eligible persons who cannot pay the full cost of medical care. It provides 
medical assistance to families with dependent children, to aged, blind and 
disabled individuals, and to other residents whose income and resources 
are either insufficient to meet the cost of medical care or are so limited 
that full payment toward the cost of such care would jeopardize future 
minimum self-maintenance and security. 

Medi-Cal Reform Program 

The Medi-Cal Reform program (MRP) became effective October 1, 
1971, following the enactment of Chapter 577, Statutes of 1971. Under 
MRP, significant changes in the Medi-Calprogram were made in the areas 
of eligibility, scope of benefits and prior authorization, and county partici-
pation in program funding. . 

Eligibility was expanded to cover medically needy children and adults 
under age 65 who are not eligible for categorical welfare programs. This 
group, termed medically indigent, had been the responsibility of the indi­
vidual counties. 

There are now four groups of eligibles: (1) public a~sistance recipients 
receiving a cash grant; (2) medically needy only (MNO) persons who 
meet t~e requirements of one of the four welfare categories but who have 
sufficient funds to meet daily needs and therefore do not receive a cash 
grant payment; (3) medically indigent children under age 21 who reside 
with their families, who are medically needy on the basis of their income 
and resources; and (4) medically indigent adults ages 21 to 65 and 
ceremonially married persons under age 21 who are financially urtable to 
purchase necessary health care. . 

All eligible persons are entitled to receive Title XIX services provided 
by physicians, dentists, hospitals, nursing homes, and various other provid­
ers. Such services are provided according to a single schedule of benefits 
and lire subject to utilization controls determined to be appropriate by the 
Director of Health. Such controls include prior authorization, post service 
prepayment audit, post service postpayment audit, and limitations on the 
number of services. 



Table 1 

Medi·Cal Program Expenditures by Source of Fund 
1966-67 to 1977-78 

Percent Percent 
Fiscal Year Federal funds of total Coun(v funds of total General Fund 

1966-67 (16 Mos.)' ............................................................ $423,259,897 42.8% $248,551,734 25.1% $317,831,853 
1967-68 ................................................................................ 287,599,365 40.7 210,495,556 29.8 208,086,833 
1968-69 ............. ' ................................................................... 400,919,296 42.6 214,354,302 22.8 325,375,195 
1969-70 ....... : ........................................................................ 509,826,800 45.6 216,260,843 19.3 392,917,016 
1970-71 ................................................................................ 553,292,023 44.0 214,906,441 17.1 489,797,959 
1971-72 ................................................................................ 601,233,594 44.5 241,260,000 17.8 509,240,952 
1972-73 ................................................................................ 631,476,354 43.7 250,531,649 17.4 . 561,573,257 
1973-74 ................................................................................ 770,323,530 44.4 269,247,277 15.5 695,177,934 
1974-75 ................................................................................ 851,495,882 42.7 296,826,395 14.9 847,184,751 
1975-76 ................................................................................ 965,642,361 43.3 328,490,632 14.7 935,722,459 
1976-77 ..................................... ; ......................................... 1,134,183,871 42.7 363,199,422 13.6 1,161,7(17,001 
1977-78"' b .......................................................................... 1,322,258,242 42.5 399,519,300 12.9 1,386,944,331 
" Estimated expenditures based on Governor's Budget. 
b Includes transfers· from Item 253 for price and provider rate increases. 

Percent 
of Total Total program 

32.1% $989,643,484 
29.5 706,181,754 
34.6 940,648,793 
35.1 1,1l9,004,549 
38.9 1,257,996,423 
37.7 1,351,734,546 
38.9 1,443,581,260 
40.1 1,734,748,741 
42.4 1,995,507,028 
42.0 2,229,855,452 
43.7 2,659,090,294 
44.6 3,108,721,873 

UI -en 
....... 
::t: 
~ 

~ 
> ·z o 
~ 
t'l 

S = t'l 

.... 
@ 
fI> 

~ 
~ -



Items··248-251 HEALTH AND WELFARE / 517 

CALlF.ORNIA MEDICAL ASSISTANCE PROGRAM (MEDI·CAL)-Continued 

Funding of Medi·Cal under MRP 

County participation in the funding of Medi·Cal under MRP is specified 
in law and is adjusted each year by the percentage change in the modified 
assessed valuation for each county. Federal matching funds are available 
for all portions of the program except the costs for medically indigent 
adults which are shared by the state and the counties. County, federal and 
state funds are deposited in the Health Care Deposit Fund from which all 
payments for Medi·Cal program costs are made. 

Table 1 shows total Medi-Cal program expenditures by source of funds 
from the inception of the program. The proportion of General Fund 
support has increased substantially since the program's inception. In the 
1967-68 fiscal year the state provided 29.5 percent of the program funds 
whereas for the budget year it is projected that the state will provide 44.6 
percent. Conversely the proportion of county support has dropped from 
a high of 29.8 percent in 1967-68 to 12.9 percent projected in the 1977-78 
fiscal year. Federal participation has stayed constant through the years. 
'Table 2 shows growth in the Medi-Cal program since 1967-68 both by 

General Fund and total funds. The growth in General Fund support of the 
Medi-Cal Program has been consistant and substantial. Excluding two 
years when federal wage and price controls were in effect, the average 
percentage increase since the program's inception has been 25.1 percent. 
Increases of this magnitude will ultimately force the reduction of other 
programs or result in a future tax increase. As can be seen in Table 3, the 
Medi-Cal General Fund support is projected to be 11.7 percent of all the 
General Fund expenditures in the 1977-78 fiscal year. 

Table 2 

Growth of Medi·Cal Program 
1967~ to 1977-78 

Fiscal Year 
1967-68 ..................................................................... . 
1965-69 .................................................................... .. 
1969-70 ........................................................... ~ ......... . 
1970-71 ..................................................................... . 
1971-72 a ...................... , ......................................... : ••• 

1972-73· .................................................................. .. 
1973-74 ..................................................................... . 
1974-75 ..................................................................... . 
1975-76 ..................................................................... . 
1976-77 ..................................................................... . 
1977-78 ..................................................................... . 

Total Percent Increase (From 1967-68) ........ .. 
• Federal wage and price controls in effect. 

General 
Fund 
(fXJO) 

$208.1 
325.4 
392.9 
489.8 
509.2 
561.6 
695.2 
847.2 
935.7 

1,161.7 
1,386.9 

Percent 
increase 

from prior 
year 

NA 
+56.4% 
+20.7 
+24.7 
+4.0 

+10.3 
+23.8 
+21.9 
+10.4 
+24.2 
+19.4 

+560.5% 

Percent 
increase 

Total funds from prior 
(fXJO) year 
$706.2 NA 
940.6 +33.2% 

1,119.0 +19.0 
1,258.0 +12.4 
1,351.7 +7.4 
1,443.6 +6.8 
1,734.7 +20.2 
1,995.5 +15.0 
2,229.8 +11.7 
2,659.1 +19.3 
.3,108.7 +16.9 

+340.2% 
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Table 3 

Fiscal Year 

General Fund Medi·Cal Expenditures as Percentage 
of Total General Fund Expenditures 

1972-73 ......................................................... , ............................................................................................. ~ 
1973-74 ...................................................................................................................................................... .. 
1974-75 ...................................................................................................................................................... .. 
1975-76 ...................................................................................................................................................... .. 
1976-77 (est.) ........................................................................................................................................... .. 
1977-78 (est.) ........................................................................................................................................... . 

ANALYSIS AND RECOMMENDATIONS 

Percent. 
10.00% 
9.52 

10.15 
9.83 

10.67 
11.70 

We withhold recommendation pending receipt and review of the May 
revised caseload estimates to determine their impact on Medi-Cal pro­
gram cost and caseload. 

The budget proposes direct General Fund support for the Medi-Cal 
program in the amount of $1,310,460,600. This is an increase of $220,024,-
909, or 20.2 percent, more than the amount estimated to be expended in 
the current year. These amounts include the appropriations contained in 

Table 4 
Total Medi·Cal Costs by Type of Service 

Percentage 
Increase 

HEALTH BENEFITS Actual Estimated Budgeted From 
1975-76 1976-77 1977-78 1977-78 

Professional Services ........................ $485,475,828 $622,460,600 $745,232,200 +19.7% 
Prescription Drugs .......................... 129,349,989 147,987,900 173,427,100 +17.2 
Hospital Inpatient ............................ 677,570,885 789,589,200 919,313,200 b +16.4 
Nursing Homes and Intermediate 

Care ............................................ 369,712,756 428,115,000 506,802,300 +18.4 
State Hospitals .................................. 100,065,048 101,500,000 119,000,000 +17.2 

. Other Services .................................. 26,143,473 30,601,600 37,029,200 +20.9 
Prepaid Health Plans ...................... 90,570,816 75,689,200 85,300,300 +12.7 
Pilot Projects: 

On Lok ............................................ 291,000 335,500 +15.3 
Redwood ........................................ 18,291,341 21,778,000 48,073,300 +120.6 
San Joaquin .................................... 69,000 NA 
CDS .................................................. 78,127,086 102,223,500 115,034,400 +12.5 

Short·Doyle ........................................ 35,059,924 75,054,300 79,557,500 +5.9 
Title XVIII B Buy·In ...................... 44,384,709 47,341,100 50,261,300 +5.9 
Child Health Disability Preven-

, tion Program .............................. 3,913,655 7,283,748 +87.2 
Adjustments' .................................... 3,482,133 9,365,074 NA 

Totals, Health Benefits ................ $2,058,302,988 $2,455,910,129 $2,886,650,048 +17.5%· 
ADMINISTRATION 

State Support: 
Department of Benefit Pay-

ments .................................. $3,560,000 $5,333,260 $5,695,415 +6.8% 
Department of Health ............ 29,673,120 38,294,905 42,000,910 +9.7 

Fiscal Intermediary ...................... 36,143,831 41,435,300 45,183,600 +9.0 
County Administration ................ 102,082,463 118,116,700 129,191,900 +9A 

Totals, Administration ............ $171,459,414 $203,180,165 $222,071,825 +9.3 
TOTALS, MEDI-CAL .................... $9,229,762,402 $2,659,090,294 $3,108,721,873 +16.9% 
• Includes audit adjustments, abatements, prorata charges, lawsuits and Board of Control Claims. 
b Includes Hospital Cost Containment Lawsuit. ' . 
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Items 248, 249, 250, and 251 as well as the prorated amount for Medi-Cal 
rate increases from Item 253. Excluded are General Fund transfers from 
other items which also support the Medi-Cal program. Total General Fund 
support for Medi-Cal is shown in Table 7. 

In addition to General Fund support, the budget shows other funds 
(federal and county) to bring total program expenditures to $3,108,721,~ 
873. This is an increase of $449,631,579, or 16.9 percent, above the total 
expenditures estimated for the current year. Table 4 shows total Medi-~al 
costs by type of service alid by type of administrative cost. 

Table 5 shows the average monthly Medi-Cal caseload as presented in 
the Governor's Budget. Total caseload is estimated to increase by 4.2 
percent in the 'current year and by 2.7 percent in the budget year. 

Table 5 
) 

Average Monthly Medi-Cal Caseload 

197~76 1976-77 
Actual Estimated 

TOTALS (Medi;Cal) .............................................................. 2,627,683 2,738,900 
PUBLIC ASSISTANCE ......................................................... . 2,179,622 2,219,000 

Aged .... : ...................... ; ........................................................... . 342,566 335,800 
Blind ....................................................................................... . 13,394 16,500 
Disabled ................................................................................ .. 322,579 341,400 
Families ......................... !.. .................................................... .. 1,501,083 1,525,300 

MEDICALLY NEEDY' ....................................................... . 201,943 246,700 

Aged ...................................................................................... .. 53,678 55,100 
Blind ...................................................................................... .. 762 600 
Disabled ................................................................................ .. 15,154 16,200 
Families ........................................................ : ........................ . 132,349 174,800 

MEDICALLY INDIGENT ................................................... . 234,843 273,200 b 

Children ............................................................................... . 65,565 73,700 
Adult .................................................................................... .. 169,278 199,500 

OTHER (renal dialysis, refugees, etc.) ............................ .. 11,275 

1977-78 
Eshmated 
2,811,400 
2,228,800 

340,800 
18,800 

365,600 
1,503,600 

275,000 

53,400 
400 

16,700 
204,500 
307,600 b 

80,000 
227,600 

• Includes Medically Needy, Long-Term and Refused Grant. 
b Includes estimated caseload increase resulting from Medi·Cal Eligibility Simplification System (MESS). 

1976-77 Fiscal Year Budget 

A review of the Governor's Budget for current year Medi-Cal expendi­
tures shows that five deficiency appropriations are proposed totaling $37,-
570,142 from the General Fund. These result from: (1) budgeting fiscal 
intermediary services at 75 percent federal reimbursement while it now 
appears that such services will receive only 50 percent federal reimburse­
ment ($6,590,200); (2) the anticipation of a negotiated settlement of a long 
standing lawsuit between San Diego County and the Department of 
Health concerning San Diego's county contribution to the Medi-Cal pro­
gram ($7,546,091); (3) additional funds necessary for hospital reimburse­
ment charges as a result of a successful lawsuit brought by the California 
Hospital Association against the department's hospital cost containment 
program ($16,114;700). This lawsuit'and its implications are fully discussed 
on page 526 of the Analysis; and (4) various unbudgeted costincreases in 
the medical care and services portion of the program ($7,319,151). 
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The estimated deficiencies in the program for the current year are 
partiallybffset by proposed General Fund savings of $9,768,000. Current 
year savings are primarily due to an unexpended balance of the appropria­
tion made by Chapter 1207, Statutes of 1976, (AB 4242) for physician rate 
increases. 

Table 6 summarizes the reconciliation with appropriations fOJ; General 
Fund support of the Medi-Cal program for fiscal years 1975-76, 197&-77 
and 1977-78. 

Table 6 
Direct State Support for Medi·Cal 

(General FundI 

1975-76 1976-77 1977-78 
Budgeted Actual Estimated 

Budget Act Appropriation (Medical Assistance 
Program) .............................................................. flfn,553,211 $863,796,500 $1,088,922,400 

Budget Act Appropriation (Fiscal Intermediary) 17,588,689 17,284,800 24,399,100 
Budget Act Appropriation (County Administra-

tion) ........................................................................ 66,390,918 82,823,700 90,989,800 
Budget Act Appropriation (Rate Increases) ........ 57,043,500 46,646,549 49,349,300 
Budget Act Appropriation (Hospital Cost Con-

tainment Lawsuit) ............................................. . 56,800,000 
Chapter 1207, Statutes ofl976 (Physician Serv-

ices) ...................... ; ................................................ . 51,953,000 
Chapter 1202, Statutes of 1976 (Nursing Assist-

ants) ....................... : ............................................... . 1,138,000 
Chapter 1236, Statutes of 1976 (Developmentally 

Disabled) ............................................................. . 61,000 
Chapter 903, Statutes of 1975 (San Joaquin Foun-

dation) ................................................................... . 69,000 
Chapter 958, Statutes of 1975 (Medi-Cal Den-

tures) ..................................................................... . 2,000,000 
Allocation from Emergency Fund ......................... . 9,118,611 
Proposed Deficiency Appropriation (Fiscal In-

termediary) ......................................................... . 5,090,200 
Proposed Deficiency Appropriation (San Diego 

Lawsuit) ............................................................... . 7,546,091 
Proposed Deficiency Appropriation (Hospital 

Cost Containment Lawsuit) ............. ; ............. . 16,114,700 
Proposed Deficiency Appropriation (Medical As-

sistance Program) ............................................. . 7,319,151 
. Prior Year Balances Available .. ;; ............................. . 430,000 430,000 

Totals Available ....................................................... . $920,193,929 $1,100,203,691 $1,310,460,600 
Balance Available in Subsequent Years ............... . -430,000 
Unexpended Balance, Estimated Savings ........... . -17,480,885 -9,768,000 

Totals, Expenditures ............................................. . $902,283,044 . $1,090,435,691 $1,310,460,600 

1977-78 Fiscal Year 
Items 248, 249,250 and 251 and provider rate increases from Item 253 

propose General Fund support for the Medi-Cal program in the budget 
year of $1,310,460,600, which is an increase of $220,024,909, or 20.2 percent, 
above the current year estimate. These items, however, do not constitute 
the entire General Fund support for the Medi-Cal program. Excluded are 
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transfers ftoin other programs andthe admiIiistrative support for Medi" 
Cal in the Departments of Health and Benefit Payments. As shown in 
Table 7, when these amounts are added, total General Fund support for 
the Medi-Cal program. is proposed at $1,386,944,331, or 19.4 percent, above 
currE)nt year estimates. 

Table 7 

Total State Support for Medi-Cal 
(General Fund) 

1976-77 and 1977-78 

Appropriations from General Fund (direct support) ............. . 
Transfer from Department of Health-Administration ........... . 
Transfer from local mental health ................................................. . 
Transfer from alcoholism program ............................................... . 
Transfer from developmental disabilities program ................... . 
Transfer from Department of Benefit Payments ..................... . 
Transfer froni child health disability program .......................... .. 

Total,.State Funds ......................................................................... . 

Budget Assumptions for 1977-78 

1976-77 
Estimated 

$1,090,435,691 
17,761,962 
46,421,500 

920,100 
1,550,800 
1,826,628 
1,303,413 

$1,161,220,094 

1977-78 
Budgeted 

$1,310,460,600 
19,988,099 
49,215,000 

300,000 
1,680,000 
3,018,568 
2,282,064 

$1,386,944,331 

Following isa summary of our comments regarding the assumptions 
utilized by the Departments' of Health and Finance in preparing the 
1977-78 budget for the Medi-Cal program. These assumptions are listed on 
pages 602 and 603 of the Governor's Budget. The italicized phrases corre­
spond to the assumptions listed in the Governor's Budget. 

1. The Prepaid Health Program will have an overall average monthly 
enrollment of 183,pOO for fiscal year 1977-78. At the time this analysis is 
written the basis for this assumption is questionable. Federal legislation 
(PL 94-460) which became effective on October 8,1976, is anticipated to 
have a far reaching effect on the PHP program. This legislation requires 
PHPs to meet specific criteria as a condition of federal financial participa­
tion. It is estimated that only a small number of the 26 existing PHPs will 
be able to meet such criteria as they are presently constituted. Therefore, 
the average monthly enrollment in the budget year is contingent upon the 
ability of existing plans to meet federal qualification or reconstitute as a 
qualified plan. 

More information is necessary to evaluate this program along with the 
May revised estimates. 

2. County Administration Cost Containment implemented in July 1976 
will be continued throughout the 1977-78 fiscal year. This is a logical 
assumption . and one we would support. A complete discussion of the 
county cost containment program is found on page 533 of the Analysis. 

3. The County of San Diego vs. Vandegrlft lawsuit Wl1l be settled by 
stipulated judgment between the county and the state. -Although final 
settlement has not been resolved, a deficiency appropriation which is 
,estimated at $7,546,091 will be requested. This appears to be a valid as­
sumption. We have been informed by the Department of Health and the 
Attorney General that a settlement in this case will be forthcoming. The 
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proposed deficiency is for the current year and will be handled by sepa­
rate legislation once a final settlement has been agreed to. 

4. County participation in the cost of the program as prescribed by 
Section 14150 of the Welfare and Institutions Code, will increase by 10 
percent over the 197~771evel due to estimated increases in the counties' 
modified assessed value. This is a reasonable assumption regarding growth 
in assessed valuation. This will increase county participation from $363,-
199,422 in the 1976-77 fiscal year to $399,519,300 in the budget year. 

5. The Medi-Cal Program estimate reflects no change in provider rates 
for 1977-78. Adjustments to rates will be in accordance wit/1 the funding 
reflected in Item 253. Funding for rate increases for all programs admin­
istered by the Department of Health is contained in Item 253. Of the 
$52,611,649 contained in that item, $49,349,300 is proposed to be trans­
ferred to the Medi-Cal program. A full discussion of the budget year rate 
increase proposal is found in our analysis of It~m 253 .. 

6. Fifty percent Federal financial participation will be received in 1977-
78 for EDP claims payment costs. This is a reasonable assumption in light 
of the fact that for the past two fiscal years (1975-76 and 1976-77) the 
appropriation for the fiscal intermediaries has had to be augmented by 
deficiency appropriations because the initial appropriations assumed 75 
percent federal funding. Such funding is available if states will comply 
with specific federal regulations. California has not complied with the 
regulations as discussed hereafter and therefore federal funding has been 
limited to 50 percent participation. The proposed 1977-78 appropriation 
for fiscal intermediary services recognizes reality. 

7. The budget reflects a current year General Fund cost of the Califor­
nia Hospital Association vs. Obledo lawsuit. The estimate of retroactive 
payments to those hospitals which have received tentative cost settle­
ments and payments for December 1976 andJanuary 1977 actual costs are 
$4,9(J(J,000 General Fund. A proposed deficiency appropriation of$16,114,-
7oo is reflected within the Medical Assistance Program to reimburse hospi­
tals without applying cost containment from February 1 to June 30, 1977 
in the event that the state 50 request for a stay pending appeal is denied. 
If the state is not successful in requesting a stay. . . and fails in its at­
tempt to implement an alternative cost containment system, an increase 
of $56,800,000 will be required in 1977-78. This expenditure is reflected in 
Item 251. This assumption, together with its implications, is discussed in 
our analysis of Item 251 on page 526. 

Administration of the Medi-Cal Program 

Under the supervision of the Secretary for Health and Welfare, the 
Departments of Health and Benefit Payments are responsible for the 
administration of the Medi-Cal program. County welfare or public health 
departments, subject to the supervision and regulations of the Depart­
ment of Health, are responsible for receiving and processing applications 
for Medi-Cal eligibility for the medically needy and medically indigent. 
Effective January 1, 1974, California. contracted with the federal govern­
ment to perform Medi-Cal eligibility determination for aged, blind and 
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disabled recipients under the SSI/SSP program. . 
After eligibility has been determined, all provider Claims are processed 

by the fiscal interqtediaries-Blue Cross North, Blue Cross South, and Blue 
Shield-which have joined together to form the Medi-Clli Intermediary 
Operations (MIO) organization. 

Table 8 shows total administrative costs for the Medi-Cal program for 
fiscal years 1975-76, 197~77 and 1977-78. 

Table 8 

Estimated Total Medi-Cal Cost for Administration 
From the Health Care Deposit Fund 

Administrative support for: 
Department of Health ....................................... . 
Department of Benefit Payments .................. .. 

Total State ........................................................ .. 
Fiscal Intermediary ................................................ .. 
County Administration .......................................... .. 

Total ................................................................... . 

State Administration (Item 241) 

1975-76 
Actual 

$31,410,870 
3,560,000 

$34,970,870 
36,143,831 

102,082,463 
$173,197,164 

1976-77 
Estimated 

$38,294,905 
5,333,260 

$43,628,165 
41,435,300 

118,116;700 

$203,180,165 

1977-78 
Budgeted· 

$42,000,910 
5,695,415 

$47,696,325 
45,183,600 

129,191,900 

$222,071,825 

The budget proposes total administrative support for Medi-Cal related 
activities in the Department of Health of $42,000,910. Of this amount, 
$19,989,099 is from the General Fund. The total amount is $3,706,005, or 
9.7 percent, above the amount estimated to be expended in the current 
year. The amount shown in Table 8 as administrative support for the 
Department of Benefit Payments is discussed under Item 261. . 

Fiscal Intermediaries (Item 249) 

We withhold recommendation pending receipt of workload data as part 
of the May revised estimates. 

At the inception of the Medi-Cal program, three fiscal intermediaries, 
Blue Cross North, Blue Cross South and Blue Shield, acting under separate 
contracts, processed and paid all claims submitted by providers of service 
to Medi-Cal eligibles. In 1972 the three intermediaries joined togeth~r in 
an organization called Medi-Cal Intermediary Operations (MIO) for the 
purpose of processing Medi-Cal claims. All claims under the' regular f~e­
for-service Medi-Cal program are processed by MIO. 

Current Year Estimate for Fiscal Intermediaries 

The Governor's Budget proposes a deficiency appropriation of $5,090,-
200 from the General Fund for the support of the fiscal intermediaries in 
the 197~77 fiscal year. This deficiency appropriation is necessary because 
federal participation in the funding of the costs of claims processing is not 
being increased from 50 percent to 75 percent as had been assumed when 
the 1976-77 budget was passed, Separate legislative hearings on this sub­
ject will be held following the introduction of the deficiency appropriation 
hill. 



5~", / HEALTH AND WELFARE Items.248-251 

CALIFORNIA MEDICAL ASSISTANCE PROGRAM (MEDI-CALI-Continued 
I 

Budget Year Estimate !or Fiscal Intermediaries 

We recommend that the department develop a Berieficiary Explanation 
of Medical Benefits (BEOMB) system which complies with federal re­

. quirements. 
The budget proposes total support for the support of the fiscal inter­

mediaries of $45,183,600. This is an increase of $3,748,300, or 9.0 percent, 
above the current year amount. The General Fund amount is proposed to 
increase from $22,375,000 to $24,399,100, or 9.0 percent. These comparisons 
include the proposed deficiency appropriation in the curr~nt year. 

The deficiency appropriation of $5,090,200 for 1976-77, and a $4.6 million 
deficiency appropriation in 1975-76, are the result of having based the 
budget for fiscal intermediary services on the assumption that federal 
financial participation would be 75 percent of total costs for such services. 
The 1977-78 budget for fiscal intermediary services is based on the as­
sumption that federal participation will continue at the 50 percent level. 

Federal funding, however, has remained at 50 percent because the state 
has not fully complied with the provision of Public Law.92-603 (HR 1) 
which provides an. additional 25 percent federal participation if states will 
institute the Beneficiary Explanation of Medical Benefits (BEOMB) pro­
gram. The BEOMB program is an attempt to detect provider fraud· or 
misuse in the Medicaid program by having a statement mailed to each 
recipient after a medical service has been provided and the provider 
reimbursed for such service. In effect, the state has an option of complying 
or not complying with a specific provision of federal law. Noncompliance 
will result in a General Fund cost for the 1977-78 fiscal year of approxi­
mately $5 million. Noncompliance has already cost the General Fund 
approximately $9.6 million. . 

The administration has chosen not to implement the BEOMB program 
based on its belief that such a program constitutes a potential invasion of 
privacy and is in conflict with statutes relative to the confidentiality of 
medical records. The BEOMB statement would be enclosed in the enve­
lope containing the Medi"Cal eligibility cards which are sent to each eligi­
ble individual or family on the first of each month. As an example, the 
envelope containing a family's eligibility cards for the month of April 
would contain a statement of services provided in January. The statement 
would contain the name of the provider, date of service, fee charged and 
amount paid for each service provided to each family member. . 

The administration states it has pursued alternatives to the BEOMB 
program, but federal officials have to date refused to permit additional 
funding because the letter of the law has not been complied with. 

The concern expressed by the administration in regard to confidential­
ity is that a member of a family may receive medical care, such as an 
abortion or psychiatric treatment, and not wish other members of the. 
family to know. 

There may be some types of medical care received by family members 
which should not be included on a statement. On the other hand, provider 
fraud has been extensively reported nationally during the past year. The 
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BEOMB program is intended to curtail such abuse. It seems to us that the 
department, with direction from the Governor's Office, should more ac­
tively pursue the development of a system which would conform to fed­
er:al requirements. 

An annual General Fund cost of $5 million seeins a high price to pay for 
this issue. We recommend the department develop a BEOMB system that 
complies with federal requirements or report to the fiscal committees why 
an automated reporting system cannot be developed which might exclude 
specific procedures and still meet federal requirements. 

Workload for the fiscal intermediaries is determined by the number of 
claims processed in a fiscal year. The budget document does not contain 
workload data for the intermediaries. Such data should be part of the May 

\ revised estimates package. Therefore, we are withholding recommenda­
\ tion on the funding of this item until such data are received and evaluated. 

Prepaid Health Plans (PHPs, 

We recommend that the Departments of Health and Finance, in con­
junction with the May revised estimates, provide the fiscal committees 
with detailed information relative to the program budget projections for 
the Prepaid Health program. 

A prepaid health plan (PHP) is any association of providers of medical 
and health services who agree with the Department of Health to furnish 
such services to Medi-Cal beneficiaries on a predetermined periodic rate 
basis. Statutes adopted in 1971 encouraged the administrators of Medi-Cal;. 
to the extent feasible, to provide health care to Medi-Cal recipients 
through a system of Prepaid Health Plans. 

In the past year, the PHP program has been subject of much contro­
versy, with close scrutiny being given to it by state and federal officials, 
the Legislature, the press and others. As a result, some plans have gone 
out of business and others have not had their contracts renewed. 

In addition, federal legislation effective October 8, 1976, (Public Law 
94-460) requires all PHPs to be federally designated as health mainte­
nance organizations by the renewal date of their contract or October 8, . 
1977 whichever occurs first. Because the new federal requirements are 
substantially different from previous requirements, it is anticipated that 
most existing PHPs will be ineligible for federal funding as they are pres­
ently constituted. It is hoped that such plans will reconstitute and be 
deemed federally eligible, but the extent to which this will take place is 
unknown at this time. 

Neither the Department of Health nor the Department of Finance is 
able to provide documentation for the proposed level of support for the 
PHP program which appears in the Governor's Budget. Total expendi­
tures for the program of $89,636,880 are projected for 1977-78. 

Because of the uncertainty surrounding the program and the lack of 
data to justify proposed expenditures, we recommend that the Depart­
ments of Health and Finance present data to the fiscal committees in 
conjunction with the May revised estimates which will clearly identify the 
level at which the PHP program should be supported. 
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Hospital Cost Containment Lawsuit (Item 251) 

The budget proposes an appropriation of $56,BOO,OOO to be transferred 
to the Medi-Cal program in the event that the state is unsuccessful in its 
appeal of the judgment issued by U.S. District Court in the California 
Hospital Association vs. Obledo et al. lawsuit. In addition, the budget 
proposes a deficiency appropriation of $16,114,700 from the General Fund 
in the current year for this same purpose. 

Since July 1, 1975, the Department of Health, pursuant to a waiver 
granted by the U.S. Department of Health, Education, and Welfare, has 
reimbursed hospitals for inpatient services provided to Medi-Cal recipi­
ents on the basis of a fixed percentage increase from the prior year. This 
plan was imposed in an effort to contain hospital costs which, prior to July 
1, 1975, had been reimbursed on the basis of "reasonable" (actual) cost. 

The California Hospital Association (CHA) challenged the depart­
ment's cost containment program in U.S. District Court, which found in 
CHA's favor on November 11, 1976. The court's judgment held that the 
amendments to Title 22 of the California Administrative Code which 
implemented cost containment were invalid. In addition, the judgment 
enjoined the U.S. Department of Health, Education, and Welfare from 
approving any amendment to the California State Plan which imposes a 
set percentage limit on the amount of cost increases sustained by hospitals. 

The state has appealed the court's decision, but it is estimated that the 
appeal process can take up to two years before a final decision is obtained. 
The Department of Health has therefore requested a stay of judgment 
pending appeal and anticipates a decision 'on the stay by February of 1977. 
The Attorney General has advised the department to comply with the 
judgment pending a decision on the application for a stay. This includes 
making adjustment payments to hospitals which have received cost settle­
ments. General Fund expenditures of $4,900,000 in budgeted current year 
funds have been expended for this purpose. 
, If the stay pending appeal is denied, the Department of Health will be 

required to continue to reimburse at "reasonable" (actual) cost without 
cost containment from February 1 to June 30, 1977. Such costs are estimat­
ed to be $16,114,700 and a current year deficiency appropriation from the 
General Bund in this amount is proposed for this contingency. 

If the state is not successful in obtaining a stay of judgment pending 
appeal and fails in its attempt to implement an alternative cost contain­
ment program, an increase of $56,BOO,OOO is estimated to be required in 
1977-78. Item 251 of the Budget Bill proposes an appropriation of this 
amount to be transferred to the Medi-Cal program in the event of this 
contingency. 

General Fund Loans 

We recommend that the Department of Health institute measures 
which assure the more timely receipt of county funds owed to the Medi-
Cal program. " 

The Medi-Cal Reform program (MRP) specified the amount of each 
county's participation in the funding for the costs of the entire Medi-Cal 
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program in the 1971-72 base year. These base year amounts are adjusted 
by the percentage change in modified assessed value for each county, in 
subsequent years. County shares in the funding of the program have 
grown from $241,260,000 in the base year to an estimated $399,519,300 in 
the budget year. The law requires that counties pay their shares to the 
state on a monthly basis. 

In the past, counties that operate county hospitals have not forwarded 
their shares to the state in a timely manner. Payments due to the counties 
for servIces provided to Medi-Cal beneficiaries were used to offset the 
amounts owed to the state, but many counties were nevertheless unable 
to offset their entire shares on a monthly basis and became delinquent in 
the amounts owed to the state. Consequently, it became necessary to use 
state and federal funds to pay a portion of the counties' share of all ;Medi­
Cal program costs. Language in the 1974 Budget Act prohibited the use 
of General Fund appropriations for this purpose. Presently, the Health 
Care Deposit Fund borrows funds from the General Fund in order to pay 
Medi-Cal program costs. . 

Delay in the advancement of federal funds required an increase inthe 
amount of the loans from the General Fund. However, this problem has 
been significantly reduced by the development of a more accurate 
method for estimating the needed advance of federal funds. 

During the 1974-75 fiscal year a maximum loan of $100 million was 
authorized. Of that amount, $98 million was borrowed and no repayment 
was made in that fiscal year. The loan was repaid in the 1975-76 fiscal year. 
Loans not to exceed $134 million were authorized for the 1975-76 fiscal 
year. 

The total county shares for the 1975-76 fiscal year were $328.5 million. 
The total monthly share of this annual amount averaged $27.4 million. If, 
for example, this $27.4 million was going to be received a month after the 
<iue date, the Health Care Deposit Fund would obtain a $27.4 million loan 
from the General Fund for one month in order to pay costs owed to 
Medi-Cal providers. Table 9 indicates that the period of county share 
delinquency during the 1975-76 fiscal year often averaged two to three 
months. Althoug):l the delinquency period was reduced to less than two 
months at the end of the 1975-76 fiscal year when the loan balance was 
$46.7 million, the remaining balance owed to the General Fund was not 
paid until five months into the 197&-77 fiscal year. .. 

When there is a loan from the General Fund to the Health Care Deposit 
Fund the state loses the interest it would have otherwise earned if the 
borrowed funds had been invested rather than expended in order to pay 
Medi-Calproviders. We estimate that the state General Fund has lost $9.9 
million in interest since the-1974-75 fiscal year due to this procedure. 
However, it should be noted that county shares received by the Health 
Care Deposit Fund do accrue interest until these funds are expended for 
Medi-Cal program costs. Because these funds are expended soon after 
receipt, however, the accrued interest is minor in comparison to the lost 
General Fund interest. 
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Table 9 

Health Care Deposit Fund' 
Loans from General Fund 

1975-76 and 1976-77 
(Millions) 

Amount 
JlOlllh Borrowed 

July ·1975 u •• u •••••••••••••••••••••••••••••••••••••••••••••••• ; ••••••••••••••••••••••••••••••••••••••• 

August ................................................................................................. . 
September ............ ; ............................................................................ . 
.october ................................................................................................ $15.2 
November ............................................................................................ 33.6 
December ............................................................................................ 28.2 
January 1976........................................................................................ 65.0 
February ............................................ :................................................. 22.4 
March.................................................................................................... 13.0 
April...................................................................................................... 30.0 
May........................................................................................................ 5.1 
June ...................................................................................................... BO.l 
July 1976 ............................................................................................. . 
August .................................................................................................. 19.6 
September .......................................................................................... 24.6 
October ...................... ,......................................................................... 7.1 
November ............................•........................................................... :... 40.9 
December ......................................................................... u.................. 35.8 

Amount 
Repaid Balance 

-
$15.2 
48.8 
77.0 

$47.9 94.1 
13.7 102.8 
8.3 107.5 

41.7 95.8 
46.3 54.6 
88.0 46.7 

46.7 
11.7" 54.6 
8.3" 70.9 
5.7" 72.3 

72.3" 40.9 
40.9 35.8 

" Indicates an amount repaid for a 1975-76 loan. $21.0 million of the $72.3 million repaid in November 1976 
was for a 1975-76 loan. 

The issue of timely payment is one which has ·affected both the depart­
ment and the counties. In the past, there have been instances where there 
were delays in payment from the department to the counties for Medi-Cal 
services and other programs, such as Short-Doyle. In order to reduce the 
delays by both the department and the counties, the department has 
increasingly used the practice of offsetting the amount owed to a county 
for services provided against the county's share due the Health Care 
Deposit Fund. Although the data in Table 9 indicates a reduction in the 
delinquency period for the last few months, it is uncertain whether this 
will continue. Therefore, we recommend that the department develop 
and establish a fiscal system which will assure the timely receipt of county 
funds pursuant to law. 

Provider Rate Increases for Medi-Cal (from Item 253) 

The Governor's Budget proposes to grant all non physician providers of 
health care services in the Medi-Cal program a 6 percent increase in the 
rates they receive from the program. Item 253 contains $49,349,300 from 
the General Fund for this purpose. Table 10 details the General Fund 
amounts for rate increases by the various service categories in the Medi­
Cal program. 

In addition to the General Fund amount contained in Item 253, $37,966,-
300 in federal matching funds is estimated to be generated which will 
make a total of $87,315,600 available to nonphysician Medi-Cal providers 
for rate increases. 

Item 253 proposes to give all non physician Medi-Cal providers except 
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Table 10 
Proposed 1977-78 Rate Increases for Medi-Cal Providers 

(General Fund) 

Service Category 
Professional 

~~h:;i::cii~~i':::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
County Outpatient. .............................................................................. . 
Community Outpatient.. .................................................... L, ............. . 

Drugs ........................................................................................................... . 
Hospital Inpatient. .................................................................................... . 

Coimty Inpatient ................................................................................. . 
Community Inpatient. ........................................................................ . 

Skilled Nursing Facilities (SNF) and Intermediate Care Facilities 
(ICF) ................................................................................................... . 

SNF ......................................................................................................... . 
ICF .... ; ................................................................................. , .................. '" 

Other Ser.vices ........................................................................................... . 
Home Health ......................................................................................... . 
Medical Transporllition ....................................................................... . 
Other ....................................................................................................... . 

Dental. ...................................................................................................... '" 

Pi~!:~~:J~~.:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
On Lok ................................................................................................... . 

Prepaid Health Plans ............................................................................... . 
Total.. ........................................ ~~ ................................................•......... 

Amount 

$2,779,100 
1,242,200 
3,177,200 

6,076,300 
11,755,200 

13,421,600 
354,500 

58,500 
440,800 
459,200 

2,612,800 
9,500 

Subtotai 

$7,198,500 

2,012,500 
17,831,500 

13,776,100 

'958,500 

3,535,700 
1,622,300 

2,414,200 

$49,349,300 

hospitals a 6 percent increase in rates. For hospital inpatient providers the 
increase in Item 253 is proposed at 7.7 percent. This is the amount 
proposed under the department's hospital cost containment program. 
This program wasfound to be invalid by a federal court in November 1976, 
and unless the state is successful in having this decision reversed, hospitals 
will be reimbursed at actual costs. The budget contains funds. for this, 
contingency in Item 251. A full discussion of Item 251 is found on page 526 
of the Analysis. , ,,' 

The budget proposes no rate increase for physicians because of the 
substantial increase provided during the current year. Effective Septem­
ber 22,1976, as the.result of the enactment of Chapter 1207, Statutes of 
1976, (AB 4242) physician providers in the Medi-Cal program were grant­
ed rate increases averaging 19.7 percent at an estimated total current year 
cost of $51,759,200, $29,689,077 of which is from the General Fund. The 
full-year cost of this increase has been incorporated into the 1977-78; 
budget base at a total cost of $91,500,000. 

Delay in Payment of Rate Increases 

We recommend that appropriate legislative and/oradministrative ac­
tion be taken to insure that rate increases to Medi-Cal providers which are 
Funded in the Budget Act be paid to such providers effective July 1, 1977. 

The Budget Act of 1976, and previous Budget Acts, appropriated fU.nds 
which were to be used for the purpose of increasing the rates paid by the 
state to medical providers of service in the Medi-Cal program. The 
amounts included in the various Budget Acts were arrived at on the basis 
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of a full-year cost of the rate increase. 
The law specifies, however, that rate increases may not be granted until 

regulations are formulated, after public hearings, and are promulgated by 
the Department of Health. This has led to substantial delay in the time 
between the passage of the Budget Act and the effective date of the rate 
increase. For example, rate increases for numerous providers funded by 
the Budget Act of 1976 were not effective until November 1, 1976 due to 
the lengthy regulation process. This results in providers receiving a rate 
increase for less than a full fiscal year with the unexpended funds which 
had been budgeted for rate increases reverting to the General Fund at the 
end of the year. 

At the time this Analysis is written, it is not entirely clear whether this 
problem can be solved by appropriate Budget Act language or if separate 
legislation and/or administrative action is necessary. This should be cor­
rected and, therefore, we recommend that appropriate legislative and/or 
administrative action be taken to insure that rate increases become effec­
tive July 1, 1977, when the funds appropriated by the Budget Act become 
availabl~ for expenditure. 

Proposed Staffing Changes 

The Governor's Budget proposes several staffing changes for the Medi­
Cal program. All involve positions which were added administratively 
during the current year and are proposed to continue in the budget year. 

These proposed changes are discussed together with our recommenda­
tions in the following three sections. 

1. Medi-Cal Benefit. Addition of one consulting pharmacist III in the 
Medi-Cal Benefits Section. We recommend approval of this position. 

This position was added during the current year and is proposed to 
continue in the budget year. The position was added to take full advantage 
of the savings potential of the Medi-Cal Maximum Allowable Ingredient 
Cost (MAIC) program. This program was established for the purpose of 
minimizing inappropriate expenditures for pharmaceuticals by setting 
price ceilings for the ingredient cost of drugs provided to Medi-Cal recipi­
ents. 

Because the MAIC program can lead to savings in the Medi-Cal pro­
gram if constantly updated, we feel that this position is justified on a 
cost-effectiveness basis. 

2. Position Transfer. Tranfer of 62 positions from Medi-Cal Field Serv­
ices Section to Facilities Licensing Section. We recommend approval of 
this transfer. 

This internal transfer would effect a recommendation made by our 
office and others and will result in more efficient coordination of patient 
and quality review with respect to skilled nursing facilities and intermedi­
ate care facilities. 

3 .. Hospital Cost Appeals. Addition of three positions in the Fiscal Inter, 
mediary Section for hospital cost appeals. 

We1epommend deletion of three positions for current year savings of 
$48,115 ($25,982 General Fund) and budget year savings of $72, 731 ($39,-
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774 General Fund) in Item 24l. 
A total of three positions, one staff services manager II, one associate 

governm~nt program analyst, and one senior clerk typist, were added· 
during the current year and are proposed to be continued in the budget 
year. The justification for these positions was the establishment of an 
appeals procedure in the department whereby hospitals could appeal the 
10 percent cost containment regulations established by the department in 
an effort to reduce hospital costs. 
. These regulations and the cost containment program were found to be 
invalid by a federal court on November 11, 1976. Although the state has 
appealed this decision, the appeals process could take up to two years. A 
full discussion of the hospital cost containment lawsuit is found on page 
526 of the Analysis. 

The origInal justification for the establishment of the three positions 
und~rdiscussion no longer exists as a result of the lawsuit. We therefore 
recommend that they be terminated immediately for the current and 
budget year savings listed above. 

Public Works Employment Act of 1976 

The budget proposes the establishment in the current year of 57.5 Medi­
Cal related positions which will be supported in part by federal funds 
available from the Public Works Employment Act of 1976, Title II. These 
positions are proposed to continue in the budget year, but with Title II 
funds replaced by General Fund support. A total of $265,299 in Title II 
funds is proposed for expenditure in the current year. The full-year cost 
to the General Fund for the support of these positions in the budget year 
is estimated to be $501,782. 

These positions together with our recommendations are discussed in the 
following three sections. 

, . .1. Review Unit. Establishment of a Surveillance and Utilization Review 
UI~Jt (SUR) in the Field Services Section of the Medi-Cal Division (45 
positions). We recommend approval of these positions. 

During the current year a Surveillance and Utilization Review Uhit 
consisting of 45 various positions was adminisratively established at an 
estimated cost of $644,640. Of this amount, $161,116 is from Title II of the 
Public Works Employment Act (PWEA) and the remainder is from other' 
federal funds. The budget proposes to continue this unit in the 1977-78 
fiscal year at an estimated cost of $1,185,715. Title II funds, however, will 
be replaced by $310,241 from the General Fund and the balance will 
continue to be federally funded. . 

The purpose of SUR is to identify and resolve Medi-Cal program abuse 
and misutilization which is not resolved by existing controls. SUR will 
absorb the current drug monitoring function and expand review activities 
iIlto the areas of inpatient and outpatient hospitals, physician services, 
podiatry, psychology, optometry, laboratory services and dentistry. 

The supporting documents submitted with this proposal lead us to be­
lieve that this function is desirable and can have a positive effect on 
controlling the growing costs of the Medi-Cal program. We are therefore 
recommending approval of these positions even though General Fund 

.. .f 
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support will replace Title II funds. 
2~ MID Contract Monitoring. Establishment of 9 positions in the Fiscal· 

Intermediary Section to monitor the state's contract with Medi-Cal Inter­
mediary Operations (MIO). 

We withhold recommendation on nine positions pending (1) receipt 
and review of the report of the state audit currently being perforrnedwith· 
respect to fiscal intermediary operations and (2) additional informatiOiJ 
!Tom the department with respect to the effectiveness of the positions 
which were administratively established during the curreiJt year. 

During the current year, nine positions were administratively estab­
lished for the purpose of monitoring the claims processing contract 
between the state and the fiscal intermediaries. Estimated expenditures 
for this purpose in the current year are $117,219, $63,298 of which is from 
Title II PWEA. The budget proposes to continue these positions in the 
1977-78 fiscal year at a total full-year cost of $225,038. General Fund sup­
port in the budget year of $121,521 will replace the Title II funds. 

While it may be desirable to more closely monitor and manage the 
contract between the state and the fiscal intermediaries, we are withhold­
ing recommendation on these positions for the budget year pending re­
ceipt of further information. There is currently under wayan audit of the 
subcontractor of the fiscal intermediaries. We anticipate that this audit 
will be completed and a report issued by the end of February 1977. This 
audit report may bear directly on the issue of contract monitoring. Addi­
tionally, we feel that the department should submit further justification 
for the continuance of these positions based on the current year perform­
ance of the administratively added positions. 

3. Security Unit. The establishment of an internal security unit inthe 
director's office (3.5 positions). . .. 

We recommend that the 3.5 positions established administratively dur, 
ing the current year be terminated and that the proposal to continue these 
positions in the budget year be denied for a General Fund savings of 
$70,020. . 

The department has administratively established during the current 
year three Special Investigator and.5 clerk-typist positions at an estimated 
current year cost of $54,513 to function as an Internal Security Unit in the 
Office of the Director. Of the current year funding, an estimated $40,885 
is to come from Title II PWEA. For the budget year, Title II funds are to 
be replaced by $70,020 from the General Fund. 

The stated purpose of the Internal Security Unit is the "detection and 
deterrence of illegal or questionable activities resulting in financial losses 
such as theft, identification and prevention of conflicts of interest, identifi~ 
cation and prosecution of employee wrongdoers, such as patient abus~, 
etc., in Department of Health and Medi-Cal related operations." 

The creation of such a unit presupposes that a number of employees of 
the department are engaged in the activities listed above. An ongoing 
activity of any agency of the state is to insure that its employees .act in a 
humane and lawful manner. Admittedly, the Department of Health has 
recently had serious problems in the state hospitals concerning patient 
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abuse. The appropriate response to this, however, is the institution of 
administrative and man!lgement changes to prevent its future occurence 
and not the creation of a special unit in the director's office. 

There are available to the department sufficient resourCeS in state gov­
ernment'to accomplish the stated goals of the Internal Security Unit. In 
aqdition to the department's own auditors and investigators, there are 
audit units in the Department of Finance and investigative services avail­
able. from the Attorney General, as well as the State Police to protect 
property. \ 

We fail to see any justification for the establishment of an Internal 
Security Unit in the director's office of the Department of Health. There­
fore,. we recommend that any positions established during the current 
year for this purpose be terminated and that the request to continue such 
positions in the budget year be denied. This will result in budget year 

, savings of $93,361 of which $70,020 is from the General Fund. 

Implementation of the Medi·Cal County Administration Cost Containment ,Plan 

We withhold recommendation on the County Administration Cost Con­
tainment program pending receipt of additional data from the Depart­
ment of Health. 

The Budget proposes an expenditure of $90.9 million from the General 
Fund for county administration of the Medi-Cal program. Federal match­
ing funds are $38.3 million for eligibility determination costs for the medi­
cally needy and medically indigent children under 21 which are shared 
50-50 between the federal government and the state. The medically indi-

, . gent adult eligibility costs are 100 percent state funded. . 
The administration has expressed its concern over the rapid growth of 

county administrative costs for the Medi-Cal program and stated that 
action is necessary to' bring these costs under control and would be given 
high priority and be implemented as soon as possible. However, during 
the hearings on the 1975 Budget Act, it WaS evident that the administration 
had done very little to control administrative costs. Therefore, the Legisla­
ture included budget language to insure action by the administration in 
this area for the 1975-76 fiscal year. Table 11 indicates that the increase 
in costs has averaged approximately 28.1percent annually since 1972. 

Table 11 
General Fund Expenditures 

for Medi·Cal County Administration 
(Millions) 

Fiscal Year Jledi-Cal Program 
1972-73.......................................................................................................................... $27.6 
197a.:.74.......................................................................................................................... 40.9 
197~75 ................................ : ...................................................................................... :.. 62.7 
1975-76.......................................................................................................................... 71.6 
1976-77 ........................................ ,; ............................................................. ,.................. 82.8 
1977-78.......................................................................................................................... 90.9 

Percent 
Increase 

48.2% 
53.1 
14.2 
15,6 
9.6 

The basic plan 'for cost ~ontrol of Medi-Cat county administration con­
tains four parts: (1) the development and continued improvement of a' 
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Management Information System (MIS) that will provide needed.infor" 
mation to both state and county personnel for the purpose of effectively 
reviewing their respective programs; (2) a joint effort on the part of the 
state and counties in the area of the review and simplification of Medi-Cal 
eligibility rules and procedures; (3) the establishment of management 
review teams to go out into the counties to identify both efficient and poor 
procedures and system and disseminate this type ofinformation to other 
counties; (4) minimum workload and performance standards for eligibili-, 
ty / nonservice functions and overhead / support functions. . 

These two sub-parts to component (4) require additional explanation. 
Eligibility / non-service functions are measured by hours per major activ­
ity. Major activities are a combination of "dispositions"-approvals, deni­
als, and other dispositions of applications for Medi-Cal and "certified 
eligibles"; those persons certified to receive a Medi~Cal card for a given 
month. The counties were then divided into three groups (large, medium 
and small) and ranked by hours per major activity. Simple statistical 
means were calculated for each group and those counties· more than 20 
percent above the means were considered out of tolerance. As a mini­
mum, large and medium counties that are out of tolerance will be re­
quired to reduce their hours per major activity by 10 percent, or to the 
tolerance band, whichever is less. 

Support Costs 

The Medi-Cal cost control plan utilizes ratios of support costs per dollar 
of eligibility staff costs to rank the counties in the area of overhead/ 
support costs. A 5 percent tolerance band above the mean was adopted 
by the Department of Health. Counties out of tolerance are required to 
reduce their ratio of support costs per dollar of eligibility staff costs by a 
minimum of 10 percent, or to the tolerance band, whichever is less. 

This fourth component employs minimum standards of county perform­
ance in order to control county costs. The funds allocated to each county 
in 1976-77 for administration of Medi-Cal are based, In part, on estimated 
cost savings derived from implementation of the minimum standards. 

County allocations are also based on projected changes in workload. 
Therefore, workload performance will be monitored, and adjustments to 
individual county allocations will be made when it is necessary. If the 
workload within a county is lower than anticipated, the county's allocation 
will be adjusted to reflect that lower level. If workload within a county is 
greater than projected, the county's allocation will be increased accord­
ingly with the funds derived from the adjustments to other cOUIity alloca­
tions. 

If workload growth exceeds statewide projections, the Department of 
Health shall request adequate funding from the appropriate control agen­
cies in the normal budget process in December and May of each year. The 
department shall also notify the counties of its findings. However, when 
it appears that workload or expenditures may exceed departmental pro­
jections, the counties will continue to make every effort to keep' their 
expenditures within the allocations and limits established under this plan. 



Items24~251 HEALTH AND WELFARE / 535 

The final aspect of the allocation formula is cost-of-living salary increases 
for county ~mployees. The Department of Health will reimburse counties 
for their actualper-countycost.:of-living increases which do not exceed a 
maximurnof 6 percent per county. 
, 1'here ha:ve heen delays in the implementation of the other components 
of the' Medi-Cal county administration cost containment plan. Data from 
a Management Information System which will provide a basis for evaluat­
inga county's progress in reaching minimum support and eligibility 
workerperfonnance levels is not available; Preliminary data has been 
collected by the management review teams which have the responsibility 
of identifying both efficient and poor procedures and then disseminating 
this information to the various counties. Although the Department of 
Health does not have sufficient data which would allow an evaluation of 
each component of the cost plan at this time, the data which are available 
for the first quarter of 1976-77 suggests that county expenditures for the 
state will be within the amount budgeted for the current year. 

Creation of Single Department to Administer Medi-Cal 

,We recommendthat those administrative elements in the Departments 
of Health 'and Benefit Payments which support the California Medical 
Assistance program (Medi-Cal) be removed from those departmlmts and 
that a separate department within the Health and Welfare Agency be 
created to administer the Medi-Cal program. 

The Governor's Reorganization Plan No.1 of 1970 proposed the creation 
of a single unified Department of Health by combining the then existing 
Departments of Public Health, Mental Hygiene, and Health Care Services 
together with selected health related programs contained in other depart-. 
ments, Until that time the Medi-Cal program was administered by' the 
Department of Health Care Services. The plan was initially to be imple­
mented by July 1,1971. However, the Legislature on twa occasions enact­
ed statutes which delayed implementation of the plan until July 1, 1973. 

Chapter 1212, Statutes of 1973, created the Department of Benefit Pay­
ments W'hich began operation on July 1, 1974. Certain functions relative 
to health auditing and the administration of the Health Care Deposit Fund 
(whiCh supports the Medi-Cal program) were transferred from the De­
partment of Health to the Department of Benefit Payments. 

Thus, the administration of the Medi-Cal program is currently divided 
between the Departments of Health and Benefit Payments. 

We were in support of the Governor's Reorganization Plan because we 
believed that one centralized department could more efficiently adminis­
ter a wide range of health programs and hopefully eliminate duplication 
of effort between separate departments. 

For a variety of reasons the department has been unable to fulfill this 
promise, leading us to reassess our position relative to a single Department 
of Health. The Medi-Cal program, which currently expends over two­
thirds of the total Department of Health budget is a sufficiently large 
operation which merits a separate departmental structure with a full-time 
director and staff working exclusively on the administration of the pr()­
gram. 
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Although this would result in two health-related departments, we be­
lieve the benefits of such restructuring would be twofold. First, it would 
permit the full attention of the new department to be focused on the 
problems and administration of the Medi-Cal program without havirtg to 
compete for resolution of those problems with other Department of 
Health programs in the manner which now exists. Second, it would permit 
the Department of Health to utilize. its remaining resources to provide 
health services more efficiently to the citizens of the state without having 
to interrupt the administration of such services every time a problem 
arises in Medi-Cal. 

Our recommendation would result in a new department composed of 
approximately 1,500 positions with a total budget of $3.2 billion based on 
proposed 1977-78 expenditures. Corresponding reductions in the size of 
the Departments of Health and Benefit Payments would also result. Af­
fected would be the present Medi-Cal Division of the Department of 
Health, together with the Alternative Health System (PHPs) and related 
support positions in various departmental elements (budgeting, account­
ing, personnel, licensing, etc.) . Also affected would be various elements of 
the Department of Benefit Payments (health auditing, eligibility quality 
control, fair hearings, etc.). 

It should be pointed out that our recommendation is not based on the 
assumption that administrative savings will necessarily occur as the result 
ofa single department for Medi-Cal administration. However, it is an­
ticipated that such a department will be able to manage the Medi-Cal 
program more effectively and respond to its changing needs in such a 
manner as to achieve program savings in the long term. 

Additionally, our recommendation will solve a-long standing dispute 
between the state and the federal' government as to which agency of state 
government is the "single state agency" responsible for the administration 
of Title XIX services in California. 

It is primarily for these reasons that we have recommended the forma­
tion of a major new state department. The alternative is to' continue the 
administration of the state's largest single expenditure program in a de­
partment which has proven to be organizationally unwieldly and continu­
ally beset with problems which have interfered with the efficient 
administration of the programs for which it is responsible. 
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Department of Health 

SPECIAL SOCIAL SERVICES PROGRAMS 

Item 252 from the General 
Fund . Budget p. 600 

Requested 1977-78 ......................................................................... . 
:Estimated 1976-77 ........................................................................... . 
Actual 1975-76 ................................................................................ .. 

$75,681,0l2 
61,405,109 
58,768,540 

Requested increase $14,275,903 (23.2 percent) 
Total recommended reduction .................................................. .. None 

1977-78 FUNDING BY ITEM AND SOURCE 
Item 
252 
Chapter'iJl7, 

Description 
Budget Bill Appropriation 

Fund 
General 

Amount 
$73,856,012 

Statutes of l'iJl6 Child Protection 
Total ExpenditUres 

General 1,825,000 
$75,681,012 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Transfer of Social Services Program. Recommend legisla­
tion transferring Social Services program from the Depart­
ment of Health to Department of Benefit Payments. 

2. Other County Social Services. Recommend method of al­
locating funds to counties based on number of public assist­
ance recipients in each county. 

3. Homemaker/Chore Allocation Method. Recommend 
phase-in of an allocation method based on the number of 
aged, blind, and disabled welfare recipients in each couhty. 

4. Social Services Division Staff Increase. Withhold recom­
mendation on the proposed 60 positions pending review of 
the department's social services activities. 

General Program Statement 

Analysis 
page 

538 

541 

545 

545 

Public Law 92-512 limits federal Title XX social services funds to $2.5 
billion annually, to be divided among the states on the basis of population. 
California's 1977-78 share is $247,250,000. 

The sharing basis for funding social services programs is 75 percent 
federal and 25 percent state or county. However, all federal funds are 
being spent, while the state match in some social services programs far 
exceeds 25 percent. With this excess in state funds beyond what is re­
quired, any increase in any of the social services programs must be consid­
ered a 100 percent state cost, and any decrease a 100 percent state savings. 

Section 15151.5 of California's Welfare and Institutions Code requires 
the state to allocate at least 66 percent of the federal Title XX funds to the 
counties. The 1977-78 budget proposes that $192,163,710, or 77.7 percent 
of the funds go to county welfare departments for the state matched 
Homemaker / Chore program and a variety of county matched programs ' 
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including Protective Services for children and adults, Out-of-Home Serv­
ices for children and adults, Health Related Services, Employment Serv­
ices, Information and Referral, and others. 

The balance of the federal Title XX funds, $55,086,290, together with 
state matching funds, go to a variety of state programs in the Departments 
of Health (Community Rehabilitation, Regional Centers, Family Plan­
ning, Facilities Evaluation, Adoptions, Demonstration Programs, and the 
Social Services Division for administration), Education (Child Develop­
ment), Benefit Payments (for administration), and Rehabilitation (Blind 
Counselors) . 

In addition to the Title XX federal funds and state and county matching 
funds, there are other state and federal funds that are used for social 
services programs. The total proposed budget for all social services pro­
grams for 1977-78 is $398,810,320. This includes $257,059,887 in federal 
funds, $99,132,461 in state funds, and $42,617,972 in county funds. 

Included in the federal total are funds from PL 94-601 (HR 12455), 
which provides a one-time allocation to California of $23.7 million for the 
period JUly 1976 through September 1977 (15 months). PL 94-601 funds 
were intended to. help states meet Federal Interagency Day Care Re­
quirements. However, since California already meets these requirements, 
it is not necessary to use these funds to improve child care standards. Thus, 
the funds will be utilized primarily to maintain existing child care pro­
grams. Through redirection of other Title XX funds, expansion has been 
approved for other social service programs. The budget proposes to allo­
cate the funds during fiscal year 1976-77 and 1977-78 in the following way: 
$3 million for Child Care, $17.5 million for Homemaker/Chore, $1.3 mil­
lion for Services to Developmentally Disabled and Mentally Ill, and $1.9 
million for various other actiVities. We will be discussing these proposed 
program increases in our analyses of the different programs. 

Transfer of Social Services Program 

We recommend legislation transferring the Social Service program 
from the Department of Health to the Department of Benefit Payments. 

The Department of Health is currently designated as the state agency 
responsible for social services. The Department of Benefit Payments is the 
state agency responsible for administering income maintenance pro­
grams, which include the Aid to Families with Dependent Children 
(AFDC), the state portion of the Supplemental Security Income (SSI) 
program, and the Food Stamp program. The policy to separate social 
services from income maintenance programs was established in 1973 with 
the establishment of the Department of Health. Prior to that date,· the 
Social Services program was administered by the state agency then known 
as the Department of Social Welfare. 

Since 1970, the health and welfare "single state agency" concept at­
tempted to articulate state policies that define health care and social 
services in health terms-this emphasis stresses the importance of physi­
cian medical practice such as regulating, providing standards, monitoring, 
and verification of credentials of providers of health care. Although s.ocial 
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services is involved in a few direct phases of health care, the greater part 
of its energies are di~bursed toward counseling and mobilizing community 
and governmental resources for recipients in order to provide them with 
competent health care treatment. The delivery of social services is there-. 
fore primarily welfare related in that their focus is similar to the income 
maintenance function of providing welfare services to the poor. The via­
bility of social services is primarily related to welfare maintenance and in 
the main indirectly (through the delivery of services) to health care. The 
environment of the Department of Health focuses primarily on health 
care and results in a de-emphasis of the importance of the integration of 
social services in welfare administration. Located in the Department ·of 
Health, social services until very recently were the forgotten child operat­
ing among the health practitioners. 

Under the current system with medical and social services in the De­
partment of Health and the remaining income maintenance programs in 

. the Department of Benefit Payments, the administration of welfare can­
not achieve optim:um effectiveness. The separation of sodal ser,vices and 
income maintenance divides the responsibility of welfare administration 
between the Department of Benefit Payments and the Department of 
Health. The separation and fragmentation not only has hampered opera­
tional effectiveness, it has also been questioned by the federal govern­
ment, county welfare departments, public interest groups, and the public 
at large. 

ANALYSIS AND RECOMMENDATIONS 

The 1977-78 budget proposes General Fund expenditures of $75,681,012 
for Special Social Services programs which is $14,275,903, or 23.2 percent, 
over the amount estimated to be expended during the current year. The 
proposed expenditures consist of $73,856,012 in Item 252 and $1,825,000 
from Chapter 977, Statutes of 1976 (SB 30), which will establish demon­
stration programs to reduce the number of children in foster care. 

Item 252 funds the Homemaker/Chore program, the Adoptions pro­
gram, and Demonstration programs, all of which are in the Department 
of Health. Table 1 shows the proposed sources and levels of funding for 
these programs. 

Table 1 

Social Services Programs Funded by Item 252 
1977-78 Fiscal Year 

General Fund 
General Fund (Chapter 977, 

(Item 252) Statlltes of 1976) 
Homemaker/Chore ........................... . $58,263,418 
Adoptions ............................................. . 15,392,594 
Demonstration Programs ................. . 200,000 $1,825,000 

·Totals ................................................ .. $73,856,012 $1,825,000 

Fedetal 
SOl ,709,582 

200,000 

$67,909,582 

Totills 
$125,973,000 

15,392,594 
2,225,000 

$143,590,594 

Item 252 al~o identifies the fedenil funds for four other state social 
services programs. The General Fund money to match these funds is 
budgeted in other items with language authorizing its transfer to this item 
to m:atch the federal funds. Table 2 shows the four programs and the 
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proposed 1977-78 levels and sources of funding for each. 

Table 2 
Social Service Programs Funded in Appropriations 

Other Than Item 252 
. 1971-78 

Statelunds 
in other items 

Child Development, Department of Education.. $10,671,314 
Regional Centers,· Department of Health ....... ;..... 1,753,334 

Federallunds 
in Item 252 

$32,013,942 
5,260,002 

Item 252 

Totals 
$42,685,256 

7,013,336 
Community Rehabilitation, Department of 

Health .................................................................... 4,724,696 '14,174,088 18,898,784 
Blind Counselors, Department of Rehabilitation 35,000 105,000 140,000 

Item 252 also contains two appropriations of federal funds for county 
social services programs for which the counties provide the matching 
funds. The first appropriation is of Title IV-B funds specifically for protec­
tive services for children. The second is of Title XX funds for all county 
social services other than Homemaker I Chore. These include Protective 
Services for children and adults, Out-of-Home Services for children and 
adults, Health Related Services, Employment Services, Information and 
Referral Services, and others. The proposed appropriations and the re­
quired county matches are shown in Table 3. 

Table 3 

County Social Service Programs 
1971-78 

FederJl Funds 
County in Item 252 

Child Protection ........... :................................................. $1,133,333 $3,400,000 
Other County Social Services ... ;................................ 41,484,639 124,454,128 

Adoptions 

Total 
$4,533,333 

165,938,767 

The budget proposes $15,392,594 from the General Fund, for subvention 
to public adoptions agencies, an increase of $807,279, or 5.5 percent, over 
the amount estimated to be expended during the current year. The in­
creased funds are proposed for cost-of-living increases. 

Adoptions Program Staff Increase 

Item 241, Department of Health Support, proposes $409,028 from the 
General Fund to continue 14 positions in the Adoptions program which 
are being administratively established in the current year using federal 
funds; The new staff will be working exclusively on placing foster children 
in adoptive homes in 23 northern counties not presently being served by 
public adoptions agencies. The Department of Health estimates 70 place­
ments a year based on experience in the Adoptions program's Santa Rosa 
Office. This woul~ result in significant foster care savip.gs\ 
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Demonstration Programs 

This subitem has three parts: 
1. The budget contains $200,000 in federal funds to continue two child 

abuse pilot project centers established in the current year by Chapter 435, 
Statutes of 1976 (AB 2433). Chapter 435 appropriated $200,000 from the 
General Fund to fund the centers during the current year. 

2. The budget contains $1,825,000 from Chapter 977, Statutes of 1976 
(SB 30), "The Family Protection Act of 1976." Chapter 977 will establish 
demonstration' programs to reduce the number of children in foster care 
mainly through services designed to keep families together. The legisla­
tion authorizes state staff and 4.5 positions are being established in the 
Children's Services Branch of the Social Services Division. 

3. The budget proposes $200,000 from the General Fund for various 
demonstration projects not as yet determined. 

Other County Social Services 

We recommend continued phase-in of a method of allocating funds to 
counties for Other County Social Services which is based on the number 
of public assistance recipients in each county. 

Item 252 identifies $124,454,128 in Title XX federal funds for allocation 
for Other County Social Services, that is, services other than the Home­
maker/Chore program. These programs are operated by county welfare 
departments and include Protective Services for Children and Adults, 
Out-of-Home Services for Children and Adults, Health Related Services, 
Employment Services, Information and Referral, and others. 

The $124,454,128 in Title XX federal funds is an increase over the cur­
rent year of $875,000. Counties must match these funds with $41,484,639 
to achieve the required matching basis of 75 percent federal and 25 per­
.cent state. 

Prior to the current fiscal year, no state funds were included in the 
appropriation for Other County Social Services. However, the Budget Act 
of 1976 augmented this appropriation by $6,882,530 from the General 
Fund with no increased county funds being required. The Governor ap­
proved the General Fund augmentation with the stipulation that it would 
only be for this one time in order to avoid impending county layoffs, and 
with the understanding that General Fund augmentations would not be 
sought in subsequent fiscal years. The Governor's 1977-78 Budget pro- , 
poses no General Fund money for this purpose . 
. The current year need for the General Fund augmentation resulted 

from the Department of Health's effort to change the method of allocating 
federal funds to the counties. In 1974-75 the Department of Health began 
a four"year phase-in of an allocation method based on the number of 
public assistance recipients in a county and a four-year phase-out 6f a 
method based on a countY's past expenditures. Because of this, some 
counties were having their allocations increased, while others were having 
them decreased. 

The $6,882,530 General Fund augmentation in the current year pro­
vided enough funds to maintain the existing level of funding to counties 
which were scheduled for decreases, and still increase the allocations to 
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those counties which were scheduled for increases. In order to continue 
the present level of service and fund a 6 percent cost-of-living increase in 
this program for the 1977-78 fiscal year approximately $16.0 million would 
be needed. The budget does not indicate if the existing programs are to 
be reduced by that amount, or if the funds are to come from some other 
source. 

We recOInmend the continued phase-in of the allocation method based 
on the number of public assistance recipients in a county. The method is 
both more equitable and a means to get limited funds where they are 
needed most. 

Though we are not recommending a General Fund augmentation for 
Other County Social Services, it is likely the counties will again propose 
it. In that event we would recommend the following conditions: 

1. The counties should receive fixed Homemaker I Chore allocations. 
2. The counties should participate in the funding of increased costs on 

a formula basis such as 50 percent county and 50 percentstate. 
3. The funds should not be a general augmentation for any purpose, but 

be directed toward some high priority, such as Child Protective Services. 
The funds could be used to implement staffing and other s~andards, with 
the goal of providing services to keep families together and reduce the 
number of children having to go into foster care. Counties would benefit 
doubly by such a use of funds, because a large portion of foster care costs 
are borne by the counties. This would be an expansion of the program 
established by Chapter 977, Statutes of 1976, (SB 30) described in the 
section on Demonstration Programs. 

Homemaker/Chore 

The budget proposes $58,263,418 from the General Fund and $67,709,582 
in federal funds for a total of $125,973,000 for the 1977-78 fiscal year for the 
Homemaker / Chore program which is an increase of $8,163,000, or 6.9 
percent over the amount estimated to be expended during the current 
fiscal year. The General Fundamount is an increase of $18,919,674, or 48.0 
percent, over the estimated current year expenditure. 

The Homemaker/Chore program, established in January 1974, provides 
domestic and personal· care services to approximately 68,000 aged, blind 
and disabled people of low income to help them to remain in their own 
homes. County welfare departments operate the program and, depending 
on the county, services are provided by persons hired by the recipients, 
agencies under contract to the counties, or county empl()yees. The State 
Department of Health adopts regulations and monitors county operations. 

Recipients, depending upon their need, may receive up to $380 worth 
of services a month, except for severely impaired recipients, who may 
receive up to $548 worth of services a month. A severely impaired recipi­
ent is one who requires 20 or more hours a week of services to carry out 
certain functions of daily living specified in Section 12304 of the Welfare 
and Institutions· (Wand I) Code. 

Section 12306 of the Wand I Code requires the state to provide the 
funds to match federal funds in the Homemaker/Chore program. The 
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matching basis for the program is 75 percent federal and 25 percent state .. 
However, beginning in 1974-75, the state has provided increased state 
funds, while federal funds have remained constant. The $58,263,418 from 
the General Fund proposed for 1977-78 is $35,693,558 more than is re­
quired to match the $67,709,582 in federal funds that are available. 

Homemaker/Chore Cost Growth 

'the cost growth of the Homemaker/Chore program from 1974-75 to 
1977-78 is shown in Table 4. 

Table 4 

Growth in Homemaker/Chore Program 
1974-75 to 1977-78 

1974-75 ......................................................................................................................... . 
1975-76 ................ , ............ : ........................................................................................... . 
197&-77 

Budgeted (Budget Act of 1976) ....................................................................... . 
Estimated (Reestimated in 1977-78 budget) ................................................ .. 

1977-78 . 
Proposed in Governor·s Budget ....................................................................... . 
Estimated, assuming no reforms ....................................................................... . 

• Compared to the reestimated 1976-77 figure. 

Annual 
AqlOunf . Increase % 

$80,854,109 
96,368!152 19.2% 

104,I4B,OOO 8.1 
117,81O,OOO 22.2 

125,973,000 6.9 • 
138,100,000 17.2· 

Increases in the current and budget years result largely from (1) raises 
in the Jllinimum wage, which is what most Homemaker / Chore workers 
receive, (2) the inclusion of Homemaker/Chore workers in the worker's 
compensation program, and (3) caseload growth of between 5 percent 
and 8 percent annually and increasing average levels of services being 
granted to recipi~nts. 

The Department of Health estimates the cost of the recent increase in 
the miriimum wage to be $9.5 million in the current year and $13.0 million 
in the budget year. The estimated cost for the inclusion of worker's com­
pensation benefits is $4.0 million in the current year and $8.0 million in'the 
budget year. 

The $117,810,000 estimate for the current year is $13,662,000 more than 
the originally budgeted amount of $104,148,000. The administration pro­
poses to fund this deficit indirectly from $23,708,000 in onetime available 
federal child day care funds coming into California under PL 94-601 (HR 
12455). PL 94-601 provides funds.for the purpose of implementing federal 
staffing standards for day care providers. Since California already meets 
these standards, the Department of Health is exchanging new federal day 
care funds for federal Title XX social services funds . .The budget proposes 
to use a major portion of these Title XX dollars to fund the current year 
deficit in the Homemaker / .Chore program. . 

The $138,100,000 estimate shown in Table 4 for the 1977-78 fiscal yea.r 
is $12,127,000 more than the-$125,973,000 proposed in the budget. .The 
higher figure was developed by department program staff and was pre­
sented to us during discussionnegarding the proposed budget. Apparent­
ly the budget assumes certain program reforms will be instituted which 

20-75173 
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will control the costs of the program. 

Homemaker/Chore Problem Areas 

Item 252 

The Homemaker / Chore program has been studied and reviewed by the 
Department of Health, the Department of Finance, the Auditor General, 
and our office. These studies, plus recent discussions with state and county 
staff who administer the program, have found several problem areas. 

The Department of Health has stated that program cost controls would 
be instituted. We have found little evidence that this has happened. The 
availability of funds, both budgeted and in deficiency appropriations dur­
ing the past three years, has made it unnecessary for state and county 
officials to control costs, set priorities, and find less expensive ways to 
provide services. 

Available, less expensive means of providing needed services are not 
being used. Many counties have meals-on-wheels and congregate meals 
programs, day care centers for adults, transportation services, telephone 
answering services and other programs and services which, if fully util­
ized, would result in significant savings to the Homemaker / Chore pro­

. gram. 
There are significant variations from county-to-county in levels and 

quality of service and payments to providers. Allocation of the state and 
federal dollars to the counties has been based on past expenditures and not 
on the number of aged, blind and disabled welfare recipients in each 
county. 

In reviewing some county programs, it is apparent that a significant 
number of recipients would not be in immediate danger of having to leave 
their homes if services were reduced or terminated. In addition, a signifi­
cant number of paid providers are relatives of the recipients, often living 
in the same homes. These relatives might reasonably be expected to con­
tinue to provide services if they were not paid. Often homemaker / chore 
workers provide services to recipients who have able-bodied people living 
in their homes, or relatives living not far away, who might reasonably be 
expected to provide some or all of the needed services, instead of home­
maker / chore workers. 

Often the cost of homemaker / chore services, when combined with a 
recipient's SSI/SSP grant, is well above the cost of the appropriate level 
of out-of-home care, which might be room and board, nonmedical board 
and care, intermediate care, or skilled nursing cine. This is not to say the 
program should terminate services when this is the case, only that home­
maker / chore is an expensive service, which should be severely limited to 
that which is absolutely essential. 

Homemaker/Chore Regulations 

New regulations which are intended to control costs for the Homemak­
er/Chore program have been drafted, but are ·still undergoing reviews 
and revisions, after which they must go to public hearing, following which 
further revisions may be made. The Department of Health estimates an 
effective date of April 1, 1977 for the new regulations. 

The proposed $125,973,000 for the Homemaker/Chore program will 
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provide a 6.9 percent increase in the program for the budget year. New 
regulations and active cost control efforts should be implemented before 
there is any further expansion ·of this program., 

Homemaker/Chore Allocation Method 

We recommendphase-in of all allocation method based on the number 
of aged, blind and disabled welfare recipients in each county and phase­
out of an allocation method based on each county's past expenditures. 

A method of allocation of funds based on the number of aged, blind and 
disabled welfare recipients in each county is both more equitable and a 
means to get funds where they are needed most. It will result in some 
counties having their allocations increased and other having them de­
creased. The Department of Health has attempted to phase-in the new 
method for the past two years, but deficiency appropriations have negated 
its effect. 

Homemaker/Chore and Medi·Cal 

A significant portion of the Homemaker/Chore program may be eligi­
ble for Medi-Cal funding. If this is the case, Medi-Cal funds, which are 50 
percent state and 50 percent federal, would replace 100 percent state 
funds. The Department of Health is presently studying the matter and 
expects to have a definitive statement on the feasibility of using Medi-Cal 
funds by February 1, 1977. Although the use of Medi-Cal funding may be 
desirable in appropriate cases, we have concerns about it: (1) to meet 
requirements for federal financial participation, the overall cost of provid­
ing service will be significantly increased, (2) Medi-Cal funding will allow 
unlimited program growth, and (3) reform of the Homemaker/Chore 
program will be delayed, or not attempted, because Medi-Cal funds are 
e:xpected. a' 

Social Services Division Staff Increases 

We withhold recommendation on the proposed 60 positions for the 
Social Services Division pending further review of the department's social 
services activities. 

Item 241, Department of Health, Support, proposes $1,369,215 from the 
General Fund to continue 60 positions that are being established in the 
current year using federal funds. The proposal has tw(} parts: 

1. Twenty-eight positions are for various units in the Social Services 
Division: four in the Children Services Branch, six in the Adult Services 
Branch, four in the Resources Control Section, eight in the Planning 
Branch, and six in the Evaluation Branch. . 

2. Thirty-two positions are for the Homemaker! Chore Section in the 
Social Services Division for various management activities including im­
plementation of new regulations, liaison with counties; providers and cli­
ents, development of a management information system, implementation 
of Medi-Cal funding for portions of the Homemaker / Chore program, pilot 
projects, evaluations, fiscal monitoring of cou.nties and providers, policy 
formulation, administrative support, and others. Previous to the current 

. year, there were eight positions in the Homemaker/Chore Section. With 
this. prOposal, there will be 40. 
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We withhold recommendation of these 60 positions pending further 
. review of the department's social services activities. We are particularly 

concerned about the department's delay in developing new regulations 
and making important policy decisions regarding the Homemaker / Chore 
program. Unless the department implements these important program 
requirements, we believe creation of additional positions will be ineffectu­
al. 

Department of Health 

PROVIDER RATE INCREASES 

Item 253 from the General 
Fund Budget p. 614 

Requested 1977-78 .......................................................................... $52,611,649 
Estimated 1976-77............................................................................ N/A 
Total recommended. reduction .................................................... Pending 

SUMMARY OF MAJOR ISSUES AND RECOMMENDA!IONS 
Analysis 

page 

1. Provider Rate Increases. Withhold recommendation 
pending legislative action on Items 247, 248,254 and 255. 

546 

GENERAL PROGRAM STATEMENT 

This item appropriates the General Fund portion of proposed provider 
rate increases for Department of Health programs in the 1977-78 fiscal 
year. The funds are to be transferred to the respective programs upon 
order to the Department of Finance. 

ANALYSIS AND RECOMMENDATIONS 

We withhold recommendation pending legislative action on Items 247, 
248, 254 and 255. 

The budget proposes a General Fund appropriation of $52,611,649 for 
provider rate increases in various Department of Health programs. In 
adqition the General Fund appropriation, an estimated $37,966,300 in 
federal funds is available for the Medi-Cal program. This item, therefore, 
will generate a total of $90,577,949 for rate increases in 1977-78. The 
proposed allocation of these funds is shown in Table 1. 

Table 1 

Allocation of Provider Rate Increase for Health Programs 
1977-78 Fiscal Year . 

Program 

Medi·Cal ........................................................................ : .... . 
Crippled Children's Services ........................................ .. 
Developmental Disabilities ........................................... . 
Child Health Disability Program ................................ . 

Total ............................................................................. . 

General Fund 
from 

Item 253 
$49,349,300 

1,027,950 
2,036,896 

197,503 
---. 
$52,611,649 

Fedeml funds 

837,966,300 

837,966,300 

Totlli 
887,315,600 

1,027,950 
2,036,896 

197,503 
$90,577,949 
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The budget document states that these funds are to provide a 6 percent 
provider rate increase to all medical service providers with the exception 
of physicians. 

The impact of these increases on each of the programs affected is dis­
cussed under the major support item for each program. Because the funds 
appropriated by this item are for transfer to such programs, any changes 
made in those programs should be reflected as an adjustment to this item. 

We therefore withhold recommendation on Item 253 pending legisla­
tive action on the items affected by this item. The results of such action 
can then be reflected as an adjustment to this item. 

Department of Health 

ASSISTANCE TO CITIES, COUNTIES AND LOCAL AGENCIES 
FOR HEALTH SERVICES 

Item 254 from the General 
Fund Budget p. 623 

Requested 1977:...78, ................................................. ; ....................... . 
Estimated 1976-77 ........................................................................... . 
Total recommended reduction .................................................. .. 

1977-78 FUNDING BY ITEM AND SOURCE 
Item 
254 
Chapter 1507, 

Description 
Budget Bill appropriation 

Statutes of 1974 Hemophilia service 
Chapter 606, 

Statutes of 1975 Indian health program 
Chapter 835, 

Statutes of 1975 Cystic fibrosis 
Chapter 902, 

Statutes of 1975 Prenatal testing-Amni· 
ocentesis 

Chapter 1003, 
Statutes of 1975 Family physician training 

Chapter 1217, 
Statutes of 1975 Health services-pregnant 

women 
Chapter 1196, 

Statutes of 1976 Rural health 
Chapter 693, 

Statutes of 1976 Family physician training 

Total available 
Balance availilble in subsequent years 

Total Expenditures 

Fund 
General 

General 

General 

General 

General 

General 

General 

General 

General 

$39,807,625 
N/A 

$984,659 

Amount 
$33,586,442 

988,634 

210,581 

35,881 

80,000 

729,300 

2,641,787 

3,600,000 

1,675,000 

$43,547,625 
-3,740,000 

$39,807,625 
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SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Special Medical Care. Recommend Department of Health 
provide fiscal committees by AprilJ, 1977, with estimates of 
current and budget year costs of Hemophilia, Cystic Fibro-
sis, and Genetically Handicapped Person's programs. 

2. Genetic Disease Prevention. Recommend Department of 
Health report to the fiscal committees by April 1, 1977 on 
effectiveness of Amniocentesis program. 

3. Family Planning. 
(a) Recommend Department of Health provide fiscal com-

. mittees by April 1, 1977, with estimates of total funds 
that will be spent on publicly subsidized family plan­
ning services in California in the current and budget 
yea,rs, and a report on how family planning funds in 
Item 254 will be allocated in the budget year. 

(b) Recommend Department of Health' report to fiscal 
committees by April 1, 1977, on efforts to utilize Medi­
Cal funding and charges to recipients to pay for pro­
gram expansion. 

4. Child Health Disability Prevention Program. 
(a) Recommend Item 254 be reduced by $984,659; and that 

federal funds be reduced by $2,410,719. 
(b) Recommend $250,000 ($72,500 General Fund, $177,500 

federal funds) be used to pilot test the effectiveness of 
, two EPSDT units in two county welfare departments. 
(c) Recommend Item 241 (See page 469), support for the 

Department of Health, be reduced by $322,000 and that 
federal funds be reduced by $378,000 by eliminating 
25.6 of 38.6 proposed new positions. 

5. Rural Health. Recommend report from the Department of 
Health to fiscal committees by April 1, 1977 on status of 
implementation of the Rural Health Program. 

ANALYSIS AND RECOMMENDATIONS 

. Anaiysis 
page 

550 

551 

553 

555 

557 

The budget proposes a General Fund expenditure of $39,807,625 for 
Assistance to Cities, Counties and Local Agencies for Health Services. Of 
this amount $33,586,442 is in Item 254 of the Budget Bill and $6,221,183 is 
available from several previously enacted statutes. 

Item 254 contains funds for 19 different programs administered by the 
Department of Health. All are in the Department's Health Protection 
Division, except for the Family Physician Training Program, which is in 
the Administrative Division. The subitems of this item have changed from 
the current to the budget year, so total amounts are not directlyc6mpara­
ble. However, current year figures for the different programs are pro­
vided in our analysis of each subitem. 

Funds appropriated in this item are for local assistance only. State ad­
ministrative costs for the different programs are funded in Item 241, De-
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partmentof Health Support. However, we will discuss state administrative 
costs in our analysis of this item. 

Table 1 shows the sources and levels of funding for programs in this 
item. 

Table 1 
Programs Funded by Item 254 

1977-78 

General FUJld 
General Fund Recent 

PROGRAM In Item 254 Legislation Federal Total 
a. Tuberculosis Control .......................... $349,611 $349,611 
b. Local Health Agencies: 

1. State formula grant .................. :. $5,685,200 $5,685,200 
2. 314(d) federal funds .................. $3,rnl,776 3,rnl,776 
3. Infant medical dispatch centers 150,378 150,378 
4. Public health nursing services 

to the aged ............................ 664,378 664,378 

Totals, Local Health Agencies .. : ..... $6,499,956 $3,rnl,776 $9,597,732 
c. Special Medical Care: 

1. Renal dialysis centers ................ $876,408 $876,408 
2. Cystic fibrosis .............................. 81,779 $35,881 117,660 
3. Hemophilia services .................. 984,811 988,634 1,973,445 
4. Genetically Handicapped per-

son's program ...................... 383,991 383,991 

Totals, Special Medical Care .......... $2,326,989 $1,024,515 $3,351,504 
d. Genetic Disease Prevention: 

1. Sickle cell anemia ...................... $410,728 $410,728 
2. Amniocentesis .............................. 181,751 $40,000 221,751 
3. Health services-

pregnant women ........................ 1,641,787 1,641,787 

Totals, Genetic Disease Prevention $592,479 $1,681,787 $2,274,266 
e. Tay Sachs disease ................................ $371,000 $371,000 
f. Immunization assistance .................... $715,500 $715,500 
g. Indian health services ........................ $2,058,854 $210,581 $2,269,435 
h. Family planning .................................. $13,451,873 $4,000,000 $17,451,873 
i. Maternal and child health ................ $9,096,895 $9,096,895 
j. Child health disability prevention 

program ................................................ 7,220,180 $5,001,684 $12,221,864 
k. Family.physician training program $1,204,300 $1,204,300 
I. Rural health .......................................... $2,100,000 $2,100,000 

TOTALS ...................................................... $33,586,442 $6,221,183 $21,196,355 $61,003,980 

A. Tuberculosis Control 

We recommend approval. 
This subitem proposes $349,611 from the General Fund for distribution 

to counties for tuberculosis care and control, which is $18,729, or 5.7 per­
cent, over the amount estimated to be expended during the current year. 
This program was established by Chapter 671, Statutes of 1975. Most tuber­
culosis care and control is financed and carried out at the county level. 

While the incidence of tuberculosis is going down nationwide, -it is 
holding steady in California with about 3,500 new cases annually. The new 
cases are often found "amon~ new residents. 
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B. Local Health Agencies 

We recommend approval. 
This subitem has four parts: 

Item 254 

1. State Formula Grant. The budget proposes $5,685,200 from the 
General Fund to be subvened to 42 local health departments for public 
health services in accordance with Section 1141 of the Health arid Safety 
Code. This is $327,049, or 6.1 percent, over the amount anticipated to be . 
expended during the current year. Funds are distributed in the following 
manner: . ' 

(a) $16,000, or 60 cents per capita, whichever is less, to each health 
department. 

(b) The balance to health departments on the basis of population 
served. The counties must match this part of the subvention with 
$2 for every $1 they receive. However, actual county expenditures 
for public health services are many times this. 

Sixteen small counties without health departments receive no funds 
under this program, but receive sanitarian and public health nursing serv­
ices from the Contract Counties program of the Department of Health in 
accordance with Section 1157 of the Health and Safety Code. 

2. 314(d) Federal Funds. The budget contains $3,097,776 in 314(d) 
federal public health funds, the same as in the current year, for subvention 
to 42 local health departments for public health services. These funds are 
distributed on a modified population basis. 

3. Infant Medical Dispatch Centers. The budget proposes $150,378 
from the General Fund for two 24-hour infant medical dispatch centers 
which link hospitals providing obstetrical services with intensive care 
nurseries in order to speed up the placement of critically ill newborn 
infants. This amount is $8,512, or 6.0 percent, over the amount estimated 
to be expended during the current year. This program was established by 
Chapter 1173, Statutes of 1974. 

4. Public Health Nursing Services to the Aged. The budget proposes 
$664,378 from the General Fund for county projects, to provide public 
health nursing services to the aged, which is $39,053, or 6.2 percent, over 
the ~mount estimated to be expended during the current year. The 12 
counties presently participating in the program are required to put up $1 
for, every $1 received from the state. This program was established by 
Chapter 1168. Statutes of 1975. ' 

C. Special Medical Care 

We recomll1end that the Department of Health provide the fiscal com­
mittees by April1, 1977, with estimates of the current and budget year 
costs of the Hemophilia, Cystic Fibrosis, and Genetically Handicapped 
Person s programs. 

This subitem has four parts: 
1. Renal Dialysis Centers. The budget proposes $876,408 from the 

General Fund for financial assistance to four adult and three pediatric I 

renal dialysis centers in accordance with Sections 417-417.9 of the Health 
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and Safety Code. This is an increase of $49,608, or 6.0 percent, over the 
amount estimated to be expended during the current fiscal year. 

2. Cystic Fibrosis. The budget proposes an expenditure of $117,660 for 
the care of financially eligible people·with cystic fibrosis fot the 1977-78 
fiscal year, which is $6,660, or 6.0 percent, more than is estimated to be 
expended during the current fiscal year. The total amount consists of 
$81,779 from Item 254 and $35,881 from Chapter 835, Statutes of 1975. 
. 3; Hemophilia Services. The budget proposes an expenditure of $1,-
973,445 for the care of financially eligible people with hemophilia for the 
1977..:.78 fiscal year, which is $99,982, or 5.3 percent, more than is estimated 
to be expended during the current year. The total amount consists of 
$984,811 in Item ~4 and $988,634 from Chapter 1507, Statutes·of 1974. 

4. Genetically Handicapped Person's Program. The budget proposes 
$383,991 from the General Fund for the Genetically Handicapped Person's 
program, which was established by Chapter 1212, Statutes of 1976 (SB 
1483). The program provides medical care to financially eligible people 
with genetically handicapping conditions including cystic fibrosis, hemo­
philia, sickle cell anemia, and other conditions to be determined by the 
Director of Health. This program combines the Hemophilia and Cystic 
Fibrosis programs described above with the Sickle Cell Anemia program. 
The proposed $383,991 is for the care of people with sickle cell anemia. 

The proposed funding levels for the Cystic Fibrosis, Hemophilia and 
Genetically Handicapped Person's programs are based on estimates of 
potential caseloads that were made when the legislation establishing the 
programs was enacted. These potential caseloads have not been realized 
and it is possible that these three programs are significantly overbtidgeted. 

If this is the case, then surplus funds could be used to expand the 
conditions under the Genetically Handicapped Person's program, or to 
liberalize the program's financial eligibility requirements, which are al­
ready more liberal than those in use by the Medi-Cal program. In oUT 
view, by establishing more liberal eligibility requirements for certain dis­
eases, the state is building inequities into its system of health care for the 
poor. The department should report to the legislature the funds needed 
to provide services to those persons presently eligible with currently au­
thorized conditions. Any funds which are in addition to that amount 
should be deleted from this item. 

We therefore recommend that the Department of Health provide the 
fiscal committees by April 1, 1977 with estimates of projected current and 
budget yearcaseloads and expenditures for the Cystic Fibrosis, Hemo­
philia and Genetically Handicapped Person's programs. 

D. Genetic Disease Prevention 

We recommend that the Department of Health report to the fiscal 
committees by April 1, 1977, on the effectiveness of the Amniocentesis 
program. 

This subitem has three parts: 
1. Sickle Cell Anemia. The budget propOSeS $410,728 from the General 

Fund for sickle cell anemia research, consultation, counselor training, and 
other activities, which is $10,137, or 2.5 percent, over the amount estimat-
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Item 254 

ed to be expended Juring the current year. The Genetically Handicapped 
Person's Program discussed previously pays for the medical treatment 
costs for persons with Sickle Cell Anemia, while this program primarily 
provides funds for research and prevention, activities. 

2. Prenatal Testing-Amniocentesis. The budget proposes an expend- ' 
iture of $221,751 for contracts with clinics that do prenatal testing for 
genetic diseases by amniocentesis, which is $6,508, or 3.0 percent, more 
than is estimated to be expended during the current year. The total 
amount consists of $181,751 from Item 254 and $40,000 from Chapter 902, 
Statutes of 1975. When a diseased fetus is discovered by amniocentesis, 
there is the option of abortion. There are a number of genetic diseases 
which are deadly or debilitating, incurable, extremely expensive to treat, 
and Gommon enough to justify expenditures to prevent them. The Amni­
ocentesis program began July 1, 1976. 

We recommend that, the Department of Health report to the fiscal 
committees by April 1, 1977, on the effectiveness of the Amniocentesis 
program. . 

3. Health Services-Pregnant Women. The budget contains $1,-
641,787 from Chapter 1217, Statutes of 1975, for a pilot program to provide 
perinatal care to women with a high risk of delivering defective, hand­
icapped, or stillborri infants. 

E. Tay-Sachs Disease 

We recommend approval. 
This subitein proposes $371,000 from the General Fund, which is an 

increase of $21,000, or 6 percent, over the estimated expenditure for the 
current year. This is a genetic disease primarily affecting Jews, which 
causes death in the first years of life. 

F. Immunization Assistance 

We recommend approval. 
This stibitem proposes $715,500 from the General Fund for the purchase 

of vaccines for local immunization programs. Of that amount, $492,900'is 
for vaccines to immunize children through age 12 against a variety of 
diseases, and $222,600 is for flu vaccine for people age 60 or over and other 
high risk groups. The $492,000 proposed for the children's immunization 
program is $27,900, or 6.0 percent, more than is estimated to be expended 
during the current year. The flu vaccine program was preempted in the 
current year by the federal swine flu vaccination program. The 1975-76 
expenditure for the flu program was $420,000. 

G. Indian Health Services. 

We recommend approval. 
The budget proposes an expenditure of $2,269,435 for financial, training 

and technical assistance to urban and rural Indian health projects, which 
is $65,284, or 3.0 percent, more than is estimated to be expended during 
the current fiscal year. The total amount consists of $2,058,854 from Item 
254 and $210,581 from Chapter 606, Statutes of 1975. 
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H. Family Planning 

The budget proposes $13,451,873 from Item 254 and $4,000,000 in federal 
Title XX social services funds for a total of $17,451,873 for contracts with· 
public and private agencies that provide family planning services to finan­
cially eligible people. The total proposed program increase is $679,266; or 
4 percent. This increase is all from the General Fund, and is an increase 
of 5.3 percent over that which is estimated to be expended during the 
current fiscal year. 

Better Family Planning Estimates Needed 

We recommend that the Department of Health provide the fiscal com­
mittees by April 1, 1977, with estimates of the total funds that will bespent 
on publicly subsidized family planning services in California in the current 
and budget years, and a report on how family planning funds in Item 254 
will be allocated in the budget year. 

We further recommend that the department report to the fiscaicom­
mittees by April 1, 1977, on efforts to utilize Medi-Cal funding and charges 
to recipients to pay for program expansion. 

Public subsidized family planning services have expanded rapidly in 
California in recent years. In addition to state and federal funds appro­
priated in this item, the federal government provides funds directly to 
family planning clinics, and there are family planning services which are 
authorized for reimbursement under the Medi-Cal program. Services are 
also provided which are funded by counties and private donations. The 
Legislature should know the extent to which family planning services are 
being funded from all sources when it is asked to appropriate increased 
General Fund dollars for that purpose. The total funds available for all 
family planning purposes have not been identified in the past. We are 
recommending that such identification be made and presented to the 
Legislature. 

Allocation of Family Planning Fund Appropriated by Item 254 

The rapid expansion of family planning services has not been uniform 
throughout the state, and the age and population groups with the greatest 
need for services may not be the groups which are receiving the available 
funds. There is always the danger in rapidly expanding programs that 
additionalfunds go to agencies with a spending capability and not because 
the people they serve are in the greatest need. The result is over-devel" 
oped programs in some instances and underdeveloped programs in others. 
There is indication that this is happening in the Family Planning program, 
and we therefore recommend a report on how family planning funds in 
Item 254 will be allocated in the budget year. 

Further Family Planning Expansion 

We are concerned that the ready availability of General Fund money 
has made it unnecessary for some family planning clinics to bill Medi-Cal 
for services provided to Medi-Cal eligibles. Medi-Cal is 90 percent federal 
funding and 10 percent state funding for family planning services. A fur­
ther concern is that the ready availability of General Fund money has 
made it unnecessary for clinics to charge people who can afford part or 
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all of the cost of services. To provide contraceptive services to one woman 
for one year costs about $50, oT only about $4 a month, which many people 
can afford. In our view, further program expansion should be funded 
through Medi-Cal and charged to recipients, and not through increased 
General Fund money. 

I. Maternal and Child Health 

We recommend approval. 
This subitem contains $9,096,895 in federal Title V maternal and child 

health funds for contracts with counties for maternal and child health 
projects in the areas of family planning, maternity and infant care, chil~ 
dren and youth, dental health, and intensive newborn care, which is a 
decrease of $466,104, or 4.9 percent, from the amount estimated to be 
expended during the current fiscal year. 

J. Child Health Disability Prevention Program 

The budget proposes $7,220,i80 from Item 254 and $5,001,684 in federal 
funds for a total of $12,221,864 for the local administrative and non-Medi­
Cal screening components of the Child Health Disability Prevention pro­
gram (CHDP). In addition, the state administrative component of $2,153,-
518 is funded in Item 241 and the Medi-Cal screening component, 
proposed at $5,389,900, is included in the funding to the Medi-Cal pro­
gram. The total proposed CHDPbudget, all funds, is $19,765,282. This total 
is a proposed local and state staff expansion of $4,841,424, or 32.4 percent, 
over the current year program and is discussed· in the following sections. 

CHDP/EDSDT 

Sections3()6...,J08.9 of the Health and Safety Code established the Child 
Health Disability Prevention program (CHDP) to be operated at the local 
level, with standards and financing established at the state level. The 
program provides health screening examinations, and associated activities 
such as referral for diagnosis and treatment, follow-up, and outreach, for 
all children between birth and enrollment in the first grade and all Medi­
Cal children between birth and age 21. The Medi-Cal portion of the pro­
gram is known as EPSDT (Early and Periodic Screening, Diagnosis and 
Treatment) and is required by federal law. The Medi-Cal program pays 
for screening, diagnosis, and treatment of those persons. eligible for the 
Medi-Cal program. State regulations provide that the state will pay for the 
screening of rion-Medi-Cal children in Department of Health designated 
target populations if they are in families whose income is below 200 per­
cent of the Aid to Families with Dependent Children (AFDC) basic mini­
mum standard of adequate care. 

Section 308.5 of the Health and Safety Code requires that all children 
entering the first grade, about 360,000 annually, are to have had a health 
screening examination within the previous 18 months. 

The U.S. Department of Health, Education, and Welfare has assessed 
California $1,926,439 for the first quarter of 197~75 for failure to imple­
ment the Medi-Cal portion of the program. The Department of Health is 
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contesting the assessrnent. However, it is possible that penalties will be 
assessed for subsequentquarters as well. There are about 1.2 million Medi­
Cal eligible children under 21 who are eligible for screening, diagnosis, 
and treatment. 

The Department of Health estimates that 200,000 children will be 
screened in the current year. This includes both the Medi-Cal and non~, 
Medi-Cal portions of the CHOP program. 

l:Iigh Administrative Costs 

Table2 presents a breakout of the 1977-78 CIlOP budget both with and 
without proposed increases totalling $4,841,424. Note that administrative 
costs are proposed to increase from 41 percent to 55 percent of .the total 
budget. Note also that with the proposed increases, the costs of state and 
county welfare department administration are very high in relation to the 
costs of local health department administration, though local health de­
partments have the responsibility for operating the CHOP program. The 
proposed costs for these three components are $2,153,518 for state adminis~ 
tration, $3,645,378 for county welfare departments, and $4,612,579 for local 
health departments. 

Table 2 

Child Health Disability Prevention Program 

ProgTiun Component 
1. Local health department administration .......... .. 

~. 2. County welfare department staffing .................. .. 
3. Non·Medi·Cal screening costs .............................. .. 
4. Reimbursements to school districts .................... .. 
5. Department of Health Administration-Totals .. 

a. CHOP branch, health protection division .... .. 
b. Administrative' division ............ ~ ......................... .. 
c. Social services division ...................................... .. 

6. Medi·Cal Screening Costs ...................................... .. 
Total program (1, 2, 3, 4, 5, 6) .................................. .. 
Total screening costs (3,6) ........................................ .. 
Total administrative costs (1,2,4,5) ...................... .. 
Administrative costs as percent of total .................. .. 

Current 
program 
funding 
lel'el 

$4,612,579 

3,423,393 
380,914 

1,117,072 
(1,117,072) 

(0) 
(0) 

5,389,900 

$14,923,858 
$8,813,293 
$6,110,565 

41 percent 

Proposed Increase for County Welfare Departments 

Proposed increased 
u ___ -.lunding lel'el=--___ . 

With Amount of 
increases 

$4,612,579 
3,645,378 
3,582,993 

380,914 
2,153,518 

(1,556,352) 
(440,159) 
(157,007) 

5,389,900 

$19,765,282 
$8,972,893 

$10,792,389 
55 percent 

increase 

$3,645,378 
159,600 

1,036,446 
(439;280) 
(440,159) 
(157,007) 

$4,841,424 
. $159,600 
$4,681,824 

14 percent 

We recommend that Item 254 be reduced by $984,659 and that federal 
funds be reduced by $2,410, 719 ($3,395,378 all funds) from the $3,645,378, 
all funds, proposed for county welfare administration. 

We further recommend that $250,000 ($72,500 (Jeneral Fund, $177,500 
federal funds) be used to pilot test the effectiveness of two EPSDT units 

. in two county welfare departments. 
Item 254 proposes $1;060,546 from the General Fundand $2,584,832 in 

federal funds for a total of $3,645,378 to fund 14804 positions in identifiable 
EPSDT units in county welfare departments for outreach and follow-up 
.activitiesrelated to setting up appointments for Medi-Cal eligible children 
to receive screening, diagnosis, and treatment. ' 
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We believe that this is too great a commitment of funds to be made 
without first testing the effectiveness of these EPSDT units. We therefore 
recommend that Item 254 be reduced by $3,395,378, of which $984,659 is 
from the General Fund and $2,410,719 are federal funds. We are also 
recommending that $250,000 be retained in the budget for pilot testing the 
effectiveness of two 5-position EPSDT units in two counties. 

Proposed Increase for State Administration (Item 241). 

We recommend Item 241 (see page 469), support for the Department 
of Health, be reduced by $322,(}()() and that federal funds be reduced by 
$378,(}()() by eliminating 25.6 of 38.6 proposed new posihons. 

Item 241, Department of Health Support, proposes $474,914 from the 
General Fund and $561,532 in federal funds, for a total of $1,036,446 for a 
38.6 position increase for state administration of the CHDP program. The 
positions are proposed to increase the state administrative capability of 
this program, conduct a public information campaign, and conduct a 
project to see how much screening is presently being done by the Medi­
Cal program. 

The CHDP program is extremely complex and experimental, and im­
plementation has been slow and difficult. There is a need for increased 
state staff. However, we question the need for 38.6 positions for two rea­
sons: first, justification for the positions is based in part on the assumption 
that the program will be expanding over the next few years to provide 
health screening examinations to more target populations. In our view, 
the program has not yet proved its value, and it is premature to propose 
its expansion. Second, CHDP is a locally operated program, and it seems 
uncertain that such a sizeable state expansion will result in a correspond­
ing improvement in local programs. 

We therefore recommend that Item 241 be reduced by $322,000 from 
the General Fund and $378,000 in federal funds. This will leave $336,446, 
all funds for 13 positions, the public information campaign, and a portion 
of the project to study Medi-Cal screening ac~ivities. We recommend that 
two of the positions go to the Social Services Division to administer the 
pilot testing of EPSDT units and other activities related to improving 
EPSDT outreach and referral activities in county welfare departments. 
The remaining eleven positions should go to the CHDP Branch, where the 
need for staff is the greatest. 

K. Family Physician Training Program 

We recommend approval. 
The budget proposes the expenditure of $1,204,300 from Chapter 1003, 

Statutes of 1975 and Chapter 693, Statutes of 1976, for the Song-Brown 
Family Physician Training Program. The program provides funds on a 
capitation basis to institutions which train family practice medical sudents -
and residents, and progra~ns which train primary care physician'sassist~ 
ants and primary care nurse practitioners. 
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L. Rural Health 

We recommend that the Department of Health report to the fiscal 
committees by April 1, 1977 on the status of implementation of the Rural 
Health program. 

The hudget proposes an expenditure of $2,100,000 from Chapter 1196, 
Statutes of 1976(AB 2450) for a program to remedy deficiencies in rural 
health services consisting of (1) the California Health Services Corps,· 
which will recruit and assign health professionals to rural areas, (2) Health 
Services Development Projects, and (3) Coordination of Rural Health 
Programs through a rural health unit in the Department of Health. 

As of the date of the preparation of this analysis, there has been no 
implementation of this program. The implementation may be unneces­
sarily delayed and thus we are recommending a status report. 

Department of Health 

CRIPPLED CHILDREN SERVICES 

Item 255 from the General 
Fund Budget p. 589 

Requested 1977-78 ......................................................................... . 
Estimated 1976-77 ........................................................................... . 
Actual 1975-76 ................................................................................. . 

Requested increase $51,142 (0.2 percent) 
Total. recommended reduction ................................................... . 

GENERAL PROGRAM STATEMENT 

$23,588,220 
23,537,078 
18,008,137 

None 

The Crippled Children Services (CCS) program provides medical care 
and related services to children with physical handicaps to correct, amelio­
rate or eliminate their handicaps. The program is funded on a three-part 
state and federal to one-part county basis. The program is administered 
independently by 25 counties under standards and procedures established 
by the Department of Health. The Department of Health administers the 
program directly in the 33 remaining counties. The program has financial 
eligibility and repayment requirements, except in the medical therapy 
programs in special schools and classrooms provided in conjunction with 
the Department of Education. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
The budget proposes an appropriation of $23,588,220 from the General 

Fund for assistance to local Crippled Children Services (CCS), an increase 
of $51,142, or 0.2 percent, over the current year. As shown in Table 1, 
support for the CCS program comes from various SOurces. The proposed 
total budget is $40,088,178, an increase of $2,230,697, or 5.9 percent, over 
the current year. 
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Table 1 
Crippled Children Services 
Proposed Source of Funds 

Family repayments ......................................................................................... . 
County funds ..................................................................................................... . 
Health Care Deposit Fund ........................................................................... . 
"Federal funds ..................................................................................................... . 
General Fund, Item 255, Local assistance ................................................ ... 
General Fund, Item 241, Department of Health support ..................... . 
General Fund, Item 253, Price and provider rate increases ................. . 

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

1976-77 
$965,000 

8,650,204 
1,076,700 
2,410,856 

23,537,078 
1,217,643 

$37,857,481 

Item 256 

1977-78 
$965,000 

8,852,615 
1,128,995 
2,954,128 

23,588,220 
1,571,270 
1,027,950 

$40,088,178 

Table 2 details the total proposed expenditure for the Crippled Children 
Services program for the current and budget years. 

Table 2 
Crippled Children Services 

Proposed Expenditures by Program 

Diagnosis ............................................................................................................. . 
·Treatment. ........•.................................................................................................. 
Therapy ............................................................................................................... . 
Medi·Cal administration ................................................................................. . 
County administration ..................................................................................... . 
State administration ......................................................................................... . 
Noncounty residents ....................................................................................... . 
Price and provider rate increase ................................................................. . 

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

1976-77 
$1,605,852 
24,796,494 
7,765,825 
1,045,904 
1,401;645 
1,217,643 

24,118 

$37,857,481 

1977-78 
$1,618,897 
25,045,161 
8,231,772 
1,139,596 
1,429,414 
1,571,270 

24,118 
1,027,950 

$40,088,178 

A provider rate increase of $1,027,950 for the CCS program is proposed 
in Item 253. This amount will provide an overall 6 percent increase for 
non physician services in the program. . 

Department of Health 

LEGISLATIVE MANDATES 

Item 256 from the General 
Fund Budget p. 609 

Requested 1977~78 ......................................................................... . 
Estimated 1976-77 ........................................................................... . 
Actual 1975-76 ................................................................................. . 

Requested increase $32,790 (6.0 percent) 
Total recommended reduction ................................................... . 

ANALVSIS AND RECOMMENDATIONS 

We recoll1mend approval. 

$579,288 
546,498 
343,010 

None 

This item makes a General Fund appropriation to the State Controller 
to reimburse local government agencies for costs mandated by state legis­
lation. These reimbursements are required by Section 2231 of the Reve­
nue and Taxation Code. Item 256 only contains reimbursements for health 
programs. 
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The item appropriates $579,288 which is $32,790, or 6.0 percent, above 
current year estimates. The mandating legislation and their estimated 
costs for 1977-78 are listed below: 

1. Chapter 954, Statutes of 1973 (X-rays) ............................ ~. $126,011 
2. Chapter 453, Statutes of 1974 (Sudden Infant Death Syn-

drome) ........................................................................................ 8,497 
3. Chapter 1061, Statutes of 1973 (County Short-Doyle 

Plans) ............................................................................. ,............ 283,660 
. 4. Chapter 694, Statutes of 1975 (Developmentally Dis-

abled) .......................................................................................... 46,640 
5. Chapter 835, Statutes of 1975 (Cystic Fibrosis) ................ 15,900 
6. Chapter 854, Statutes of 1976 (Health. Planning)............ 79,500 
7. Chapter 1202, Statutes of 1976 (Nursing Assistants) ...... 19,080 
Total.................................................................................................. $579,288 
Descriptions of these mandates are found on page 609 of the Governor's 

Budget. 

Health and Welfare Agency 

EMPLOYMENT DEVELOPMENT DEPARTMENT 

Item 257 from the General 
Fund, Item 258 from the 
EDD Contingent Fund, Item 
259 from the Unemployment 
Compensation Disability Fund Budget p. 646 

Requested 1977-78 ......................................................................... . 
Estimated 197&-77 .............................................. ~ ............................. . 
Actual 1975-76 ...... : .......................................................................... . 

Requested increase $1,069,236 (2.6 percent) 
Total recommended reduction ................................................... . 

1977-78 FUNDING BY ITEM AND SOURCE 
Item 
9157 

9157 (a) 
9157 (b) 
9157 (c) 
9157 (d) 
9157 (e) 

258 
9159 

Description 
Employment Development Depart· 
ment 
Work Incentive Program (WIN) 
Service Center Program 
Office of Economic Opportunity 
Migrant Services Office 
Job Agents Program 

Total Item 9157 
Pro Rata charges 
Support DI Operations 

TOT~L 

" Nongovernment cost fund expenditure. 

---------------------------------

Fund 
General 

EDD Contingent 
Unemployment 
Compensation 
Disability" 

$42,620,539 
41,551,303 
32,138,413 

$3,956,650 

Amount 

$4,418,406 
4,169,137 

155,500 
3,526,950 
1,657,825 

$13,947,818 
3,048,825 

915,623,896 

$42,620,539 



560 / HEALTH AND WELFARE Items 257 -259 

EMPLOYMENT DEVELOPMENT DEPARTMENT-Continued 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Employment Services. Recommend follow-up report re­
garding revitalization of employment services. 

·2. Work Incentive (WIN). Recommend the next annual 
WIN report contain documented evaluation of program 
components. . 

3. Job Agent Program. Reduce Item 257(e) by $1, 657,825. 
Recommend deletion of funding for Job Agent program and 
further recommend legislation to abolish the program. 

4. CET A Council and Office. Recommend legislation to 
transfer council and office to the Health and Welfare 
Agency Secretary. 

5. Employment-related Economic Development. Recom­
mend study regarding state's role in developing and imple­
menting employment-related economic development 
policies. 

6. Unemployment Insurance. Recommend appointment of a 
management I labor I government task force to develop an 
integrated program reform. 

7. Unemployment Compensation Disability Insurance Fund 
Support. Reduce Item 259 by $1,000,000. Recommend sup­
port for the program be reduced to maintain the experience 
of program support needs. 

8. Migrant Housing Rehabilitation. Augment Item 257(d) by 
$25O,(}(}(). Recommend total budgeted amount for rehabili­
tation of migrant houses be maintained at $2 million level 
for budget year. 

9. Migrant Services Office. Recommend legislation to trans­
fer Migrant Services Office to Department of Housing and 
Community Development. 

10. Rural and Migrant Affairs Program Coordinator. Recom­
mend budget language prohibiting use of migrant housing 
funds for broad program coordination. 

11. EDD Contingent Fund Reduce Item 258 by $1,548,825. 
Recommend support of EDD Contingent Fund appropria­
tion be reduced in keeping with experience of support 
needs. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

561 

507 

569 

574 

575 

581 

584 

585 

586 

586 

588 

The Employment Development Department (EDD) is responsible for 
assisting job-ready individuals to find available employment, providing 
qualified job applicants to employers, assisting potentially employable 
persons to become job ready, providing comprehensive statewide and 
local manpower planning, and making unemployment and disability in­
surance payments. The department has additional responsibility for super­
vising two semi-independent programs, the State Economic Opportunity 
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Office and the Migrant Services Office, the latter. being responsible for. 
overseeing the state-operated Migra~t Housing and Child Care Center 
program. . 

The department acts under the authority of the Wagner-Peyser Act, the 
Comprehensive Employment and Training Act of 1973, the Social Security 
Act, the Community Services Act. of 1974, the State Unemployment Insur­
ance Code, the State Employment Development Act of 1973 and several 
related statutes and administrative orders. 

ANALYSIS AND RECOMMENDATIONS 

The proposed state appropriations for support of the Employment De­
velopment Department in fiscal year 1977-78 total $42,620,539, an increase 
of $1,069,236, or 2.6 percent, over the current year estimated expenditures. 
We recommend approval ofItem 257 (a), (b) and (c) as budgeted. The 
state support consists of $13,947,818 in Item 257 from the General Fund, 
$3,048,825 in Item 258 from the EDD Contingent Fund and $25,623,896 in 
Item 259 from the Unemployment Compensation Disability Fund. 

The total expenditure program, after reimbursements, proposed for 
1977-78 is about $2.5 billion. This is a decrease of $302.5 million, or 10.8 
percent, from estimated expenditures in the current year. The bulk of the 
decrease is in unemployment insurance where costs are expected to be 
down about $302.3 million due to anticipated improvement in the econ­
omy during the budget year. There is also an anticipated decrease of $29.5 
million in funds rpade available to the Employment Development Depart­
ment for employment and training services under the Comprehensive 
Employmenfand Training Act (CETA). Disability Insurance costs on the 
other hand will increase by an estimated $15.7 million. 

The cost increases involving state funds are generally nominal and re­
late to normal price and salary increases. The state match for. the WIN 
program will increase py $32:},313, a 7.9 percent raise tied directly to an 
anticipated increase in federal WIN funds. A non-General Fund item, the 
Disability Insurance program administrative cost will increase $960,372, or 
3.9 percent. The budget document lists a total- of 18 programs for which 
the department is responsible. Table 1 compares expenditures and person­
n~l-years by program for fiscal year 1976-77 and 1977-78. 

EMPLOYMENT SERVICES PROGRAM, 

This program provides a labor exchange for employers and Job-ready 
applicants. The goal is to reduce, to the extent possible, the length of time 
that employers' jobs go unfilled and job-ready applicants are unemployed. 
The elements of the program are applicant assessment, job placement and 
indirect services. Indirect serviCes includes labor market information serv­
ices, employer and union services, community services, management, 
supervisory and technical services, and career development training. 

The Employment Services program is, funded through a federal grant 
of which about 15 percent is from federal general revenues and 85 percent 
from the federal unemployment insurance taxes levied on employers. 

Revitalization of Employment Services 

We recommend that the. department submit to the Joint Legislatjve 
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EMP,"OYMENT DEVELOPMENT DEPARTMENT-Continued 

Table 1 
Employment Development Department 

Personnel-Years and Gross Expenditures by Program 

Prognlln 
L Employment Services .............. .. 

II. Food Stamp ................................. . 
III. Work Incentive (WIN) ........... . 
IV. Service Center ........................... . 
V. Job Agent.. ................................... . 

VI. California Employment and 
Training Advisory Council 

VII. Balance-of-State ........ ; ................ . 
VIII. Comprehensive Employment 

and Training ........... , ........... . 
IX. Public Works Employment Act 

of 1976 (Title II) ; ............. .. 
X. Unemployment Insurance ....... . 

XI. Disability Insurance ................. . 
XII. Migrant Services Office ........... . 

XIII. State Economic Opportunity 
Office ................................... . 

XIV. California Vietnam Veteran 
OJT Program ..................... . 

XV. Contract Services ....................... . 
XVI. Administrative Staff and Tech-

1976-77 1977-78 
Estimated Proposed 
PersOJlI1el- Personnel-

rears 
2,804.8 

145.0 
1,118.0 

169.3 
66.7 

107.4 
69.5 

309.0 

241.0 
4,922.2 
1,028.4 

9.6 

97.3 

lOB.5 

rears 
2,803.9 

145.0 
1,118.0 

169.3 
66.7 

112.2 
00.7 

205.7 

285.0 
4,565.7 
1,038.4 

9.6 

50.9 

51.7 

. 1976-77 
Estimated 

Expenditures 
$59,178,868 

2,639,433 
41,349,535 
4,051,366 
1,642,223 

27,973,675 
42,466,912 

11,626,586 

20,000,000 
2,114,548,738 

455,972,077 
4,283,700 

3,118,703 

7,057 
1,883,198 

1977-78 
Proposed 

Erpenditures 
$61,472,507 

2,739,400 
45,027,396 
4,169,137 
1,657,825 

24,515,293 
20,100,000 

7,977,048 

30,000,000 
1,812,294,951 

471,686,629 
3,936,950 

1,009,794 

1,499,986 

nical Assistance.................... (851.5) (840.5) (17,113,272) (17,554,807) 
XVII. Transfer of Contingent Fund 

Surplus .................................. 244,015 362,547 
XVIII. Rural and Migrant Affairs •...... (397,403,931) (342,055,447) 

Totals................................ 11,196.7 10,682.8 $2,790,986,086 $2,488,449,103 
U Information Display Only. 

Budget Committee by December 1,1977, a follow-up report specifying the 
results of the departments revitalization of employment services. 

In the 1976-77 Analysis we recommended that the department report 
to the Legislature concerning its efforts to revitalize the state employment 
services. The recommended report, which was submitted to the Legisla­
ture in December 1976, outlines a number of basic changes which have 
been implemented to improve the service. 

In its report, the department reemphasizes that the goal of the employ­
ment services program is efficient labor exchange, i.e., supplying employ­
ers· with qualified job applicants and providing unemployed applicants 
with good job openings within as short a time span as possible. At the same 
time the department is committed to ensure equity of effort for all job 
applicants, those who are hard-to-place as well as those who are immedi­
ately job ready. In order to assist hard-to-place job applicants effectively, 
the department is initiating or reemphasizing activities such as job finding 
workshops and increased individualized job development attempts. 

By concentrating on providing better services to employers, the depart­
ment ~xpects also to develop better job openings for applicants. Services 
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to e'mployers and to job applicants will be improved by assigning place­
ment interviewers to work with specific industry or occupational group-
ings. . 

The searching of EDD files to fill new job orders with qualified job 
applicants who are registered with the department has been neglected in 
the past few years. As a result, registration of job applicants became a 
time-consuming and often meaningless process. New procedures now em­
phasize registering only those persons for whom a servIce is reasonably 
expected to be provided. At the same time file searching is being renewed 
as an integral part of employment services. 

Some new procedures are also being tried in the joq bank and central 
order taking programs to improve services. Special projects have been 
implemented in Los Angeles, San Diego and San Jose. Results of these 
projects are expected to be available about mid-year 1977. 

These and other efforts being initiated by the department are encourag­
ing signs that the employment services are in fact beginning to be revital­
ized. However, there are several issues which were not addressed by the 
department's report. We therefore recommend that a follow-up study be 
conducted by the department which will evaluate the results of the revi­
talization effort and will address the following specific issues. 

No Service Received. In the past, a high percentage of job applicants 
have passed through the employment services system without receiving 
any services. The report should discuss this issue and indicate appropriate 
actions taken to increase services to applicants. 

Services to Professionals. Currently, the employment services system 
provides very little assistance to professional workers. The department 
should develop a pilot project to determine the employment services 
needs of professional and semi-professional persons and the potential of 
EDD meeting those needs . 

.Quality Evaluation. Employment services are evaluated on a national 
basis by a simple "head count" of placement transactions or individuals 
placed. This method of evaluation fails to recognize the difference 
between a one-day domestic service placement paying $2.50 per hour and 
a full-time industrial service placement paying $300 a week. A system 
should be developed that will evaluate quality of placements as well as 
quantity .. 

Program Costs. The follow-up report should also deal thoroughly with 
the costs and benefits of the various program elements. The program 
consists of four elements. Table 2 shows the elements arid the proposed 
funding for fiscal year 1977-78. 

Program Element 

Table 2 
Program Element Cost Comparison ' 

1971-78 

~:t!P~f:c~~~~~~~.~~~.~ .. :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
3. Indirect services .................................................................................................... .. 
4. Administration distribution ................................................................................ .. 

Total.. ..................................................................................................................... . 

Cost 
$12,832,731 
21,718,581 
21,256,534 

5,664,661 

$61,472,507 

Percent' 
20.9% 
35.3 
34.6 
9.2 

100.0% 
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EMPLOYMENT DEVELOPMENT DEPARTMENT-Continued 

Nearly 21 percent of the total effort statewide goes into the application 
process. Only 35 percent of the total resources of the program are used for 
the primary function, job placement. An almost equal amount of resources 
is used for indirect services such as developing labor market information, 
establishing employer and union services, promoting community relations 
and providing technical assistance. The staff development function is also 
a part of the indirect service. We question a distribution of resources 
which only directs 35 percent of the funding into the major thrust of the 
program. In fact, we were informed, the registration process in some 
instances actually consumes up to 45 or 50 percent of the field resources. 

Costs Per Action Increasing. Filially, the report should deal with the 
problem of rising costs per action in the employment services program. 
Table 3 compares the cost per individual placed and the cost per place­
ment transaction for fiscal years 1974-75 through 1977-78. 

Table 3 

Cost of Placement Activities 
1974-75 through 1977-78 

FS Total 
Program 

Fisc/Ii .' 'ellr Expenditures 
1974-75 actual) .................................. $49,971,565 
1975-76 (actual) ................................ 52,272,732 
1976-77 (est.) .................................... 59,178,868 
1977-78 (est.) .................................... 61,472,507 

Pilicement Cost per 
TTllI1S<1ch'ons Transllction 

436,007 $114.61 
412,575 126.70 
465,000 127.27 
465,465 132.07 

lndil iduals 
Placed 
293,941 
280,007 
323,107 
323,444 

Cost per 
lndilidual 

Piliced 
$170,Ol 

186.68 
183.16 
190.06 

"Placement Transactions" refer to the total number of placements 
achieved. Several transactions may involve the same individual placed in 
successive short-term jobs. "Individuals placed," on the other hand, re- , 
ports only the total number of individuals placed during a fiscal year. The 
figures for 1976-77 and 1977-78 are based on estimates of the department. 
If the pattern of previous years is repeated, costs will actually be higher 
for both transactions and individuals placed than the initial estimates 
indicate. The report should include a discussion of this pattern of rising 
costs per benefits. 

FOOD STAMP PROGRAM 

All potentially employable applicants for food stamps are required to 
register for employment with EDD. As a condition for continuing eligibili­
ty for food stamps, registrants must accept referral to appropriate job 

. openings. 
This program is fully funded by the federal government. The 1977-78 

budget of $2,739,400 is an increase of $99,967, or 3.8 percent. This will 
provide for 145 position equivalents. 

The impression of most EDD management and staff that we have talked 
to is that this registration process is an expensive program which has very 
little value or effect. 
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WORK INCENTIVE (WIN) 

The Work Incentive (WIN) program is designed to provide e~ploy­
ment and training services to the employable recipients of the Aid to 
Families with Dependent Children. (AFDC) program. With specified ex­
ceptions, employable members of AFDC families must register with EDD 
for the WIN program as a condition of eligibility to aid. 

. The WIN program is funded by 90 percent federal funds matched with 
10 percent state General Fund. A total of $45,027,396 has been budgeted 
for the program in fiscal year 1977-78. The General Fund portion is budg­
eted at $4,438,406 which is an increase of $323,313, or 7.9 percent, above 
the amount estimated to be expended during the current year. 

One change that will occur in the budget year is the transfer of state 
matching funds for the federal WIN child care allocation from EDD to the 
Department of Benefit Payments. Through this year, the federal WIN 
child care allocations have been budgeted by the Department of Benefit 
Payments but the matching funds were carried in the EDD budget. 

. Recent Program Results 

The eighth annual report to the Legislature regarding the effectiveness 
of the California Work Incentive program indicates that the WIN program 
during the 15 months encompassing fiscal year 1975-76 plus a three-month 
transitional quarter ending September 30, 1976, exceeded the federally 
established goals in terms of the numbers of WIN participants who en­
tered employment. The Department of Labor had set goals of 37,000 
job-placements to be accomplished by the department during the 15 
months. DuriIig that time, 46,133 WIN registrants entered employment. 
According to the data collected by the Department of Benefit Payments, 
welfare savings for the 15 months amounted to $37,000,000. California 
ranked well among the other. more populous states both in terms of the 
number ofregistrantswho entered employment and in terms of the total 
welfare savings. 

One area in which the department has made some improvement is the 
relationship between the EDD WIN unit and the staff relating to WIN in 
the Department of Benefit Payments (DBP). Staff from the two depart­
ments have worked out problem areas and have begun to coordinate in 
seeking to establish better working relationships in the field between staff 
of the county welfare departments and EDD field offices. There is some 
discussion now of co-locating DBP and EDD WIN central office staffs in 
order to further enhance working relationships. 

Another change in the program which appears to improve significantly 
the potential for assisting welfare recipients to enter employment is the 
Intensive Manpower Services (IMS) component. This component, adopt­
edMarch 16, 1976, consists primarily of group job-finding workshop ses­
sions in which the participants are helped in developing techniques for job 
seeking, application completion and job interviewing. Job-fjnding work­
shops have iIi other settings proven to be successful and it is likely that this 
will prove to be a strengthening feature for the WIN program. 
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Problem Areas 

Although the department does seem to be making progress in correct­
ing some of the past problems with the WIN program, there are a number 
of major problems which hamper the effectiveness of the program. 

Registration. A year ago, reports from the department indicated that 
over 30 percent of the WIN staff time is used simply for the mandatory 
registration process. The eighth annual WIN report states that 16 percent 
of the time is still used for registration of clients who will never be assisted 
by the program. This problem results from the federal requirement that 
all nonexempt AFDC employable recipients must register with the WIN 
program as a condition of eligibility to receive aid. Table 4 compares the 
number of registrants with the number of persons who entered employ­
ment during fiscal year 1975-76 and the transitional quarter ending Sep­
tember 30, 1976. 

Table 4 
Comparison of WIN Registrants with Job Entrants Q 

Fiscal Year 1975-76 and Transition Quarter 

Registmtiol1s 
Periods COI·ered (Cumulatil"e) 
FY July 1975 through June 30, 1976 .............................................. 355,214 
Transitional Quarter ending September 30, 1976...................... 387,633 
a Source: J..";ghth AllIIIIII/ Report to the Legis/llture all WI.\" . 

Registral1ts 
At El1d of 
Reportil1g 

Period 
137,789 
230,392 

RegistTJl11ts 
Obtail1il1g 
Full-Time 

Emplo.lwe/lt 
(Cumulatil'e) 

33,821 
41,436 

. There were 387,633 cumulative registrants in the WIN program during 
the I5-month period. Only 41,436 of these registrants entered employ­
ment during that same time. Even this comparison does not give an 
accurate reflection of the relative ineffectiveness of the WIN program. 
Many of those who entered employment were never participants in the 
WIN program. A participant is a WIN registrant who is entered into a WIN 
service component. Of those who entered employment, it is estimated 
that almost two-thirds found jobs on their own rather than being referred 
by EDD. The eighth annual report states that only about 5 percent of the 
registrants on-hand at the end of each reporting period were actually 
participating in one of the WIN components; This indicates that there are 
many clients who are registered in the WIN program who are never 
provided a service. . 

Recognizing this problem, the department has applied to the Depart­
ment of Labor requesting waivers in the WIN registration process. The 
department is asking to test the effectiveness of establishing WIN asa 
voluntary program in a few select counties. If the waivers are granted, the 
project will determine what savings may be realized by registering and 
serving only those AFDC clients who wish to volunteer for the WIN 
program. 

Disincentives to Employment. One of the major problems facing 
AFDC employable recipients is the issue of disincentives to employment. 
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As social benefits through welfare and ·medical insurance programs ·are 
increasing, the disincentives for employment are also incre~sing. Higher 
costs of employment. and related expenses also work against the AFDC 
family head entering employment. Because of these disincentives,. the 
department is seeking waivers to test the benefit of using public funds to 
contract with private employers to provide jobs for volunteer AFDC 
recipients. 

WIN Program Evaluation 

We recommend that the department, in its ninth annual report to the 
Legislature on WIN present a fully documented evaluation of the WIN 
program components. 

During the past several years we have brought to the attention of the 
Legislature the lack of good evaluation systems that is characteristic of 

. most of the manpower programs and is particularly evident in the WIN 
program. The WIN program was inaugurated in 1968. Through'the years, 
there have been massive collections of data and unending reports gener­
ated about it. Nevertheless, it is still virtually impossible to identify which 
components of the WIN program are the most effective. The seven basic 
WIN components as identified in the annual report are: 

1. WIN Institutional Training. This component provides for vocation­
al training through public or private facilities· when it is determined that 
a WIN participant is not job-ready without some basic educational assist­
ance. 

2. Work Experience. A WIN participant may be placed in an un­
salaried job training position for exposure to work experience and some 
skill training. 

3. WIN On-the-job Training. The WIN participant may be placed in 
a regular employment situation in which the employer is reimbursed for 
portions of the costs of training the employee (up to 50 percent of the 
wages). . 

4. WIN-COD (Career Opportunity Development). This is a special 
California Public Service Employment (CPSE) project administered by 
the State Personnel Board and the Employment Development Depart­
ment. WIN-COD places participants in state and local government civil 
service positions. Salary costs are reimbursed to the hiring agencies for 
periods of up to one year. 

5.WIN-PSE (Public Service Employment). In addition to the public 
service employment under WIN-COD, the Employment Development 
Department also administers a separate WIN-PSE program. 

6. Intensive Manpower Services. This is a new component designed to 
provide WIN participants with ,specific help in terms of job development 
and job-seeking techniques. It is administered primarily through the use 
of group job-finding workshops. 

7. Participation in Other Programs. A WIN participant may be re­
ferred to another employment or training program such as programs 
under the Comprehensive Employment and Training Act (CET A). 

There are no data available to demonstrate which of the above pro­
grams are effective for the various types of clients. The costs identified 
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with each of the program components are unreliable. We recognize that 
the department has made efforts to improve the program through innova­
tive new projects. However, the real effectiveness of the existing program 
has not been thoroughly evaluated. Therefore, we recommend that dur­
ing the calendar year 1977, the department thoroughly review andevalu­
ate the program and present the results of that evaluation with 
recommendations for changes in the ninth annual report to the Legisla­
ture on WIN. 

SERVICE CENTER PROGRAM 

There are eight· service centers located in San Francisco, Richmond, 
Venice, South Central Los Angeles, East Los Angeles, San Diego,· East 
Fresno and West Fresno. The Service Center program, administered 
through these eight centers, seeks to facilitate the more effective coordi­
nation; development and improvement of employment-related services to 
residents in the poverty areas in which the centers are located. The goal 
of the program is to assist the clients of the centers to reach their highest 
potential of economic self-sufficiency. 

The program budget request for 1977-78 is $4,169,137 which is an in­
crease of $117,771, or 2.9 percent, over the amount estimated to be expend­
ed during the current year. The program is totally supported from the 
State General Fund. 

Program Redesign 

During-the past year, the department has redesigned the Service Cen­
ter program in an effort to (1) make it more effective in meeting the 
needs of the clients it serves and (2) demonstrate clearly to the Legisla­
ture that the program is complementary rather than duplicative of the 
federally-funded employment services program. 

The Service Center program was first implemented in 1966. The con­
cept at that time was to establish a "supermarket" of services where the 
disadvantaged would be given all needed service assistance under one 
roof. Several state and local government agencies were located in the 
centers and a single administrator was the "functional" supervisor over all 
the programs in each center. Because of the conflicting purposes of the 
different agencies, the concept quickly deteriorated. Legislation in 1968 
moved the program into the newly formed Department of Human Re­
sources Development (HRD). 

By 1972, the original program had virtually disappeared. HRD was be­
ing funded for a program which only existed in name. The service centers 
could hardly be distinguished from HRD centers which werefully funded 
by the federal government. There was no distinct use of the state service 
center funds and no separate reporting system to identify program out­
puts. 

The department has now established a clearly defined separate pro­
gram with 169 positions operating out of the eight service centers. Approx­
imately 79 of these positions provide direct employment-related services 
to a specific caseload of clients. Service center clients are certified as being 
disadvantaged and hard-to-place persons in need of services beyond the 
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normal employment services offered in other EDD offices. Each servic~ 
center also offers the federally-funded services available in other EDD 
offices. 

For the ongoing administration of the program, the department has 
~stablished a separate reporting system which is regularly monitored and 
evaluated. Evaluations are based on two primary outputs, removal of 
barriers to employment and successful closures. For a case to be classified 
as a successful closure, the client must have been placed in a job by the 
program and must have remained employed for at least 30 days. Program 
goals for fiscal year 1977-78 include the successful closure of 5,762 cases. 

The revised program began operating July 1, 1976. It is, therefore, much 
too early to determine the degree to which the program will be effective 
in serving the disadvantaged unemployed. We believe that the steps 
which have been taken will provide a good basis for future program 
evaluation. 

JOB AGENT PROGRAM 

The Job Agent program isa carryover from the Human Resources De­
velopment concept. The program was designed to provide job placement 
and employability-related supportive services to economically disadvan­
taged persons who live within defined economically disadvantaged areas. 

The program budget proposal of $1,657,825 is a slight increase of $15,602, 
or less than 1 percent, over the current year expenditures. The program 
is entirely funded from the state General Fund. 

Recommend Termination Job Agent Program 

We recommend deletion of Item 257(e), General Fund support for the 
Job Agent program in the amount of $1,657,825. 

·We further recommend that legislation be enacted to abolish the pro­
gram by deleting Sections 9603, 9611 and 9700 through 9704 of the Unem~ 
ployment Insurance Code. 

In our 1976-77 Analysis we withheld recommendation on the funding 
of the Job Agent program pending clarification of the department's plans 
and goals f9r that program. We pointed out that the Job Agent program 
from the time of its implementation in 1969 had never been a successful 
program. Numerous reviews of the program repeatedly found it to be 
ineffective. The department consistently failed to integrate the program 
into it!) overall service delivery system. At the time of last year's analysis, 
we were awaiting another departmental task force report which was 
subsequently issued on February 5, 1976. 

The report directed itself to (1) the role of the job agent, (2) job agent 
employment standards, (3) evaluation of job agents, and (4) implementa­
tion of the task force recommendations. 

The task force concluded that the intended role of the job agent is 
clearly stated in the Unemployment Insurance (UI) Code. The job agent, 
according to the VI Code is intended to be a case carrying individual who 
is responsible for assisting economically disadvantaged persons to become 
economically self-sufficient by mobilizing all applicable employment and 

. employment-related services and bringing them to bear directly on the 
needs of the individual client. The report Indicated that inpractice, the 
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rol~ -of the job agent since its implementation in 1969; has been no more· 
than an "intensive placement specialist", a role which "cannot be consid­
ered cost-effective", 

The remainder of the report essentially endorsed the policies and proce­
dures that the department had already established regarding the Job 
Agent program and made the observation that the primary weakness of 
the program had been the inability or unwillingness of the department to 
. enforce its policy directives. The report suggested a new training package 
be developed for the job agents. It recommended that the number of job 
agents proposed in the budget be reduced from 69 positions to 58 positions 
and that the salary savings be used to provide case service funds in the 
amount of $2,500 per job agent per year. The budget shows there are 66.7 
positions authorized for the current year which are proposed to be con­
tinued in the budget year. 

The task force was unable to reach . a consensus on the organizational 
structure necessary to provide a new test of the Job Agent program con­
cepts during fiscal year 197~77. Because the case carrying function is 
unique among EDD programs, the majority of the task force felt that the 
job agent supervisor should be a person who is qualified to provide case­
work supervision, should supervise only job agents and should have no 
program responsibilities other than job agents. When the number of job 
agents in a single office is too small to merit one full-time supervisor, a 
"roving supervisor" should be assign,ed to give functional supervision to 
job agents in several local offices. The majority recommendation was re­
jected by the administration. Supervision is instead provided by persons 
who have supervisory responsibility for other EDD staff. The supervisor 
mayor may not be experienced in the techniques of casework. 

Continuation of Program Contingent on Performance. At budget hear­
ings in early 1976, we stated that in view of the consistent failure of the 
department to administer the Job Agent program effectively, we seriously 
questioned its continuation in EDD. We pointed out that iUs essentially 
a social work activity. We are doubtful that a social work function can ever 
become a well-supervised program within the structure of EDD. The 
department agreed that the program was entering a final testing period. 

On the basis of our recommendation, budgeting for the current fiscal 
yel!r was approved, and budget language was adopted requesting that 
"the department submit to the Joint Legislative Budget Committee by 
December 1. 1976 a report on the ~ffectiveness of the Job Agent progr~m 
and the desirability of continuing the program beyond fiscal year 197~ 
77." 

. The d~partment submitted the requested report which stated that. "the 
director of EDD has pledged his full support for the Job Agent program 
for the remainder of this fiscal year. "'The report goes on to say that several 
basic changes have been made in the program. A new performance stand­
ard requires that each job agent complete 40 successful closures per year. 
Case services funds in the amount of $2,500 per job agent have been made 
available. A job agent promotional examinatioilhasbeen given and five 
additional job agents hired, bringing the total positions filled to (550u~ of 
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the 66.7 positions authorized. The job agent program will also be included 
in regular field office evaluations fol' the first time. 

The final paragraph of the report states "as a result of major changes in 
the Job Agent program this year, the program is beginning to move again 
in a positive direction toward improving services to the severely disadvan­
taged.With strong support from the administration and closer supervi­
sion, this program can be an effective means for aiding those individuals 
in need of employability services imd employm~nt." , . 

Failure to Modify Program Results Substantially. We believe that the 
department's report, coupled with the job agent client summary reports 
which are issued monthly, demonstrates that there is no substantial 
change in the place of the Job Agent program in the EDD structure and 
that there is no change' in the productivity of the job agents. As early as 
February 1976, the department agreed that by the end of 1976 it would 
produce a report relating to the desirability of continuing the program 
beyond fiscal year 1976-77. However, the job agent reports during.1976 
have shown a consistent decline in the nuniber of enrollments in the Job 
Agent program. At the end of December 1975, there were 3,038 clients in 
the statewide job agent caseload. Through November, 1976 (the most 
re,cent.report produced by the department) each monthly report stated 
"the statewide caseload . . . reflects the continuing decline of the job 
agent caseload." The November caseload was 2,142 clients. Tabl~ 5 shows 
the job agent caseload summary at the end of each month from February 
when the d~partment made the commitment to give a final test to the Job 
Agent program through November of 1976. ' 

Table 5 
Job Agent Caseload Summary 

1976 

Nell" 
Jlol1fh elltries 

February .......................................................... 255 
March................................................................ 355 
April.................................................................. 297 
May.,.................................................................. 215 
June .................................................................. 221 
July .................................................................... 186 
August .............................................................. 222 
September ...... '................................................ 209 
October ............................................................ 240 
November ........................................................ 263 

Successful 
closures 

115 
148 
196 
167 
lOB 
129 
138 
137 
206 
167 

.\'ol1successlitl 
closures 

178 
196 
252 
194 
130 
152 
160 
169 
152 
127 

Elld of 
l11ol!th 

caseload 
, 

2,862 
,2,873 

2,722 
2,576,' 
2,559 
2,464 
2;388 
2,291 
2,173 
2,142 

Between February and November of 1976 the caseload at the end of the 
month declined by 25 percent. During that same time, the new entries 
into the program showed a general tendency to decline, that is, during the 
last five months of fiscal year 1975-76, the average intake per month was 
268.6 cases. During the first five months of fiscal year 1975-76, the average 
had declined to 224 per month. Comparing the same two five-month 
periods, there was a slight average monthly increase in successful closures 
in the first five months of the current fiscal year up from an average of 
146;8 cases per month to 155.4. 
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We believe thatthe program has had ample time to be tested in the 
Employment Development Department and its predecessor, the Depart­
ment of Human Resources Development. Every evaluation of the pro­
gram has demonstrated the department's failure to make it a viable part 
of its overall service delivery system and an effective, functioning pro­
gram. The Job Agent program was designed as a key element in the HRD 
experiment. The HRD concept was discarded by the Legislature with the 
pa.ssage of the Employment Development Act in 1973. Although the job 
agerit was retained in that legislation, the position lost its real purpose. The 
central purpose of the department was restored to that of primarily a labor 
exchange program. We believe that there are several reasons why the job 
agent function cannot work in the current departmental philosophy and 
structure: 

. 1. Direct supervision of the job agents cannot be focused because the 
supervisor must carry the responsibility for a broad range of employment 
services and is likely not to be skilled in casework supervision~ 
. 2.' The Employment Development Department has been authorized a 

total of over 11,000 employee positions during the 197~77 fiscal year. Of 
that number, 2,804.8 are employment service workers; 1,118 are WIN 
workers. There are 66.7 authorized job agent positions. The 55 existing job 
agerits are scattered throughout the department and involved in activities 
which are not integral to the type and focus of services otherwise offered 
by the department. We believe that the systems cannot be designed to 
integrate these positions effectively into the department. 

3. The history of the Job Agent program under several different direc­
tors has consistently failed to meet expectations as envisioned by the HRD 
Act. . 

CALIFORNIA EMPLOYMENT AND TRAINING ADVISORY COUNCIL 

This program consists of the California Employment and Training Advi­
sory. Council and Office. The CET A Council and Office are fully funded 
by federal grants and reimbursements. The budget projection for 1977~78 
of $24,515,293 is a decrease of $3,458,382, or 12.4 percent from the amount 
estimated to be expended during the current fiscal year. 

The California Employment and Training Office (CETA-O) was estab~ 
lished in EDD to fulfill a two-fold function. First, the office serves as staff 
to the California Employment and Training Advisory (CETA) Cauncil. 
Second, it administers the Governor's Special Grant funds made available 
to the state under the Comprehensive Employment and Training Act 

,(GETA) of 1973 for purposes of (a) support of the CETA Council, (b) 
provision of statewide manpower servIces and (c) provision of vocational 
educat~on services. In addition, the office is providing coordination 
between CETA prime sponsors and allstate agencies relating to pu\>lic 
service employment (PSE). ' 

/ -
. CET A Council HistorY 

The" CET A Council was created originally by the state Employ~ent 
Dev~lopment Act ofl973. Initially called the California Manpower Plan­
ning Council, it was given broad responsibilities to establish and imple-



Items 257-259 HEALTH AND WELFARE / 573 

ment a program of comprehensive and coordinated manpower planning 
in California. 

The council was subsequently modified to fit the requirements of the 
federal Comprehensive Employment and Training Act (CETA) of 1973. 
Under the federal act, the council is responsible for providing a coordinat­
ed network of employment and training services throughout the state. 

The CETA Act provides that employment and training programs shall 
be locally planned and administered through local "prime sponsors." Any 
county or city with a population of 100,000 or more can qualify to be a 
prime sponsor. There are 37 prime sponsors in California including the 
state which acts as a prime sponsor for the remainder of the areas in the 
state not covered by local prime sponsors. 

The CET A Council is responsible to review prime sponsor plans and 
plans of state agencies that have entered into agreements with prime 
sponsors. It is also responsible for making recommendations for improving 
the .coordination and effectiveness of manpower services in the state and 
for monitoring all manpower progdms offered under CET A. The council 
must submit an annual report to the Governor regarding manpower needs 
and programs in the state. 

Statewide Manpower Planning and Coordination 

It is vital that California establish a strong planning, coordinating and 
monitoring system designed to meet the unemployment problems facing 
the p()pulation of this state. During the past year the unemployment rate 
in the state has stubbornly held, on a seasonally adjusted basis, at a level 
of between 9 and 10 percent of the total population in the civilian labor 
force. In December 1975, the rate stood at 10.1 percent. It trended 'slowly 
downward during 1976 finally reaching 9.1 percent in December. The 
Governor's Budget predicts unemployment levels will average 8.4 per­
cent in 1977 and 7.4 percent in 1978. 

Labor force analysts generally acknowledge that there are many unem­
ployed persons not reflected in unemployment statistics who have 
dropped out of, or never entered, the labor force because of discourage­
ment due to the intense competition for available jobs. As the economy 
improves many of these discouraged workers will enter or reenter the 
labor force thus tending to keep the unemployment level high. 

Even when the unemployment levels are reduced to a more acceptable 
range, there are groups of workers such as youths, minorities, and older 
workers who still find it difficult to penetrate the job market. Special 
employment and training programs should be deveJoped to meet the 
needs ofthese target population groups. 

The state manpower planning body can be expected to consider a wide 
variety of issues relating to employment in California, such as: (1) the 
integration of education programs with future labor market needs, (2) the 
effects of linking employment and training programs with economic de­
velopment programs, (3) the possibility of encouraging jobs in the private· 
sector through business stimulation efforts (such as fact-finding and infor" 
mation-dispensing activities), (4) the environmental impact of job crea­
tionefforts and the job creation impact of environmental protection and 
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energy saving programs, (5) the effectiveness of some of the more popular 
categorical manpower programs including public service employment, 
on-the-job training, welfare work programs, unemployment insurance 
claimant job search efforts, EDD employment services, institutional train­
ing programs, (6) the identification of the kinds of programs which are 
working or need to be developed to assist special target populations to 
penetrate the employment market, (7) the potential effect on unemploy­
ment which might be achieved through concentration of efforts to stimu­
late development oflabor intensive industries, and (8) the positive and/or 
negative influence on the labor force and the job market created by 
income supportive programs such as unemployment insurance, Aid to 
Families with Dependent Children, food stamps, Medi-Cal, etc. 

Policy Vacuum. The present CET A Council and Office have not evi­
denced consideration of many of these issues. Instead, most of the efforts 
have been concentrated on the disbursement of the Governor's CETA 
discretionary funds. These funds appear to have been granted in a policy. 
vacuum. Programs have been funded for one year as demonstration 
projects. However, no mechanism has been established to evaluate the 
projects to determine if or to what degree they are effective in alleviating 
California's unemployment problems. Furthermore, there has been no 
system implemented to continue those programs which might prove to be, 
worthwhile. 

In summary (1) employment and training resources in the state have 
not been identified as to program dollar amounts available, targeted popu­
lations, program impacts or overlapping efforts, (2) objectives for Califor­
nia employment and training programs have not been formulated, (3) 
working strategies for achieving a maximum impact by the use of available 
resources have not been developed, and (4) statewide coordination of 
employment and training programs is nonexistent. 

Governmental Location and Organizational Arrangement of 
CETA Council and Office 

We recommend legislation to: 
(a) Transfer the California Employment and Training Advisory 

(CETA) Council;md Office to the Health and Welfare Agency $ecretary. 
(b) Give to the Director of the CETA Office the powers·and salary base 

of the head of a department. 
Governmental Location. The current statute does not designate 

where in state government the council shall be located. Administratively 
the council and office have been placed in the Employment Development 
Department (EDD). There are at least four disadvantages to the location 
of the CETA Council and Office in EDD: (1) they are buried too low in 
the state organizational structure to have much impact on other state 
agencies, (2) there are conflicting roles of CETA prime sponsors with state 
employment services administered by EDD, (3) the tie to an old line 
bureaucracy limits the abiBty of the CET A Council and Office to provide 
innovative leadership in developing viable solutions to California's unem-

. ployment problems,and (4) the tie to EDD program interests also limits 
the council and office's capacity to plan, coordinate and monitor stateWide 
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employment and training efforts. 
The nature of the responsibilities of the CET A Council and Office re­

quires that they be located at a high level in state government. It should 
be reconstituted as an autonomous entity attached to an Agency secretary. 
We recommend the Health and Welfare Agency because of its linkage to 
EDD, the Department of Rehabilitation and the Department of Benefit 
Payments. 

Organizational Structure. Both the state and federal law give responsi­
bility to the CETA Council to formulate state manpower policy. The 
ability of the council to achieve a role of providing policy direction is 
weakened by having staff which reports not only to the council but also 
to the.director of EDD. We believe that the council would be better able 
to fulfill its function if the executive director of the office which serves as 
staff to the council were given more authority and responsibility to con­
centrate the efforts of the office toward the planning, coordinating and 
monitoring of employment and training efforts. 

State Employment and Economic Development Coordination 

We recommend that a study be conducted to (1) define the state s role 
in employment-related economic and business development activities, 
(2) develop specific objectives for fulfilling the defined role, (3) evaluate 
current state activities in the light of the specified objectives, and (4) 
determine the most effective method of bringing together the state activi­
ties into a coordinated program. 

Currently, the state efforts which are designed to have some impact on 
employment and' unemployment in California are uncoordinated, frag­
mented, overlapping, and often working at cross purposes. We propose 
that a study be conducted to define what the state's role should be in 
economic and business development and to determine how these activi­
ties can be coordinated with employment-related activities in order to 
maximize the impact on California's unemployment problems. 

The potential for state influence in economic development is limited 
because national and state economic conditions are influenced primarily 
by national fiscal and budgetary policies. However, there is a need to 
determine the extent to which a state policy for coordinated program 
implementation can influence California's unemployment problems. Un­
til we have defined a proper state role and established a set of coordinated 
objectives for program implementation, the continuation of existing state 
and federally funded programs will be ineffective. 

A brief review of California's efforts to alleviate the unemployment 
problems it faces demonstrates the need for a new approach 

Department of Housing and Community Development. California's 
general economic development activities, during the past 15 years have 
lacked clearly defined objectives. Efforts have been uncoordinated and 
without demonstrated program effectiveness. In 1975, the Department of 
Commerce which had been chiefly responsible for economic develop­
ment in the state was abolished. The technical economic development 
assistance function was transferred to the Department of Housing and 
Community Development (HCD). The information and correspondence 

21-75173 
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and business liaison functions were terminated al<mg with the Depart­
ment of Commerce. 

The economic development program at HCD offers technical assistance 
to local governments and administers a grant and loan program funded by 
a $2 million federal grant matched by $500,000 state General Fund. The 
program at HCD is small and lacking in any statewide policy direction. 

Commission for Economic Development. Another state unit, the Com­
mission for Economic Development, is statutorily responsible for review­
ing economic development programs and reporting findings with 
recommendations to the Legislature and the Governor. Since its creation 
in 1972, the commission has been ineffective. By law it is due to be ter­
minated on June 30, 1977. 

State Economic Opportunity Office. The State Economic Opportunity 
Office (SEOO) has developed a few small projects, primarily in rural areas 
of the state, designed to improve the well-being of the poor population in 
California. A part of SEOO's efforts has been directed at forms of econom­
ic and business development. The projects have been developed without 
any overall planned objectives and little or no overall impact. 

CaiiforniaJob Creation Program. The California Job Creation Program 
(Cal-Job) is designed to promote employment by assisting small busi­
nesses through a loan guarantee and technical assistance program. The 
program, in existence since 1968, has failed to have a significant impact on 

, small business promotion. In addition, the loan guarantee program by the 
end of 1975 had experienced an accumulative business default rate of 39 
percent of the firms assisted since 1969. 

Chapter 985, St~tutes of 1975, provided statutory authority for the for­
mation of privately owned and operated business and industrial develop­
ment corporations having statewide lending authority. This legislation 
primarily encourges "self-help" using private and federal funds as venture 
capital, without committing state funds or credit. We know of no one who 
has used this vehicle in California up to the present time. 

Until now, California programs have done very little to foster economic 
and business development. The record of employment and training pro­
grams has been little better. Efforts have been uncoordinated and over­
lapping. There are several billions of dollars in federal funds coming into 
the state annually for a variety of employment and economic develop­
ment-related programs, but there is no management information system 
to determine how these funds are being used. 

There are a number of options available to the state to make better use 
of the existing human and fiscal resources to assist Californians to enter the 
labor market. These include direct financial assistance (limited), business 
locational assistance, employment and training programs, information re­
search and fact finding, and technical assistance (primarily to small busi­
ness). We recommend that serious consideration be given to the potential 
state role in these and other options, that the state role be defined and that 
a coordinated program be developed for implementation. A part of the 
recommended study should include an analysis of where the program 
efforts should be located in state governments, which of the existing pro-
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grams, if any, should be terminated and which programs might be effec­
tively merged into a single s~ate department for more efficient and effec­
tive program implementation. 

BALA,NCE OF STATE PROGRAMS 

The purpose of the Comprehensive Employment and Training Act of 
1973 (CETA) was to decategorize the numerous employment and training 
programs that had previously been established and to make manpower 
programs more responsive to local labor market conditions. Under the act, 
block grants are now made to 36 local government prime sponsors in 
California plus the state government which !llso receives a grant as prime 
sponsor for the 28 "balance of state" counties which are too small to qualify 
as prime sponsors. Prime sponsors are units of general local government 
with populations of 100,000 or more. They may also be a combination of 
units of local government which join together as a consortium as long as 
one of the members of the combination has a population of 100,000 or 
more. 

The CETA Balance-of-State (CBOS) office administers the program 
through local planning councils in each of the 28 counties. The CBOS 
expects to receive funds totaling $20,100,000 during fiscal year 1977-78. 
This is a decrease of over $22 million from the current year. The two titles 
of the CETA Act (Titles II and VI) which provide for public service 
employment are being reduced dramatically because of the expected 
upturn in the economy. . 

The funds that are granted to the prime sponsors may be used to finance " 
the development and creation of job opportunities and to fund training, 
education, and other related services designed to enable individuals to 
secure and retain employment commensurate with their maximum po­
tential. Title I ofCETA provides for a broad range of employment and 
training activities. Title II provides for public service employment with an 
emphasis on transition from subsidized to unsubsidized employment. Title 
III provides for summer employment programs for economically disad­
vantaged youth. Title VI, which was added as an emergency measure at 
the end of 1974, provided for massive public service employment during 
the recession of 1975-76. Title VI was recently extended through Septem- ' 
ber 1977. 

COMPREHENSIVE EMPLOYMENT AND TRAINING PROGRAM 

Under the Comprehensive Employment and Training Act (CETA) of 
1973, the role of the state employment services agency, EDD, in' the 
delivery of manpower training services has been greatly changed. Prior 
to the passage of CETA, EDD was regarded as the presumptive deliverer 
of manpower services. Under CET A, manpower programs are locally ad­
ministered through prime sponsors. EDD may become a service provider 
for a prime sponsor by entering into a contractual agreement to deliver 
employment and training services but otherwise has no role in such ,serv­
ices. 

Fiscal year 1974-75 was a period of transition from the categorical serv­
ices enumerated in the Manpower Development and Training Act 
(MDT A) and the Economic Opportunity Act (EOA). Since December 30, 
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1974, programs no longer exist under those two acts. EDD has since nego­
tiated a number of contracts to deliver services similar to those which they 
previously offered under MDT A and EOA. 

Through contractual arrangements, EDD will receive approximately 
$9,459,459 in reimbursements from local prime sponsors during the cur­
rent fiscal year for employment and training services provided. It is ex­
pected to be reduced to $5,693,982 during fiscal year 1977-78. 

In addition to the reimbursements from prime sponsors, the depart­
ment receives federal reimbursements for services rendered under vari­
ous CET A programs which are funded directly by the Department of 
Labor. During 1977-78 EDD expects to receive about $2.3 million in fed­
eral funds for (1) recruiting and enrolling disadvantaged young men to fill 
California's quota of openings in Job Corps, (2) providing managers of 
manpower development for the National Alliance of Businessmen (NAB) 
on-the-job training program and (4) providing labor market information 
services to California prime sponsors. Table 6 shows the program element 
costs and source of funding and the number of positions authorized for the 
Comprehensive Employment and Training Program for 1977-78; 

Table 6 

Program Elements of Comprehensive Employment and Training Program 
1977-78 

Element 
1. Comprehensive Manpower Services (CETA Title I) ................. . 
2. Job Corps (CETA Title IV) ............................................................... . 
3. Managers of Manpower Development (NAB·MMD) ................. . 
4. Labor Market Information (Title III) ............................................ .. 

Element 
Cost 

$5,692,982 
1,038,617 

437,362 
808,087 

Source 
of 

Funding 
Prime Sponsors 
Federal Funds 
Federal Funds 
Federal Funds 

PUBLIC WORKS EMPLOYMENT ACT OF 1976 (TITLE II) 

The purpose of the Public Works Employment Act of 1976 (Public Law 
94-369) is to stimulate economic recovery by providing federal fiscal assist­
ance to state and local governments. The Congress appropriated $3.25 
billion to fund the two major titles of the Act: Title I, Local Public Works, 
provides $2.0 billion (California estimated at $25(:) million) to state and 
local governments for capital outlay projects, and Title II, antirecession 
provisions, provides $1.25 billion (California estimated at $180 million) to 
state and local governments to maintain basic governmental services. 

Title I funds are being administered on a project by project award basis 
by the U.S. Department of Commerce. Commerce will also monitor the 
projects. Title II funds, on the other hand, are being awarde'd to the state 
or local entities on a block funding basis and must be monitored by the 
receiving entity. 

The Governor has given EDD the responsibility as the single state entity 
to administer the Title II funds that are being allocated to the state. It is 
estimated that about $60 million will be allocated to the state with the 
remaining $120 million allocated to local government jurisdictions in the 
state. The Governor's Budget projects state allocations totaling $50 mil-
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lion. However, the state has already received almost $49 million. The final 
allQcation should be between $10 and $12 million bringing the total to 
around $60 million. EDD is submitting recommended funding proposals 
to a policy group consisting of the Directors of EDD, the Department of 
Finance, and the Department of Housing and Community Development 
for further review and recommendation. Final project approval is made 
by the Governor's Office. 

Title II Programs are subject to two major restrictions by the Act: 
(1) payments must be appropriated (or obligated) within six months of 

receipt; and 
(2) funds must be used "for the maintenance of basic services custom­

arily provided to persons in that state." 
Funds are being distributed to the state and local governments on a 

quarter by quarter basis for five calendar quarters, retroactively, from July 
1, 1976, and running through the quarter ending September 30, 1977. 

The anticipated funds and their distribution among state agencies is 
displayed in Table 7. 

Table 7 
DISTRIBUTION OF PUBLIC WORKS EMPLOYMENT ACT. TITLE II FUNDS 

Personnel­
~Jf!llI"~ .' 

197~77 1977-78 
Employment Development Department ( Administra-

tion) ................................... :................................................ 7 10 
Employment Development Department .......................... 48 68 
Department of Industrial Relations .................................... 43 65 
Department of Veterans Affairs .......................................... 3 5 
Department of Parks and Recreation ................................ 40 38 
Department of Conservation................................................ 2 3 
Office of Planning and Research ........................................ (9) (10) 
Secretary of State .................................................................... 4 6 
Department of Consumer Affairs........................................ 5 7 
Department of Benefit Payments ..................................... . 
Department of Rehabilitation .............................................. (22) (44.5) 
Department of Education .................................................... 12 18 
University of California .......................................................... 60 40 
California Community Colleges .......................................... 7 10 
Commission for Teacher Preparation and LicenSing .... ' 2 3 
Agriculture and Services Agency........................................ 8 12 

Totals, State Operations .................................................... 241 285 
Local Assistance: 

Department of Health........................................................ (66) 

Total, Local Assistance .................................................. (66) 

,'" ~ §xpend[tu[es _ 
197~77 1977-78 

$261,504 
720,025 

1,032,498 
41,662 

516,000 
30,122 

305,667 
62,0Q9 

143,570 
269,346 
313,076 
154,378 

1,071,600 
83,144 
36,939 

287 ,334 

$5,328,865 

$8,727,936 

$8,727,936 

$392,256 
1,080,038 
1,548,747 

83,338 
496,000 
45,185 

311,750 
93,000 

215,352 
404,020 
469,615 
231,568 
'714,400 
124,716 
55,408 

431,002 

$6,696,395 

Totals, Local Assistance and State Operations .... 241 285 $14,056,801 $6,696,395 
Unallocated balance ......................................... : ..................... . 5,943,199 23,303,605 

Totals, PWEA of 1976 (Federal funds) .......................... 241 285 $20,000,000 I $30,000,000 I 
I Expenditures displayed on an estimated cash basis. 

EDD-Administered Projects Under PWEA 

For the purpose of overall state administration of the PWEA funds, 
EDD will receive $653,760 during the current and the 1977-78 fiscal years. 
In addition, the budget shows a total of $1,800,063 over the same two fiscal 
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years which will fund the following"projects: (1) two projects designed to 
reduce the backlog relating to unemployment insurance claims process­
ing, (2) a manpower management information system project designed to 
provide current information regarding manpower supply and demand, 
and (3) a California Household Survey project which will test the feasibil­
ity of improving the accuracy of measurements of employment and unem­
ployment in California. 

In January the Department of Finance approved three more EDD 
projects under PWEA. The additional projects totaling $1,092,572 will seek 
to provide improved employment services to migrant and seasonal work­
ers and to UI claimaI'lts. 

Another pending prbject, if approved, will provide $1,500,000 for labor 
costs related to the rehabilitation of seasonal, migrant farm labor housing 
in state-operated centers. 

UNEMPLOYMENT INSURANCE PROGRAM 
The Unemployment Insurance (UI) Program operates under federal 

and state laws. Its primary objective is to reduce economic hardship 
through benefit payments to the eligible worker who through no fault of 
his own is unemployed. Eligibility for benefit payments is gained by work­
ing in "covered employment" as defined in the State Unemployment 
Insurance Code. The unemployment benefits and the cost of administra­
tion are funded by employer contributions. 

. The total VI program budget of $1;812,294,951 for fiscal y~ar 1977-78 is 
an expected decrease of $302,253,787, or 14.3 percent. The bulk of the 
reduction is in benefit payments. The cost of administering the program 
is projected at $112,294,951 which is a reduction of $2,253,787, or about 2 
percent. 

Maximum regular benefit entitlement is limited to 26 weeks, but during 
periods of high unemployment such as 1976, Congress has extended enti­
tlement in 13-week segments up to 65 weeks total. Benefits are paid 
through the State Unemployment Fund and extended benefits are from 
federal! state unemployment fund resources or from federal resources 
only. 

Revenues to the Unemployment Fund are generated through employer 
payroll taxes. The fund operates on an insurance principle, building re­
serves in good times against future contingencies in the economy over 
which there is no control. Taxes vary according to the size of the fund's 
reserves and the experience of the individual employers in terms of the 
benefits paid to former employees. The adequacy of the fund to pay 
millions of dollars in extra benefits for the jobless is severely tested in 
periods of economic recession. 

Unemployment Fund Balance 

Solvency of the Unemployment Fund is traditionally related to the total 
and taxable wages of "covered employment" (all employees who are 
covered by the VI program). The estimated fund balance at the end of 
1975 was about $549 million, or 0.9 percent of total wages. This is the lowest 
ratio the balance has reached since the program was implemented in 
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California. Table 8 shows the fund balance at the end of each calendar 
year, the relation the balance bears to total and taxable wages and the total 
income and -expenditures of the fund from 1968 through 1976. 

Calendar 

1968 ............... . 
1969 .............. .. 
1970 .............. .. 
1971 .............. .. 
1972 ............... . 
1973 .............. .. 
1974 ............... . 
1975 .............. .. 

1976 c ............ .. 

Fund Balance 
End of Year 

81,143,405,655 
1,313,154,070 
1,226,643,058 

, 904,739,852 
975,084,520 

1,221,013,921 
1,153,218,245 

548;805,524 
(est.) 

645,000,000 
(est.) 

Table 8 

Unemployment Fund Balance and 
Total Income and Expenditures 

1968-1976 

Fund balance 
as percentage 

of wages 
Taxable Total 

5.7% 3.1% 
6.2 3.2 
5.8 2.9 
4.3 2.1 
4.0 2.0 
4.8 2.3 
4.3 2.0 
2.1 0.9 

1.6 0.9 

Totallncome a 

$607,446,252 
587,013,271 
574,894,600 
507,940,022 
697,269,485 
839,530,564 
764,242,220 
855,980,513 

(est.) 
1,490,000,000 

(est.) 

Total 
Erpenditures b 

$405,627,976 
416,969,384 
661,011,290 
829,444,995 
626,492,657 
593,199,522 
876,506,172 

1,451,246,878 
(est.) 

1,300,000,000 
(est.) 

Benefits llSa 
percentage 
of current 
Employer 

Taxes 
71.8% 
77.8 

130.0 
181.7 
96.4 
74.9 

123.2 
178.7 
(est.) 

89.0 
(est.) 

a Includes regular employer contributions, interest on the fund and miscellaneous receipts. Does not 
include income from reimbursements. 

b Includes both regular and the state share of extended duration benefits and administrative disburse­
ments; does not include reimbursable and extended duration benefits. 

c The 1976 estimates were published by the department in April of 1976. Experience of the fund during 
1976 indicates that the actual fund balance at the end of 1976 was still under $600 million. 

The taxable wage base represents that portion of each employee's annu­
al wage on which employers pay the UI tax. Through calendar year 1975 
employers paid a tax on the first $4,200 paid each employee in a calendar 

. year. The taxable wage base was increased to $7,000 during 1976. This 
change will help to assure that the fund will not be exhausted, but it is 
expected that it will take several years to replenish the fund level to a 
point of relative solvency. Another major economic recession in the next 
few years would seriously jeopardize the fund. 

Major Program Reform 

We recommend appointment of a task force consisting of representa­
tives from management, labor and government to develop an integrated 
reform of the Unemployment Insurance program. 

The primary goals of the Unemployment Insurance (UI) program are: 
1. To provide a minimum level of protection against wage loss to all 

individuals who are regularly attached to the labor market; and 
2. To provide counter-cyclical economic pressures by (a) maintaining 

the workers' purchasing power during periods of unemployment and by 
(b) to the extent possible, reducing employers' taxes during periods of 
economic slumps and increasing taxes during periods of economic 
strength. 

In order to achieve these goals, the program must be balanced in terms 
of income to and disbursements from the fund. Several factors need to be 
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kept clearly in mind in order to maintain such a balance. In the past, 
benefits have been expanded or coverage extended without giving ade­
quate consideration to the effect on the financing of the fund. 

Benefit Standards. A claimant's entitlement to VI benefits is based on 
his high quarter earnings during the "benefit year". The benefit year 
consists of the four consecutive calendar quarters which ended four to six 
months immediately prior to the filing of a claim. To be eligible for benefit 
payments of $30 per week, a claimant must have earned between $187.50 
and $737.99 during the high quarter of his benefit year. Benefits of $104 
per week require earnings of $3,308 or more during the high quarter. 
Table 9 relates selected benefit payment levels to high quarter earnings 
as mandated in the state VI Code Section 1280. 

Table 9 

Amount of wages in Weekly benefit 
highest quarter amount . 

$187.56- $737.99................................................................................ $30 
1,270.00-1$1.99................................................................................ 50 
1,948.00-1,987.99........ ......................... .................................... ........... 70 
2,748.00-2,787.99................................................................................ 90 
3,308.00 and over.............................................................................. 104 

Ratio of benefits to 
average weekly wages 

52.8% 
50.1 
45.8 
42.0 
40.9 

The VI program was initially designed with the aim that the weekly 
benefit award of each claimant would approximate 50 percent of his quali-

. fying average weekly salary. California's benefit schedule pays claimants 
at about 53 percent or more of their average weekly earnings for lower 
wage earners, but only 41 percent or less for higher wage earners. In 
addition, the benefit levels f:iil to keep pace in a timely manner with 
prevailing earnings patterns, i.e., inflationary trends continue while the 
salary replacement level lags behind. A benefit standard which, for all 
claimants, is automatically tied to a percentage replacement of lost wages 
(somewhere around the 50 percent range) and a maximum benefit level 
which is tied to a fixed percentage of the average annual wages in covered 
employment (somewhere between 60 and 65 percent of the average an­
nual wage) would be more desirable. 

Qualifying Requirement. California's current earnings requirement of 
$750 during the base year fails to establish that the claimant is attached to 
the labor ma.rket. An individual working at the average weekly salary in 
covered employment could qualify with less than four weeks of work in 
the base year. A requirement should be enacted which, on the basis of 
recent employment history, would establish that the claimant is attached 
to the labor market and would screen out of the system those who are not 
in the labor market. We would suggest a required minimum number of 
weeks of work, or an equivalent thereof, rather than a flat earnings re­
quirement. 

Counter-CycJical Funding. A third area of major concern is the fund­
ing of the VI program. The California VI program is funded through 
employer taxes which are basec! on the amount of wages paid to workers 
who are covered by the program. Taxes are assessed on a low tax schedule 

" 
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when the Unemployment Fund reserve is ator above the statutory meas­
ure of 2.5 percent of the t'otal wages of covered employment. When the 
reserves slip below that level, taxes are based on the high tax schedule. 

The high/low tax schedule was designed to be counter-cyclical in opera­
tion by securing lower taxes during periods of economic softness or reces­
sion and higher taxes during times of economic recovery or expansion. It 
was intended that during years of economic prosperity the reserves would 
build to such a point that the low tax rate would be triggered and remain 
in effect during a one- or two~year period of moderate economic decline. 
Then it was expected that by the time the economy would begin its 
recovery, the fund balance would have dropped to a point that would 
trigger the high tax rate to correspond to the '~conomic recovery. 

In practice, the mechanism has failed to provide a consistently counter­
cyclical thrust to the economy. Most recently, it was necessary not only to 
move to the high schedule during the severe recession of 1975, but also to 
expand the taxable wage base from $4,200 to $7,000 in 1976. These changes 
had adverse economic effects but could not be avoided in the light of the 
heavy drain that was being imposed on the fund's threatened reserves. 

The state has traditionally placed its highest priority on maintaining the 
solvency of the UI Fund. If possible the UI tax mechanisms also have 
attempted to achieve counter-cyclical effects but only if they did not 
jeopardize the fund's solvency. In periods of prolonged or severe econom­
ic recession, there is a basic conflict between these two objectives and 
there is no easy answer to this dilemma. 

No mechanism can be designed that will automatically adjust to be 
counter-cyclical. At best, alternating tax structures could be designed to 
be implemented periodically by the Director of EDD to counter balance 
the prevailing economic conditions. However, a truly counter-cyclical tax 
structure cannot be implemented without substantially increasing the 
ongoing level of reserves in the Unemployment Fund. Unfortunately, a 
higher reserve can result in added pressure on the Legislature to increase 
benefit levels. 

Changes, therefore, in the UI tax mechanisms must be made in the 
context of a total program redesign. Currently, the Employment Develop­
ment Department is gathering demographic data which can be used to 
determine how a number of possible changes in the program would in­
teract with one another. This data collection phase should be complete in 
June of 1977. We believe that at that timea task force consisting ofrepre­
sentatives from business, labor and government should work through a 
total integrated reform of the program including the issue of a counter­
cyclical funding mechanism. 

DISABILITY INSURANCE PROGRAM 

The State Disability Insurance (SDI) program was established as a Cali­
fornia program in 1946. The primary objective of the program is to reduce 
economic hardship through benefit payments to workers who cannot 
work due to a nonemployment-related illness or injury. To be eligible a 
claimant must have earned at least $75 during a quarter worked in "cov­
ered employment" as defined in the UI Code. Employment may be cov-
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ered either under the state plan or a voluntary plan. Voluntary plans are 
sponsored by empioyers and approved by the Director of EDD. 

The program is funded by worker contributions of one percent of their 
monthly taxable earnings. Last year, taxable earnings were raised (Chap­
ter 1182, Statutes of 1976) from $9,000 to $11,400 of the annual wages of 
covered employees. Benefits, .which are based on the high quarter earn­
ings of each claimant, range from $25 per week to $119 per week. Chapter 
1182 also extended DI coverage to women who are unable to work because 
of normal pregnancy. C{>verage for normal pregnancy is limited, however, 
to a total of six weeks. 

Reduce Administrative Support 

We recommend that Item 259 be approved in the reduced amount of 
$24,623,896, a savings of $1, 000, ()()() to the Unemployment Compensation 
Disability Fund to maintain the experience of program support needs. 

An amount of $25,623,896 is proposed for administrative support of the 
DI program during fiscal year 1977-78 which is an increase of $960,372, or 
3:9 percent, over the estimated expenditure in the current year. Although 
this is a mocjest increase, we believe that the program is overbudgeted. 
Table 10 shows that during the most recent four fiscal years the program 
has realized program savings which have averaged over $1,000,000 per 
year. 

Table 10 

Unemployment Compensation Disability Fund 
Program Savings Fiscal Years 1972-73 through 1975-76 

197~73 1973-74 1974-75 
Budget Act appropriation ............................... . $14,298,753 $15,902,307 $17,505,705 
Allocation for salary increase ...................... ; .. . 1,103,662 1,142,527 

Total ..................................................................... . $14,298,753 $17,005,969 $18,748,232 
Unexpended balance ....................................... . $388,341 $1,895,738 $581,904 

1975-76 
$21,138,512 

$21,138,512 
$1,334,439 

In two of the four years the projected program savings were sufficient 
to absorb salary increases without the allocation of additional funds to the 
program for that purpose. The budget request in 1975-76 was 20.8 percent 
above the budget request of 197~75. This increase proved to be $1.3 
million higher than needed, but the subsequent requests for 1976-77 and 
1977-78 continued these excessive increases. We believe that the past 
several years' experience demonstrates that the program is over budgeted 
by about $1 million. Therefore, we recommend that the budget authoriza­
tion be reduced by $1,000,000 for fiscal year 1977-78. 

MIGRANT SERVICES OFFICE 

The Migrant Services Office administers a program of temporary hous­
ing, child care services and supportive services for seasonal farm workers 
and their families. There are 25 migrant housing centers providing a total 
of 2,118 houses located in various rural communities from Bakersfield to 
the Oregon border. Centers are open for a maximum of 180 days each year 
(although individual centers may remain open for short-time extensions 
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if the agricultural community's need for migrant workers extends beyond 
the original date set for closing of the center). 

The program is administered through local housing authorities on a 
contractual basis. Center managers collect moderate rental fees from the 
families living in the centers. These fees net about $410,000 per year in 
reimbursements to the program which is used for off-season maintenance 
of the centers. 

Migrant Housing Rehabilitation 

We recommend that Item 257 (d) be augmented by $250,000 to maintain 
the $2 million level for migrant housing rehabilitation. 

The budget proposes total program expenditures of $3,936,950 in fiscal 
year 1977-78, which is $346,750, or 8.1 percent, less than the budget for the 
current year. This decrease reflects the removal in the budget year of two 
revenue sources which were available in the current year. The federal 
government allocated $250,000 to the program for the current season. 
That grant constituted the final involvement in the program by the De­
partment of Labor. Up until fiscal year 1975-76, the major support to the 
program was provided by federal grants through the Economic Opportu­
nity Act which has been replaced by the CET A Act. 

Also contained in the 1976-77 budget is a $100,000 General Fund appro­
priation granted on a one-time only basis for the completion of a migrant 
master plan. 

The net effect of the reduced budget for fiscal year 1977-78 is the 
reduction of $250,000 which had been designated for the rehabilitation of 
houses. Table 11 compares the program elements and funding of the 
Migrant Services Office for fiscal years 1976-77 and 1977-78. 

Prognlln Elemellt 

Table 11 
Migrant Services Office 

1. On-season maintenance ................................................................................. . 
2. Off-season maintenance ................................................................................. . 
3. Housing Rehabilitatiol1 ................................................................................... . 
4. Day care ............................................................................................................. . 
5. Migrant administration ........................................................................... ; ..... . 
Administration ....................................................................................................... . 

Total ................................................................. ~ .................................................. .. 
General Fund ...................................................................................................... .. 
Federal funds .............................................................................................. : .......... . 
Reimbursements ................................................................................................... . 

Fiscal ye;lr 
1976-77 
$973,298 
410,000 

2,000,000 
563,000 
325,780 

11,622 

$4,283,700 
$3,623,700 

250,000 
410,000 

Fiscal year 
1977-78 

$973,298 
410,000 

1,750,000 
563,000 
228,632 
12,020 

$3,936,950 
$3,526,950 

410,000 

In the Budget Act of 1976, the administration requested and the Legisla­
ture approved a three-year program of housing rehabilitation at a cost of 
$2 million per year. A portion of that $2 million in the current year consists 
of the federal allocation of $250,000. Due to the unavailability of federal 
funds for 1977-78, we recommend that the General Fund request be 
augmented by $250,000. This will retain the earlier commitment of $2 
million for housing rehabilitation. 
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Migrant Services Office 

We recoll1mend that legislation be enacted to transfer the Migrant 
Services Ofl]ce from EDD to the Department of Housing and Community 
Development. 

In December 1976, the first of two reports establishing a migrant hous­
ing master plan was published. The Migrant Services Office summarized 
the findings of the report as follows: 

'~*Need for migrant labor will continue unchanged through 1985. 
*Need for migrant housing program will remain unchanged through 

1985. 
*Existing . centers need complete reconstruction within five years. 
~Number of housing units provided by the state should be increased 
by 3,400 units to meet existing demand. 

*New centers should be constructed in the following counties: Ven­
tura, Tulare, Imperial, Riverside, Madera, Sacramento, Santa Cruz." 

The report presents a detailed analysis of each of the 25 centers and 
prioritizes the immediate housing rehabilitation needs. It further suggests 
that funding for new construction or rehabilitation might be available 
through Farmers Home Administration loans which could be repaid from 
increased rental charges to the occupants of the homes. 

We concur with many of the findings of the report especially relating 
to immediate rehabilitation needs in some of the centers. We are con­
cerned, however, with recommendations to add 3,400 additional units. We 
estimate conservatively that it would cost $10,000 per unit to put in new 
centers, an expenditure of $34 million. 

We are also concerned that the program continues to function outside 
the purview of the Department of Housing and Community Develop­
ment (HCD). HCD is responsible not only for the statewide housing 
program but specificalfy for the development and implementation of the 
Farmworker Housing Assistance Plan. We believe it is essential that the 
Migrant Services Office be placed under the administration of HCD to 
assure that the program is fully integrated into the statewide farm worker 
housing plan. ' 

Rural and Migrant Affairs Program Coordinator 

We recommend that budget language be added to Item 257 (d) to read: 
". . . provided that no funds from this item shall be used to carry out the 
broader functions of the Rural and Migrant Affairs program coordinator. " 

During the current fiscal year, the Health and Welfare Agency designat­
ed the Chief of the Migrant Services Office to assume the additional 
responsibilities of the Rural and Migrant Affairs program coordinator for 
the agency. According to the agency, this arrangement will be continued 
for fiscal year 1977-78. The Chief of the Migrant Services Office estimates 
that he spends approximately 20 percent of his time on coordinator-relat­
ed activities. No funds have been included in the agency budget to reim­
burse the Migrant Services Office for these expenses. 

For a full discussion of the Rural and Migrant Affairs Program Coordina­
tor, see our Analysis ofItem 31, support for the Health and Welfare Secre-
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tary. The coordinator role is broader than the responsibilitiei ofthe Mi­
grant Services Office and not directly related to its purpose. We recom­
mend that budget language be adopted prohibiting the use of funds from 
the Migrant Services Office for this purpose. 

STATE ECONOMIC OPPORTUNITY OFFICE (SEOO) 

The State Economic Opportunity Office (SEOO) operates under the 
authority of the National Community Services Act of 1974. The primary 
purpose of the office is to act on behalf of the poor in the state to provide 
them access to government and the economic system. 

The total proposed program expenditure of $1,009,794 is a decrease of 
$2,108;909, or 67.6 percent, from the current year expenditures. The Gen­
eral Fund request of $155,500 is the same level as the current year. The 
basic program is supported by 80 percent federal funds matched by 20 
percent state funds. 

There are two primary reasons for the major decrease in the funding 
level for fiscal year 1977-78. During the current year, the office has devel­
oped and implemented a Housing Intern program which trains housing 
loan assistants and housing loan aides to package rural housing loans for 
low-income people. Funding of these low interest loans is available 
through the Farmers Home Administration. The program has succeeded 
in bringing millions of dollars in federal home loan assistance into Califor­
nia. It will be transferred to the Department of Housing and Community 
Development in fiscal year 1977-78. 

The second major program change involves a statewide Energy Skills 
program developed by the office during the current year. The purpose of 
this program is to train "Energy Conservation Specialists" who will learn 
through on-the-job training projects engaged in "weatherizing" homes for 
low-income elderly and handicapped persons in low-income communities. 
This project is funded through CET A money which is not expected to be 
available beyond the current fiscal year. 

Since the office was first established by an executive order of the Gover­
nor in 1964, it has undergone a number of significant changes. Initially it 
served primarily as a review and regulatory arm of the Governor. In 
recent years, it has attempted to assume a posture-of exercising leadership 
in coordinating statewide antipoverty programs. The primary need at the 
present time is for a stable administration in the office so that a clear 
direction can be established.,We recommend that the office be funded at 
the same General Fund level for fiscal year 1977-78. 

ADMINISTRATION STAFF A~.m TECHNICAL SERVICES 

This program has as its objective the accomplishment, through depart­
mental program managers, of the basic departmental goals. 

The program budget proposes a funding allocation in fiscal year 1977-78 
of $17,554,807 distributed to the other departmental programs. This is an 
increase of $441,535, or 2.6 percent, over the current year expenditure 
estimates. 
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TRANSFER OF COIliTINGENT FUND SURPLUS FUNDS 

The Contingent Fund is accrued from fines and late charges placed on 
employers for late or improper submission of contributions for UI and DI. 
The UI Code requires that the portion of the fund which is not used for 

, support to the department shall be transferred to the two insurance pro­
grams. The primary use of the Contingent Fund is to pay pro rata charges 
of overall state government operations which are charged to EDD but not 
allowed by the Department of Labor to be paid from federal funds. 

This program displays the transfer of surplus funds from the Employ­
ment Development Department Contingent Fund to the Unemployment 
Fund and the Disability Insurance Fund. The budget projects the transfer 
of $362,547 from the Contingent Fund to the two insurance funds during 
1977-78. This is an increase of $118,532, or 48.6 percent, over the current 
year projected transfer of funds. 

Reduced Contingent Fund Needs 

We recommend that Item 258 be approved in the reduced amount of 
. $1,500,000, for a savings to the EDD Congingent Fund of $1,548,825 to 
maintain the experience of program support needs. 

During the earlier part of the 1970s the charges that were disallowed by 
the federal government and were therefore charged to the EDD Contin~ 
gent Fund grew at a rapid pace. However, in the past two years, new 
agreements have been reached with the Department of Labor which have 
resulted in a reduced need for the larger Contingent Fund appropriations. 
In 1975-76, for example, only $516,119 was needed for support to EDD. We 
believe that a Contingent Fund appropriation of $1.5 million will be ade­
quate to meet the support needs during 1977-78. Therefore, we recom­
mend that Item 258 be funded at a reduced level. 

Health and Welfare Agency 

DEPARTMENT OF REHABILITATION 

Item 260 from the General 
Fund Budget p. 667 

Requested 1977-78 ...................................... , .................................. . 
Estimated 1976-77 ........................................................................... . 
Actual 1975-76 ................................................................................. . 

Requested increase $482,905 (4.4 percent) 
Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$11,339,419 
10,856,514 
9,423,167 

$34,176 

Analysis 
page 

1. Annual Report. Recommend department submit annual sta­
tus report to the Legislature. 

592 

2. Industrially Injured Workers. Recommend report to the 597 

-----_._----=-----'. 
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Joint Legislative Budget Committee by December 1, 1977 
evaluating the most effective methods of providing services. 

3. Funding Prevocational Programs. Recommend legislative 600 
review of current policy trends toward funding prevoca­
tional and independent living skills programs. 

4. Directors Office. Reduce by $34,176. Recommend reduction 602 
of six positions in director's office. 

GENERAL PR'OGRAM STATEMENT 

The Department of Rehabilitation is responsible for assisting and en­
couraging physically or mentally handicapped individuals to prepare for 
and engage in gainful employment to the extent of their abilities. The 
department's objective is to help handicapped individuals increase their 
social and economic well-being and subsequently prevent or reduce pub­
lic dependency. The department operates under the authority of the 
federal Rehabilitation Act of 1973, as amended in 1974, and Division 10 of 
the Welfare and Institutions Code of the State of California. The Gover­
nor's Budget identifies the following four programs administered through 
the Department of Rehabilitation: 

1. Rehabilitation of the Disabled 
2. Business Enterprise 
3. Development of Community Rehabilitation Resources 
4. Departmental Administration 

ANALYSIS AND RECOMMENDATIONS 

For the 1977-78 fiscal year, the budget proposes a total program expend~ 
iture of $96,152,452, of which $77,141,643, or 80.2 percent, is from federal 
funds and $11,339,419, or 11.8 percent, is from the General Fund. Reim­
bursements of $6,276,390 constitute 6.5 percent of the budget. An addition­
al $1,395,000, constituting about 1.5 percent of the total budget, is from a 
Special Deposit Fund, derived from deposits to the Vending Stand Ac­
count under the Business Enterprise program. Table 1 summarizes the 
sources of funding for fiscal years 197&-77 and 1977-78. 

Table 1 

Summary of Funding Sources 
Department of Rehabilitation 

1976-77 and 1977-78 

General Fund ................................................................. : ....... : ... , ....... , .. 
1976-77 

$10,856,514 ' 
74,071,051 Federal Funds ....... , ................................. , .... , ...................... , .. , .. , ......... .. 

Special Deposit Fund- ' 
Vending Stand Account ................................................................ 1,272,984 

Reimbursements ............. ,'................................................................... 4,308,942 

Percent 
1977-78 increase 

$ll,339,419 4.4% 
77,141,643 4.1 

1,395,000 9,6 
6,276,390 45.7 

Total .................................................. , ................... :~ .... , ..... ' .. '.............. $90,509,491 $96,152,452 6.2% 

The total proposed expenditure for 1977-78 is an increase of $5,642,691, 
or 6.2 percent, over the current year. Expenditures from the General 
Fund are proposed to be increased by $482,905, or 4.4 percent, while 
expenditures of federal funds are proposed to be increased by $3,070,592, 
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or 4.1 percent. A significant increase in reimbursements is expected 
thrOl-lgh a new program serving industrially injured workers. 

The funding formula for the basic rehabilitation program is 80 percent 
federal and 20 percent state funds. Rehabilitation services to beneficiaries 
of social security disability insurance (SSDI) and to recipients of supple­
mental security income (SSI) are supported fully by federal funds. Almost 
one-third of the state matching total is obtained through reimbursements 
derived from cooperative agreements with other state and local govern­
ment agencies. The budget also reflects reimbursements from anticipated 
new revenues from rehabilitation services purchased by insurance carri­
ers or former employers of disabled clients who were industrially injured. 

Analysis of the proposed 1977-78 program shows that the percentage of 
resources allocated to the various departmental activities is very similar 
to the expenditure pattern of the current year. There are anticipated 
moderate increases in the funding for the direct rehabilitation services 
program, the Business Enterprise program and administrative costs. 
Funds for the development of community rehabilitation resources are 
expected to decrease slightly. Table 2 compares the estimated number of 
personnel-years and total expenditures by program for the current year 
with those proposed for 1977-78. 

I. 
II: 

Ill. 

IV. 

Table 2 
Department of Rehabilitation 

Personnel·Years and Gross Expenditures by Program 
197~77 and 1977-78 

Estimated Proposed 
personnel· personnel· Estimated 

vears years expenditures 
1976-77 1977-78 1976-77 

Rehabilitation of Disabled ........................ 2,213.8 2,214.5 $84,572,563 
Business Enterprise .................................. 47.9 49.8 2,542,402 
Development of Community Rehabili· 

tation Resources ................................ 40.6 40.6 3,394,526 
Departmental Administration (dis· 

tributed to other programs) ............ (349.6) (350.6) (8,944,099) 

Total .............................................................. 2,302.3 2,304.9 $90,509,491 

I. REHABILITATION OF THE DISABLED 

Proposed 
expenditures 

1977-78 
$90,225,938 

2,750,650 

3;175,864 

(9,258,472) 

$96,152,452 

This program provides direct services designed to help disabled persons. 
overcome their physical or mental h~ndicaps and secure employment. 
Vocational rehabilitation has been defined as a restoration of disabled 
persons to the fullest physical, mental or vocational and economic useful­
ness of which they are capable. Services of the department to the disabled 
are provided through vocational rehabilitation counselors who develop 
individualized, written rehabilitation plans with each client. Services are 
purchased as needed through case service funds which are administered 
by counselors according to the rehabilitation plans. During 1975-76, each 
rehabilitation counselor was allocated an average $~9,830 in case service 
funds. 
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Historically, the vocational rehabilitation program has been regarded as 
an investment with a high return rather than as a costly service. The 
department conducts an ongoing cost-benefit analysis of the program 
which indicates that in a relatively brief time costs are returned to govern­
ment through savings in other social programs such as welfare, Medi-Cal 
and social security, togetqer with increased tax revenues through earnings 
of rehabilitants. However, during the past three years, the average cost of 
rehabilitating a disabled person has been rising significantly while the 
average annual benefit per rehabilitation has been decreasing. Table 3 
presents a summary of the department cost-benefit analysis for persons 
rehabilitated during the fiscal years 1973-74 through 1975-76. 

Table 3 

Comparison of Cost·Benefits for Rehabilitants 
"Fiscal Years 1973-74 through 1975-76 

1973-74 1974-75 
Number of disabled persons rehabilitated ....................... . 15,505 15,537 
Estimated' annual earnings of rehabilitants ..................... . $92,028,248 $96,785,416 
Estimated annual benefits to government ..................... . 19,691,970 19,410,807 
Federal/state costs of the program ................................... . 55,104,829 72,277,915 
Average cost per rehabilitation ......................................... . 3,554 4,652 
Average annual taxpayer benefit per rehabilitation ..... . 1,270 1,249 
Estimated average years to return investment ............. . 2.8 3.7 

197~7(j 

14,522 
$88,402,756 

16,787,601 
77,824,637 

5,359 
1,156 

4.6 

In 1973-74, the department estimated that because benefits will contin­
ue to be realized on an annual basis, it will take only about 2.8 years on 
the average for 1973-74 rehabilitants to return to the government the full 
cost of the rehabilitation services they received. By 1975-76, the estimated 
return time had increased almost two-thirds to 4.6 years. 

There are a number of reasons for this trend including (1) inflationary 
pressures which increase the costs of rehabilitation, (2) high unemploy­
ment which reduces opportunities for the disabled to enter the labor 
market, and (3) the increased emphasis on serving the severely disabled. 

Serving the severely disabled is the major thrust of the current adminis­
tration. This emphasis is significantly changing the Department of 
Rehabilitation. 

Year of Major Changes 

The Department of Rehabilitation is just beginning to emerge from the 
turmoil of a year of major changes and adjustments. The new administra­
tion, which began operating in November of1975, significantly revised the 
priorities for serving the disabled and dramatically reorganized the de­
partment. These actions engendered conflict both inside and outside the 
department. Staff morale was very low from July through November of 
1976. Three employee unions were organized as .a direct protest to new 
administrative practices. Many community and public organizations, such 
as the organized blind, the county welfare departments and the operators 
of rehabilitative facilities, openly criticized the department's actions for a 
variety of reasons. 

Reports to the Legislature. In the Analysis of the Budget Bill for fiscal 
year 1976-,77, we noted our concern that the new priority structure and 
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the organizational changes might result in many needy disabled Californi­
ans being denied services. The Legislature adopted our recommendation 
that the department report to the Legislature "on the effects of organiza­
tional changes, the status of productivity goals and achievements and the 
adequacy of existing resources for serving California's vocationally hand­
icapped population." 

In April and May ofl976, the department submitted two reports to the 
Legislature. The first dealt with the anticipated effects of the new priority 
policy and the second described the organizational changes and their 
expected results. The reports suggested a number of anticipated positive 
results which were not subsequently confirmed by operational experi­
ence. In October 1976, we explored these discrepancies with the depart­
ment'sdirector and chief deputy director. We suggested that a third 
report might clarify the more recent experience and serve as a means of 
refining the new administration's goals and practices. 

On December 1, a third report was issued by the department. This 
document points out a number of positive achievements of the new ad­
ministration and corrects some of the earlier assumptions which were 
proven by experience to be erroneous. It also describes the steps which 
are now being taken to correct policy errors and to consolidate gains that 
have been achieved under the new administration. 

In the following discussion, we will review both the positive and the 
negative experiences of the new program, indicate changes which have 
been or are being made by the department to reverse losses and consoli­
date gains and recommend further changes which we believe will im­
prove services to the disabled. 

Need for Annual Report 

We recommend that the department prepare and submit on December 
1 of each year a report to the Legislature which discusses the experience 
of the past fiscal year Jil terms ·of the number of people assisted and 
describes the continuing needs of the physically and mentally hand­
icapped of the state. 

Vocational rehabilitation services have been maturing and changing in 
the last few years. The Rehabilitation Act of 1973 placed national emphasis 
on serving the severely disabled. The current administration of the De­
partment of Rehabilitation has attempted to fully implement that act. This 
emphasis raises the following issues. 

1. Number of people to be served. ,The policy decision that priority will 
be given to serving the severely disabled, if applied in a stringent manner, 
will result in a significant reduction in the number of people who can be 
rehabilitated annually (assuming the same level of resources are allocated 
to the program). Therefore, the policy issue concerns the proper distribu­
tion of services between the severely disabled and the less severely dis­
abled who need rehabilitative assistance. (See "Reduced numbers 
reached and helped", page 593.) 

2. Allocation of limited funds. Funding of the vocational rehabilitation 
program is limited. Given these limits, certain basic policy decisions must 
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be made: 
a. How will staff be allocated? (See "Return support to the field", Page 

595.) 
b. What portion of the·limited funding should be allocated for special 

projects to develop services? (See "The California Project", page 
596.) 

c. Are there other approaches which can be used to fund the program? 
(See "Industrially Injured Workers", page 597.) 

d. To what degree do self-employment programs provide viable voca­
tional opportunities for the disabled? (See "Business Enterprise", 
page 598.) . 

3. Expansion of services. There is growing pressure to expand rehabili­
tation services into prevocational and living skills training services. This 
raises the policy issue of the degree to which this trend is complementary 
or counter-productive to vocational rehabilitation services. (See Develop­
ment of Community Resources, page 599.) 

We believe that these and other issues should be brought to the atten­
tion of the Legislature in an annual report. 

Reduced Numbers Reached and Helped 

Under the new priority structure, initiated in November 1975, rehabili­
tation services were to be given first to the severely disabled and secondly . 
to the moderately disabled. Because of limited resources, th~ more mildly 
disabled were denied services. A fairly detailed system relating to the 
degree of functional disability was designed to assure that field staff ad-
hered to the priority system. . 

Under the new system, several things began to happen. First, the num­
ber of persons being accepted for services was dramatically reduced. Sec­
ond, the referrals to the department began to decrease. Third, the amount 
of funds being obligated in plans to serve the disabled was significantly 
reduced. 

By November 1976, it had become obvious that services were being 
denied to persons who were classified as mildly disabled by virtue of the 
level of their functional disabilities but nonetheless were in need of the 
services of the Department of Rehabilitation. At the same time there were 
caseload vacancies and unencumbered funds available to serve this group 
of disabled persons. Therefore, the department issued a policy statement 
reopening services to the "mildly" disabled who had significant vocational 
handicaps due to their disability. Nevertheless, the original policy has had, 
and will continue to have, a major impact on the productivity of the 
department. / . 

Achievement Record The basic output of the Department of Rehabili­
tation is measured in terms of the number of disabled persons successfully 
rehabilitated during a year. The annual budget presentation projects the 
number of rehabilitations expected in the budget year. Since fiscal year 
1971-72, the department has consistently projected annual rehabilitations 
in the Governor's Budget at a substantially higher rate than the number 
achieved. Table 4 shows the projected number of rehabilitations as con­
tained in the annual Governor's Budget, the number as revised in the 

\ . 
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second year budget presentation and the actual number achieved. 

Table 4 

Projected Number of Rehabilitations Versus Actual Number 
1971-72 Through 197~n 

Fisml 
ye;/r 

Atmwllllumber 
of rehabilil;/· 

tiolls projected 
ill Corertior's 

1971-72 ............................................................. . 
1972-73 ............................................................. . 
1973-74 ........................................ ; ................... .. 
1974-75 ............................................................. . 
1975-76 ............................................................. . 
1976-77 ............................................................. . 

Budget 
15,800 
18,666 
17,000 
17,000 
19,405 
17,800 

Relised 
eshmate at 
mid·fisc;1I 

year 
15,646 
15,000 
16,000 
17,624 
17,500 
14,468 

Actualllumber 
of rehabilita· 

tiOIlS achieved 
ill fisc,lI 

year 
12,990 
15,058 
15,505 
15,537 
14,522 

Percelltof 
origillal 

projectioll 
achiel'ed 

82.2% 
BO.6 
91.2 
91.4 
74.8 

As Table 4 illustrates, the department's budgeted projections of success­
ful rehabilitations are usually reduced by the middle of the fiscal year. 
When the actual figures are presented, the number has been reduced 
even further. The current year is no exception to this pattern. Last Janu­
ary, the budget projected 17,800 rehabilitations in 197&-77. The 1977-78 
Governor's Budget shows a revised estimate of 14,468, a reduction of 
almost 19 percent. We estimate that the actual number will be about 
12,500 or almost 30 percent less than originally projected. 

Downward Trend Table 4 also shows the downward direction of ex­
pected rehabilitations. With the emphasis on providing services to the 
severely disabled, it is inevitable that the number of rehabilitations which 
can be. achieved in a given year will be substantially reduced. 

Increased NonrehabilitatedCase Closures. At the same time that there 
is a decrease in the number of successful rehabilitations, there is, under 
the new priority system, a substantial increase in the number of cases 
closed in a nonrehabilitated status. Table 5 compares the number of 
rehabilitated and nonrehabilitated case closures during the fiscal years 
1974-75 through 1976-77. 

Table 5 

Comparison of Cases Closed Rehabilitated and Nonrehabilitated 
1974-75 Through 197~n 

Status of Closure 
Rehabilitated ........................................................................................... . 
:\onrehabilitated ................... : ..... : ........................................................ .. 
Ratio of nonrehabilitated to rehabilitated ...................................... .. 

1974-75 
Actw/I 
15,537 
8,493 

54.7% 

1975-76 
Actual 
14,522 
12,921 

89.0% 

1976-77 
Estimated 

14,468 
13,355 

92.3% 

In 1974-75, before priorities were changed, the percentage of cases 
closed in the nonrehabilitated status equaled about 55 percent of those 
closed as successfully rehabilitated. But one year after the changes in 
priority of services and the organizational structure, the percentage of 
nonrehabilitated case closures had increased to 89 percent. By the end of 
the current fiscal year, the department projects that the percentage will 
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further increase to 92 percent. This means that much ~ore of the depart­
ment's limited resources are being spent for services which do not result 
in the client becoming employed. 

Reasons for Production Decline. The department cites several reasons 
for the decline in productivity and the concomitant increase in unsuccess­
ful closures, including: 

(1) The current high level of unemployment places disabled workers 
at a greater disadvantage in the job market than they ordinarily experi­
ence. 

(2) The administration has encouraged counselors to "take risks" in 
providing services to the severely disabled, i.e., to enter into a case plan 
even if the counselor has some doubt about an individual's ability to 
achieve the agreed upon vocational objective. 

(3) The reorganization involved shifting counselors from one caseload 
to another. The resulting disruptions in services to clients contributed to 
fewer successes and increased the number of disabled who withdrew 
before their case plans were completed. 

(4) There are additional disincentives to employment for the disabled 
because of increasing social benefits such as welfare, social security, Medi­
Cal, etc., coupled with higher costs of living. These disincentives make it 
increasingly difficult for a disabled person to be able to "afford" to go to 
work. 

Although there may be valid reasons for the apparent decline in per­
formance, there is no systematic way for the department to present them 
to the Legislature. The Legislature should be apprised of major problems 
and developments in the. department's program so that corrective action 
can be taken if necessary. Therefore, we recommend that the department 
suhmit an annual report to the Legislature which presents both problems 
and alternative solutions. 

Return Support to the Field 

One of the major steps of the 1975-76 reorganization was the elimination 
of 100 field positions among the rehabilitation counselors and their super­
visors. Two significant problems developed from this action. First, because 
counselors are the essential resource for serving the disabled, a reduction 
in the number of disabled persons who could be served resulted. Second, 
the reduction of supervisory staff caused district offices to lose control of 
daily activities. In some cases, the supervisory span of control grew from 
five or six to as many as 10 or 12 counselors. This caused delays in the 
rehabilitation process because of bottlenecks created at mandatory super­
visory review points. 

In November the administration moved to correct these problems. Fif­
teen positions in the central office were identified for transfer to the field. 
Application was made for Public Works Employment Act funds to support 
66.5 positions to serve the industrially injured. A request was made to the 
Department of Finance to reallocate existing financial resources to pro­
vide additional field personnel. 

The budget requests a total of 123.5 new positions in fiscal year 1977-78. 
The new positions requested would continue those administratively estab-



596/ HEALTH AND WELFARE Item 260 

DEPARTMENT OF REHABILITATION-Continued 

lished in the current fiscal year. This includes 59 vocational rehabilitation 
counselor positions, 37 clerical positions and 3 program supervisor posi­
tions. The remaining 24.5 positions are for support purposes. 

Of the added counselor positions, six will be used to strengthen services 
to the deaf, eight will serve the developmentally disabled and 18 will be " 
specially assigned to district offices to develop and coordinate community 
resources as a support service to case-carrying counselors. 

We concur with efforts to strengthen the field services. The administra­
tion should continue to review the problem of supervisory span of control 
to ensure that services to the disabled are provided in a timely and appro­
'priate manner. ' 

The California Project 

The administration is seeking to improve the effectiveness of direct 
services to the disabled through development of innovative service deliv­
ery methods. One such project is called the California Project. The Califor­
nia Project involves an $800,000, two-year contract designed to provide 
new training techniques to persons who work with the developmentally 
disabled. The training technique called "Try Another Way" was devel­
oped by a professor at the University of Illinois. It has reportedly been very 

. effective in training the developmentally disabled in repetitive assembly 
tasks, such as wiring a circuit board or assembling a mechanical device. 
The technique is designed to open new employment alternatives for the 
mentally retarded. 

The contract has been the subject of controversy both inside and outside 
state government. Major criticism has come from associations of rehabili­
tation facilities for whom the training was particularly designed. The criti­
cism has centered around three basic points: (1) the contract was awarded 
without bid, (2) it was awarded to a contractor from outside California, 
and (3) the department failed to notify the participating agencies of the 
pending contract prior to its signing. In essence, the department arranged 
for the training of staff in facilities without first determining whether such 
training was needed and desired. 

The department has responded to the criticism by acknowledging its 
failure to properly notify participating agencies and to seek their input 
prior to signing the contract. Secondly, the department has pointed out 
that there is no competing program which has the proven results of the 
"Try Another Way" program. Therefore it believes it was proper to award 
the contract without bid and to an entity outside the state. Also, the 
Departments of General Services and Finance approved the no bid proce­
dure. Most of the controversy now appears to have dissipated. 

The department has, established an advisory committee consisting of 
persons from community rehabilitation facilities. The project will be in­
dependently evaluated to determine its overall effectiveness. The major 
policy issue related to this program is that of cost-effectiveness. Given 
limited resources, how much should be spent for nondirect services and 
what is the IOhg-term benefit for the disabled? 
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Industrially Injured Workers 

We recommend that the department submit a report to the jointLegis­
lative Budget Committee on or before December 1,1977 evaluating the 
mos(effective methods of providing rehabilitation services to industrially 
inj1lred workers. 

Chapter 1435, Statutes of 1974, (AB 760) required that vocational 
rehabilitation services be a regular benefit under the Workers Compensa­
tion program. The benefit became effective for all injuries which occurred 
on or after January 1,1975. The Department ofIndustrial Relations report­
ed that during 1975-76, there were 259,610 total disabling work injuries 
sustained in California. Under the program, therefore, there is a potential 
for substantial recovery from private insurers of the federal/state funds 
which the Department of Rehabilitation is currently spending for the 
rehabilitation of industrially injured workers. 

The cost-benefit of rehabilitation services has been well documented. It 
is also clear from experience that the sooner a plan of rehabilitation is 
established after a disabling injury occurs, the better the chance for suc­
cessful rehabilitation. There is, therefore, a clear advantage to early iden­
tification, referral and delivery of services to the industrially disabled. By 
utilizing funds from insurance programs for this purpose, more of the 
federal/state rehabilitation funds will be released to serve other disabled 
persons. • 

The Department of Rehabilitation is not the only agency, however, 
which provides rehabilitation services to the industrially injured. There 
are a number of private rehabilitation agencies competing with the de­
partment for the opportunity to deliver services to the industrially in­
jured. At this time, it is not clear whether the department can compete 
successfully with these private agencies. The department is starting an 
aggressive program designed to become self-supporting through reim­
bl.1rsements that will be obtained from the insurance agents or the em­
ployers of the injured workers. In order to evaluate the cost-effectiveness 
of the department's new industrially injured worker program, we recom­
mend that a r~port be submitted to the Joint Legislative Budget Commit­
tee on or before December 1, 1977 evaluating the methods of providing 
services. 

Public Works Employment Act of 1976 

In order to establish the initial phases of the industrially injured worker 
program, the department has applied for and been granted funding 
through Title II of the Public Works Employment Act. A total of $313,076 
has been allocated to the department for the remainder of the current 
fiscal year and $469,615 for 1977-78. These funds will provide support for 
a total of 66.5 staff positions to establish and implement the industrially 
injured worker program. These positions consist of 26 rehabilitation coun­
selors (one counselor for each of the 26 districts in the state), 31 clerk 
typist II positions, 3 program supervisors and supporting staff consisting 
of 1 medical consultant, 4.5 vocational psychologists and 1 accounting 
technician. 

Because the department anticipates that the industrially injured worker 

---_ .. _-----
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program will become self-supporting through reimbursements as it pro­
gresses, no future need for state or federal funding is anticipated. 

A description of Title II of the Public Works Employment Act appears 
in the Budget Analysis relating to the Employment Development Depart­
ment. 

II. BUSINESS ENTERPRISE 

This program consists of the Business Enterprise Program for the Blind 
(BEP) which provides comprehensive training and supervision in the 
aperation of vending stands, snack bars, and cafeterias in public and pri­
vate buildings. A new element, job development, was added to the pro­
gram in the current year. 

For 1977-78, the budget proposes total expenditures of $2,750,650 to 
sltpport this program. Of this amount, $1,087,487 is from federal funds and 
$2(;)8,163 is from the General Fund. The budget also shows a total of $1,395,-
000 which is appropriated from the Special Deposit Fund-Vending Stands 
Account. The Special Deposit Fund is supported from contributions made 
by theBEP operators. Each operator is required to contripute, on a sliding 
seale depending upon his income, up to 6 percent of his annual gross sales. 
These contributions are matched by federal funds. 

Blind Enterprise Program. The BEP is a self-employment program 
available to blind clients selected by the department. During fiscal year 
1975-76, the average income for BEP operators was $11,412. Table 6 shows 
the number of BEP stands, the gross sales and the net income to the 
operators for fiscal year 1975-76. 

Table 6 
Business Enterprise Program for the Blind 

1975-76 

,\l/mber 
of Cross 

l)pe of Location stands Sllies 
Vending stands .................................................................. 175 $9,754,950 
Food services ... ................................................................... 138 10,045,630 

Totals ................................................................................ 313 $19,800,580 

Xet to 
operators 
$2,075,002 
1,497,106 

$3,572,108 

.'h·erage 
to 

operators 
$11,857 

10,849 

$11,412 

In December 1975, the Department of Finance Program Evaluation 
Unit issued a report on the BEP program which identified a number of 
problems. The report stated that the method of selecting operators and 
the training program for BEP were not consistent with BEP needs or 
objectives. In addition, the report noted that the promotion and develop­
ment of new locations and the improvement of existing locations were not 
based on program needs or objectives. In fact, the report found little 
management information available on which the department could base 
any decisions for ongoing program operations or improvements. It was 
further found that the absence of a standardized financial accounting and 
controls system gave opportunity for mismanagement of the program. 
Finally, the report pointed out that the department had not established 
clear procedures by which to identify and eliminate marginal locations. 
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The current administration has taken initial steps to eliminate many of 
the problems identified in the Department of Finance study. Some of the 
marginal locations have been eliminated. The budget document for 1977-
78 calls for an increase of 25 to 30 new locations and projects the remodel­
ing or alteration of 15 to 20 of the existing locations. Training of· the 
operators has been transferred from the Services for the Blind Program 
to the BEP program thus making it more responsive to the program's 
needs and purposes. The department is seeking to streamline the inven­
tory controls in order to identify and keep track of program equipment. 
The department is also moving to improve equipment purchasing proce­
dures in order to maintain better controls and assure that purchases are 
economically advantageous to the operators. 

In spite of the fact that a number of operators have benefited by the 
program, there have been many instances of inappropriate operator selec­
tion, poor locations, inefficient pl:"ogram operations, and ineffective tech.., 
nical assistance. Current efforts· should continue to seek to establish a 
program which is of maximum benefit to the blind operators. 

Job Development. A new program element, job development, has 
been added to the Business Enterprise program. This element appears in 
the program budget with BEP, but it is administrative\yseparate am4 
serves all the disabled, not only the blind. 

The job development element consists of four loosely related compo­
nents. One is designed to hel;p. clients establish their J~Wfl. hmsmesses. A 
second component is engaged in developing contracts with . local 'prime 
sponsors of the Comprehensive Employment and Training Ad (CETA) 
to obtain manpower training programs for the disabled. A third campa­
nent seeks agreements with industry and labor organizations to expand 
employment opportunities for the disabled in the private sector. Finally, 
there is a component which is working with the State Personnel Board in 
an effort to expand job opportunities for the disabled in state civil service. 

The annual report of the department should contain a section on the 
effectiveness of the department in expanding job market and self-emph>y­
ment opportunities for the disabled. The primary policy issue relates ta 
the degree to which the department can develop self-employment pro­
. gra~s which provide viable vocational opportunities for the· disabled. 

III. DEVELOPMENT OF COMMUNITY REHABILITATION RESOURCES 

This program attempts to develop and maintain adequate facilities and 
services in the community which the department does not supply directly. 
Examples of purchased services include rehabilitation workshops and cen­
ters, special facilities for the blind and deaf, halfway houses and alcoholic 
recovery houses. 

The program has three basic elements: (1) technical consultation to 
rehabilitation facilities, (2) grant administration, and (3) removal of archi­
tectural and mobility barriers. 

For the 1977-78 fiscal year the budget proposes a total program expendi­
. ture of $3,175,864, of which $2,940,691 are federal funds and $235,173 is 
from the General Fund. The General Fund appropriation is $6,800 more 
than the current year . 

. _._-----
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DEPARTMENT OF REHABILITATION-Continued 

The major expenditure in this program is federally funded grants to 
community rehabilitation facilities. Most of the rehabilitation facilities, 
which are known as workshops, are designed to provide rehabilitative 
services to the disabled in the form of work evaluation, work adjustment, 
work training, work experience or long-term employment. There are also 
work activities centers which have a similar purpose to the workshops but 
tend to concentrate on the long-term maintenance needs of the disabled 
rather than on rehabilitation efforts. 

Funding Prevocational and Independent Living Skills Programs. 

We recommend that the appropriate Senate and Assembly policy com­
mittees hold hearings to review the current policy trends toward funding 
pre vocational and independent living skills programs. 

Traditionally, the Department of Rehabilitation has provided services 
aimed at vocational rehabilitation, i.e., services which directly relate to 
employment. The Rehabilitation Act of 1973 dropped the word "vocation­
al" from its title and concomitantly mandated that priority be given to 
serving the severely disabled. During hearings on the act, Congress con­
sidered at length the possibility of directing more services to the disabled 
which are prevocational in nature such as training in skills necessary to 
establish and maintain an independent living arranagement. The act, 
however, stopped short of authorizing such services and retained the goal 
of vocational rehabilitation. 

The department is supporting more prevocational services, especially in 
the area of community rehabilitation resources. For example, the depart­
ment is working to alleviate the funding problems of rehabilitation work­
shops and work activities centers. The department may also assume the 
fund-management role which the regional centers now perform in regard 
to work activity centers. For another example, the department has funded 
during the current year, 10 independent living skills centers which pro­
vide prevocational services to the disabled. 

We acknowledge that many of the disabled need these prevocational 
services. However, we are concerned that the Department of Rehabilita­
tion may not be able to provide prevocational services without significant­
ly diluting its effectiveness in vocational rehabilitation services. Funds 
which are appropriated for vocational services should not be spent for 
prevocational services. Many of these prevocational services should be 
funded through other resources such as Medi-Cal, Title XX social service 
funds, etc. We recommend that the Legislature review the following is­
sues before decisions are reached. 

Funding Crisis 

In the past several years, a combination of forces has developed which 
are creating a funding crisis for rehabilitation facilities throughout the 
state. Sales of products produced by the workshops have not increased at 
a rate sufficient to offset inflation. Some counties, faced with the spending 
ceiling placed on Title XX social service funds, have reduced support for 
the facilities. United Way resources have not increased sufficiently to meet 
inflationary cost increases. During the past year, another major funding 
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problem resulted from the increased cost of providing Workers' Compen­
sation coverage. There is also the strong possibility that the funding that 
has been derived from the educational systems may be withdrawn. 

Because of the relative shrinking of resources, the community rehabili­
tation facilities have been forced to turn to other financing methods such 
as charging fees for services rendered to disabled individuals and placing 
more emphasis on planned fund raising activities:-

The two major funding sources of community rehabilitation facilities 
continue to be the Department of Rehabilitation and the Department of 
Health through the community regional centers for the developmentally 
disabled. Currently, the Department of Health and the Department of 
Rehabilitation are considering the possibility of the Department of 
Rehabilitation contractually assuming responsibility for administration of 
the funds now directed to community rehabilitation facilities through the 
regional centers. The regional centers program was created initially to 
provide advocacy and case management services to the developmentally 
disabled. The regional centers were not designed to become service pro­
viders. Therefore, such basic elements as program planning, monitoring 
and evaluation are not provided by the regional centers. 

The Health and Welfare Agency has established a committee for the 
development of long-term funding for community rehabilitation facilities. 
It is exploring a number of possibilities. The committee recognizes that 
the facilities should not be totally supported by public funds. However, the 
severe difficulty which the facilities are experiencing in obtaining needed 
funding indicates that some additional public support may be needed. The 
California facilities are serving approximately 20,000 clients on a daily 
basis. The department estimates that there are potentially 120,000 persons 
who need such services. 

One of the alternatives currently being considered by the agency and 
the Governor is the use of from $3 million to $5 million of the Public Works 
Employment Act funds to provide salaries to workers in the workshops. 
Because of the future funding implications of such an action, we believe 
this issue should be reviewed· by the Legislature . 

. Independent Living Skill Centers 

Another resource the department is developing for serving the disabled 
is 10 independent living skills centers which were granted innovation and 
expansion grants totaling $672,115 during the current year. The purpose 
of these centers is to provide prevocational training which would enable 
the disabled to live in an independent setting. We recognize that many 
of the severely disabled are unable to enter into a vocational training 
program prior to gaining skills for independent living. However,a basic 
policy issue is involved. We believe that funds which have been appro­
priated for vocational rehabilitation purposes should not be spent for 
services which are prevocational. We believe this issue should also be 
reviewed by the Legislature. 
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IV. DEPARTMENTAL ADMINISTRATION 

This program. includes the director's office and the four administrative 
divisions: Program Development, Field Operations, Program Support and 
Administrative Services. It provides executive direction, planning, policy 
determination and staff support for the operation of all department pro­
grams. 

The budget proposes $9,258,472 to support this program in 1977-78, an 
increase of $314,373 over the current year. Under program budgeting 
concepts, the entire amount is charged to other programs. 

Reduction of Director's Office Staff 

Werecornmend a reduction (If six positions in the director's office for 
a total savings of $170,880 (General Fund $34,176). 

Under the current departmental administration, there has been a sig­
nificant staff increase in the director's office. Between fiscal year 1974-75 
and the current fiscal year, staff has grown from 15 authorized positions 
to 27.5, an increase of 83 percent. 

The director's office has six positions which should be eliminated. Three 
of these are located in Los Angeles. The chief deputy director under the 
previous administration retains the title and salary of a chief deputy direc­
tor but not the function. The organizational chart now describes the in­
cumbent's role as Deputy Director, Allied Health Affairs. The incumbent 
has no direct role in the administration of the department. Inquiry into 
the function of allied health affairs reveals that the entire unit consists of 
the incumbent, a rehabilitation counselor who serves as at;! aide and a clerk 
typist. The unit is involved in what is vaguely described as coordinating 
medical and psychological services with field operations. There does not 
appear to be any real need for this effort on a departmentwide basis. We 
believe that this type of function can better be integrated into the pro­
gram of each district office. Therefore, we recommend the elimination of 
the three positions. 

Last year the number of legal counsel positions in the director's office 
was administratively increased from one to three. Inquiry into the reason 
for this growth reveals that there are four main functions: (1) develop-

-ment of civil complaints primarily in the area of mobility barriers; (2) 
development of a strong legislative program; (3) availability of staff to 
provide a variety of legal opinions related to ongoing program operations; 
and (4) involvement in defining and interpreting confidentiality laws. 

There are. both mobility barriers and transportation barriers sections in 
the program development division which could be doing much of the 
preliminary work on the development of civil suits in this area. There is 
a full-time high level legislative coordinator in the director's office in 
addition to the legal staff. Confidentiality laws have long been in existence 
and do not constitute a major new workload. The major workload appears 
to be the generating of legal opinions which have little to do with improv­
ing services to the disabled. Therefore, we recommend elimination o,f two 
legal positions. 

The department administratively established a civil rights officer posi-
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tion and an analyst, as his assistant in the director's office. The department 
also has a personnel section and an affirmative action section in the ad­
ministrative services division. We believe that these units can supply the 
necessary assistance to the civil rights officer in the director's office. 
Therefore, we recommend elimination of the analyst position in the direc­
tor's office. 

The total savings including salaries, benefits and operating expenses and 
equipment from eliminating these six positions is $170,880, of which 20 
percent, or $34,176, is General Fund. Table 7 shows the savings resulting 
from each proposed position reduction. 

Table 7 
Savings Resulting from Proposed 

Position Reductions 

Position 
classification 

Chief Deputy Director ............... , ........................... . 
Vocational Rehabilitation Counselor .................. .. 
Clerk Typist II .......................................................... .. 
Legal Advisor ............................................................. . 
Legal Counsel ........................................................... . 
Analyst.. ...................................................................... .. 

Proposed 
salary 

1977-78 
$33,216 . 

16,904 
9,384 

30,684 
20,460 
18,180 

Estimated 
staff 

benefits 
$6,201 
3,156 
1,752 
5,729 
3,820 
3,394 

Estimated 
operating 
expenses 

and 
equipmeJlt 
allocation 

$3,000 
3,000 
3,000 
3,000 
3,000 

.3,000 

Total.............................................................................. $128,828 $24,052 $18,000 
General Fund (20 percent)· ........................................................................................................ .. 
Federal Funds (80 percent) ........................................................................................................ .. 

DEPARTMENT OF BENEFIT PAYMENTS 

General Summary 

Total 
salings 
$42,417 
23,060 
14,136 
39,413 
27,280 
24,574 

$170,880 
$34,176 

$136,704 

Funds for the Department of Benefit Payments are contained in six 
budget items and one control section of the 1977:....78 Budget BilL As shown 
in Table 1, the department requests a total of $1,551,453,593 from the 
General Fund, a $131,869,105, or 9.3 percent increase over estimated cur­
rent year "expenditures. 

Budget 
Bill 
Item 
261 
262 
263 
Control 
Section 
32.5 
264 
265 
266 

Table 1 
Department of Benefit Payments 
General Fund Request for 1977-78 

Purpose 
Departmental Operations ................................. . 
Cash Grants: Aged, Blind and Disabled ...... .. 
Special Adult Benefits Program ..................... . 

Cash Grants: AFDC .......................................... .. 
WI;'; Child Support ........................................... . 
County Welfare Department Operations .... .. 
Legislative ~landates ........................................ .. 

EstiJn;lted 
1975-76 
$16,550,188 
742,278,300 

6,116,300 

576,666,500 

68,772,000 
9,201,200 

81,419,584,488 

Proposed 
1976-77 
$16,855,890 
824,341,300 

5,609,300 

616,972,400 
327,803 

70,124,800 
17,222,100 

81,551,453,593 

Percellf<lge 
Increilse 

1.8% 
ILl 

-8.3 

7.0 
,\/.4.. 

2.0 
87.2 

9.3% 
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Health and Welfare Agency 

DEPARTMENT OF BENEFIT PAYMENTS OPERATING BUDGET 

Item 261 from the General 
Fund Budget p. 675 

Requested 1977-78 ........................ , ................................................ . 
Estimated 1976-77 ........................................................................... . 
Actual 1975-76 ............................................................................... ~ .. 

$16,855,890 
16,550,188 
14,597,797 

Requested increase $305,702 (1.8 percent) 
Total recommended reduction ................................................... . $398,361 

Amllysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Attorney General Contract. Recommend approval of 607 
funds for contract with Attorney General on condition that 
funds are to be used for a specific purpose. 

2. Fair Hearing Positions. Reduce by $102,763. Recommend 609 
deletion of 19 proposed fair hearings positions resulting in 
a savings of $102,763 to the General Fund, $124,892 in federal 
funds and $203,747 in reimbursements. 

3. Systems Review Bureau. Reduce by $63,609. . Recommend 610 
deletion of six requested new positions resulting in a savings 
of $63,609 to the General Fund, and $96,132 in federal funds 
and reimbursements. Recommend transfer of systems re-
view bureau to Health and Welfare Agency or reorganiza-
tion within department. 

4. Food Stamp Program. Reduce by $128,689. Recommend 611 
deletion of 10 proposed new positions for a savings of $128,-
689 to the General Fund and $128,688 in federal funds. 

5. Food Stamp Outreach. Withhold recommendation pending 612 
receipt of inform~tion outlining optional ways. the state 
could meet federal food stamp outreach guidelines. 

6: Civil Rights Office. Reduce by $83,800. Recommend dele- 613 
tion of positions added last year as a result of misrepresenta-
tion to Legislature and denial of 5.5 of 14 proposed new 
positions for a savings of $83,800 to the General Fund, $23,-
200 in federal funds and $21,900 in reimbursements. 

7. Out-of-Court Settlements. Recommend Department of 615 
Finance approve out-of-court settlements with cost implica-
tions. Recommend legislative notification. 

8. Child Support Collections. Recommend department de- 616 
velop a plan to improve the ratio of collections to collection 
costs. 
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9. Parent Locator Program. Withhold recommendtion on con- 616 
tract with Department of Justice pending receipt of addi­
tional information. 

10. Welfare Fraud Prevention Bureau. Recommend depart- 617 
ment develop a plan to improve cost-effectiveness of the 
fraud recovery program. 

11. Support Enforcement Branch. Recommend dissolution 618 
of branch, with transfer and reclassification of positions. 

12. Computer Services Branch. Reduce by $19,500. Recom- 619 
mend deletion of three positions for a savings of $19,500 to 
the General Fund and $58,500 in federal funds. 

13. Downgrading of Positions. _Recommend that all 1977-78 619 
position downgrades be permanent rather than tempo-
rary. Recommend potential salary savings of $450,000 be 
transferred to a new item for allocation. 

14. Blanket Funding. Recommend blanket positions not be 621 
partially funded from salary savings and that blanket ex­
penditures be limited to amounts appropriated by the 
Legislature. Further recommend a report which shows 
how blanket positions have been used in the past and justi- . 
fies proposed 1977-78 positions .. 

15. Welfare Regulations. Recommend Joint Legislative 623 
Budget Committee approve funding for new welfare regu­
lations that are not mandated by federal law or court order 
for which annual General Fund cost exceeds $500,000. 

16. Monthly Reporting by Counties. Recommend repeal of 624 
Section 10809.5 of the Welfare and Institutions Code which 
requires certain reporting procedures by counties. 

17. AFDC Aid Payments. Withhold recommendation pend- 625 
ing receipt of May 1977 subvention estimates. 

18. Monitoring Data Processing. Withhold recommendation 627 
on continued funding for 12 positions to monitor county 
welfare data processing activities pending review of a 
budget change proposal. . 

19. Los Angeles County Data Processing. Recommend Legis- 628 
lature withhold funding for the Los Angeles County Wel-
fare Case Management Information System pending 
receipt· and review of an in-depth report on the project. 

GENERAL PROGRAM STATEMENT 

The Department of Benefit Payments was created by Chapter 1212 
Statutes of 1973, (AB 1950) and is the successor to the State Department 
of Social Welfare. The department's three major areas of responsibility are 
the administration of $4,3 billion in welfare programs, the collection of $5.5 
billion in payroll taxes and the auditing of certain health care programs. 
To carry out ·its responsibilities the department has approximately 3,270 
employees. . 
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DEPARTMENT OF BENEFIT PAYMENTS OPERATING BUDGET-Continued 

ANALYSIS AND RECOMMENDATIONS 

The budget proposes a General Fund expenditure for the operation of 
the Department of Ben~fit Payments of $16,855,890 which is $305,702, or 
1.8 percent, more than is estimated to be expended during the current 

. year. This request does not include $8,120,638 in General Fund money 
which will come to the department as a reimbursement from the Fran­
chise Tax Board. In total, the Governor's Budget requests $74,256,258 (all 
funds) for the· operation of the department. Of the total, $52,666,063 is for 
salaries and staff benefits and $21,590,195, is for operating expenses and 
equipment. 

The Governor's Budget identifies four major areas within the depart­
ment; Health Operations, Employment Tax Operations, Welfare Program 
Operations and Administrative Support Operations. Table 1 presents the 
proposed expenditures and staffing for the four programs. 

Table 1 
Overview of the 1977-78 Operating Budget of 

the Department of Benefit Payments 

Requested Existing Requested 
Program Operating Budget Posibons New Positions 

Health Operations ................................................................ $6,133,461 240.4 12 
Employment Tax Operations ............................................ 35,239,452 1,812.9 0 
Welfare Program Operations ............................................ 19,825,299 726.8 36.5 
Administrative Support Operations.................................. 13,058,046 489.5 5.9 

Totals ..................................................................................... $74,256,258 3,269.6 54.4 

. Health Operations 

The Department of Benefit P..ayments operates a program to audit cer­
tain providers of health care, handle health audit appeals and recover 
funds from insurance companies and other parties who have an obligation 
to pay all or part of the medical bills of persons eligible for Medi-Cal 
benefits. Staff for this program has been located in the Department of 
Benefit Payments since July 1, 1974, the effective date of Chapter 1212, 
Statutes of 1973 (AB 1950). The Health Operations program currently has 
240.4 authorized positions. 

The Gover;nor's Budget requests $6,133,461 (all funds) to administer the 
Health Operations program, which is an increase of $416,312 or 6.8 percent 
over current year estimated operating expenses. Of the total request, 53.4 
percent, or $3,275,944, is the General Fund share. 

Health Audits and Audit Appeals 

The principal activity of the Health Operations program is auditing 
health care providers and processing audit appeals. The major health 
programs audited are the Medi-Cal program, the Short-Doyle program 
and other programs including alcohol abuse, drug abuse, developmentally 

. disabled, family planning, crippled children and social and rehabilitation 
services. 

The budget proposes. the addition of three positions to assist in the audit 
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of Los Angeles County Medi-Cal billings, and one position for the process­
ing of audit appeals. We have reviewed the projected workload and rec-
ommend approval· of the positions. . 

Los Angeles County operates nine hospitals and 70 health clinics which 
. bill the Medi-Cal program for health care services provided to Medi-Cal 
eligible patients. The county does not submit detailed Medi-Cal billings as 
other counties do. The method used to validate billings is to sample a large 
number of inpatient and outpatient cases to determine the extent and 
pattern of billing errors and their dollar impact. The sample findings are 
applied to the entire claim. The audits performed to date have adjusted 
downward the number of allowable patient days and allowable costs per 
day. The first audit covering 30 months disallowed $25 million in county 
charges against the Medi-Cal program. The second audit covering a six­
month period disallowed approximately $9 million. The audit cost has 
been approximately $1 for each $85 recovered. 

Drug Abuse Audit Positions 

We recommend approval of three requested new positions to perform 
audits of local drug abuse programs. 

The department proposes the continuation of two auditors and one 
clerical position administratively- established in the current year to audit 
297 local operators of drug abuse programs. The three proposed positions 
are 100 percent federally funded through contract with the Department 
of Health. With this augmentation, a total of 4.5 positions would be devot~ 
ed to auditing the state's $26.6 million drug abuse program. Although drug 
abuse audits recover approximately $3.60 for every $1 spent, the primary' 
audit benefit is the provision of fiscal and program information to assist 
program operators improve program effectiveness. . 

Health Recovery Bureau 

The second major function of the Health Operations program is to 
collect money from insurance companies, nongovernmental institutions, 
and private individuals who owe the Medi-Cal program for medical serv­
ices provided, or for overpayments received. In 1974-75 the Health Recov­
ery Bureau collected $8,960,651. It is estimated that $10.4 million will be 
collected in the current year and $14.2 million in the budget year. This 
bureau has a favorable cost benefit ratio, collecting $10.40 for each dollar 
of collection cost. . 

Legal Services 

We recommend the approval of $93,670 for contract funds to cover 
Attorney General and Office of Administrative Health charges for addi­
tional legal services, on condition that the funds are to be used for a 
specific purpose. 

Recently, the Health Recovery Bureau has been represented by the 
Attorney General in an appeal before the Office of Administrative Hear­
ings. This appeal involves substantial funds allegedly due the state because 
of overcharges by a major health care provider. The cost of the hearings 
resulting from this appeal is billed on a per hour basis and includes the cost 
of deputies Attorney General, administrative law judges,court reporters, 

22-75173 
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transcript preparation and special consultants (expert witnesses). The 
cost for the case no~ before the administrative law judge is approximately 
$83,000. The budget anticipates two additional appeals of the same nature 
will be filed. The two additional cases will add approximately $166,000 in 
fees, of which the General Fund share is $93,670. 

Because the charges for the two additional cases will not necessarily 
follow the expenditure pattern of the first case, we recommend that the 
additional funds only be used for the purpose proposed. 

Employment Tax Operations 

The Employment Tax Division expects to collect nearly $5.5 billion in 
payroll taxes from approximately 500,000 employers in the state in 1977-78. 
The three payroll taxes collected are: state income taxes ($3.4 billion), 
unemployment insurance taxes ($1.6 billion) and disability insurance 
taxes ($498 million). The division will process nearly 3,000,000 tax returns 
and deposit 3.2 million checks. 

The Employment Tax Division is operating with 1,829 currently author­
ized positions. Of this number, approximately one-third are located in the 
division's 37 field offices throughout the state. The balance of the work­
force is located in Sacramento. The Governor's Budget requests $35,239,-
452 (all funds) for the operation of the department's tax collection and 
benefit accounting activities, an increase of $1,320,341, or 3.9 percent over 
estimated current year costs. The request for the Employment Tax Divi­
sion is composed of $8,120,638 General Fund plus unemployment and 
disability insurance funds. . 

The Employment Tax Division has two principal functions, tax collec­
tion and benefit determination. Tax collecting locates and registers new 
employers, assists employers who have tax problems (887,000 contacts per 
year), processes three million tax returns, investigates 25,000 questionable 
tax returns, collects $35 million.in delinquent taxes from 12,500 employers, 
audits the books of 25,000 employers resulting in approximately $17.5 
million in tax changes, and issues 259,000 delinquent tax notices. 

In addition to tax collecting, the division determines how much employ­
ment or disability insurance will be paid in disputed cases. Approximately 
290,000 cases a year require a redetermination of benefit entitlements. To 
accomplish this task, the division must keep accurate wage records on over 
7.4 million employees, and make several thousand field visits to examine 
employers' books. 

Benefit Payments Contract 

The current year contract with the Franchise Tax Board was budgeted 
at $7,306,986. The budget year contract is proposed at $8,120,638, an in­
crease of $813,652 or 11.1 percent. The increase falls into three general 
categories: increased operating costs, workload increases and increases in 
the level of services for the state's personal income tax (PIT) collection 
program. 

Increased operating costs for merit salary adjustments and a 5 percent 
increase in nonpersonnel operating costs total $219,063. The increase for 
additional workload in the personal income tax program totals $303,240 
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and relates to a 2.1 percent increase in the number of employers whose 
tax returns must be processed, and for whom other tax auditing and 
accounting services must be performed. The third part of the total in­
cre~se relates to increased services, such as reducing the backlog of re­
turns, performed for the PIT program. 

Welfare Program Operations 

Welfare Program Operations is the third major area of program respon­
sibility identified by the Governor's Budget. The various units within 
Welfare Program Operations are responsible for monitoring and regulat­
ing the Aid to Families with Dependent Children (AFDC) Program, the 
Food Stamp Program and the SSIISSP Welfare programs for aged, blind 
and disabled recipients. 

Staff activities include, conducting fair hearings of county welfare de­
partments' actions which are appealed by recipients, reviewing county 
casework to improve the quality of local administration, communicating 
with counties about various matters involving the administration of pro­
grams, producing welfare statistics and cost estimates, processing county 
fiscal claims, managing claim procedures and controlling county adminis­
trative costs. Table 2 shows the number of positions allocated to the vari­
ous activities of Welfare Program Operations. 

Table Z 

Welfare Program Operations 
1976-77 

Currently 
authorized 

Actilities positions 
AFDC Program Management .............................................................................................................. 46 
Food Stamp Program Management ;.; ................................... ;............................................................. 37 
Adult (SSI1SSP) Program Management ............................................................................................ 11.5 
Quality of Casework Reviews................................................................................................................ 170 
Fraud and Child Support Program Management ............................................................................ 10 
Fair Hearings Including Clerical Support.......................................................................................... 172 
Legal Advice.............................................................................................................................................. 17.5 
County Claims Processing ...................................................................................................................... 54 
Management of Claiming Procedures ................................................................................................ 22.5 

. County Administrative Cost Control ............................................................................... ;.................. 12 
Program Statistics and Cost Estimates ................................................................................................ 82.6 
Other Activities ........................................................................................................................................ 91.7 

Total .................................................................................................................................................... 726.8 

The budget proposes a total of $19,825,299, all funds, for the Welfare 
Program Operations, which is an increase of $42,460, or 0.2 percent, over 
the amount estimated to be expended during the current fiscal year. The 
budget proposes the addition of 36.5 positions and the deletion of 8l. 

Fair Hearing Positions 

We recommend the deletion ofl9 proposed /air hearing positions result­
ing in a reduction of $102, 763 from the General Fund, $124.892 in federal 
funds, and $203, 747 in reimbursements. 

The. department conducts administrative hearings to judge the fairness 
of decisions made by county welfare department personnel in handling 
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welfare cases. Recipients and applicants for aid have the right to appeal 
decisions they believe adversely affeCt their entitlements to assistance. 
When a request for a fair hearing is made, the department schedules a 
hearing. 

The department proposes to add 19 positions due to projected workload 
increases in the fair hearing process. The budget projects there will be 
approximately 40,000 appeals in the 1977-78 fiscal year. The cunentstaff 
of 172 positions is based on an actual workload of 36,527 appeals in the 
1975-76 fiscal year. 

We have reviewed actual caseload for the first five months of the cur­
rent fiscal year. If current year trends continue, the department will only 
receive 31,400 appeals. This is substantially below the workload capacity 
of the existing staff. Therefore, we see no need for the additional positions. 

We are not recommending a reduction in the department's curr~nt 
budget despite a possible lower fair hearings workload for the 1977-78 
fiscal year. It is appropriate that the fair hearings budget be adequately 
funded to process appeals in the required go-day period in the event a 
sudden unexpected surge in appeals occurs, as sometimes happens when 
regulations change or the courts overrule existing procedures. 

Systems Review Bureau 

We recommend the deletion of six proposed positions for the Systems 
Review Bureau for savings of $63,609 to the General Fund, and $96,132 in 
federal funds and reimbursements. 

We further recommend that the bureau be transferred to the Health 
and Welfare Agency or reorganized with a reduced scope of ope,rations 
if it remains in the Department of Benefit Payments. 

The Systems Review Bureau was established as a result of Chapter 1212, 
Statutes of 1973, (AB 1950). This legislation intended to centralize most of 
the62 payment systems of the Health and Welfare Agency in the Depart­
ment of Benefit Payments. The bureau was established although centrali­
zation of fiscal functions has not fully occurred. 

The rationale behind the establishment of the bureau is that various 
problems arise within systems that have been designed to process fiscal 
information in the Health and Welfare Agency. The function of the bu­
reau is to review the existing systems of processing fiscal workload, identi­
fy system shortcomings and suggest improvements. 

Since its inception in September 1974, the bureau has faced serious 
problems of its own which have never been resolved. The bureau has been 
isolated within the Department of Benefit Payments and has not had the 
authority or resources to carry out its agency-wide mandate. Most of the 
projects undertaken by the bureau have been outside the Department of 
Benefit Payments and beyond the scope of the director's authority. To 
function properly a system review group should be the representative of 
management. In the past, this has not been the case and a good deal of 
time has been spent trying to establish a confidential relationship with 
managers whose programs were to be reviewed with the result that man­
agemEmt was not fully aware of organizational and procedural problems 
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within the bureaus or the results of the system review group's activities. 
Another problem which has plagued the bureau is that it was designed 

to operate with borrowed staff. The bureau is staffed with seven high level 
professionals who were to act as project managers supervising loan staff. 
However, the loan staff has never been available in large numbers, and the 
managers have had to work as analysts. As a result, output of the bureau 
has been substantially less than originally envisioned. 

Transfer Bureau to Agency 

We are reluctant to see more resources devoted to systems reviews until 
the Health and WelfareAgency or the Department of Benefit Payments 
resolves some of these basic issues. Specifically, we are recommending the 
deletion of six proposed positions and we are also recommending that the 
bureau be transferred to the H.ealth and Welfare Agency and that the 
agency take an active role in assigning work projects, use its authority to 
obtain loan staff when needed and assure open access to information. 
Finally, the agency should use its authority to insure that study recommen­
dations are implemented. 

If the Health and Welfare Agency does not wish to take responsibility 
for making the system review concept work on an agency-wide basis, we 
would recommend that systems review be limited to the Department of 
Benefit Payments, and the bureau restructured so that it has substantially 
fewer program managers and more. analysts with a variety of technical 
skills. 

Food Stamp Program 

We recommend the deletion of 10 proposed new positions for the Food 
Stamp program for a savings of $128,689 to the General Fund and $128,688 
in federal funds. 

The department is proposing the ~stablishment of 10 positions to deter­
niinelhe quality of casework done in counties with the largest food stamp 
programs. In each such county a random sample of cases would be select­
ed and reviewed. The results of the study would produce a statistically 
valid profile of the kind and frequency of errors the county makes, e.g. 
providing too many or two few food stamps or providing food stamps. to . 
ineligible individuals. Determining the casework errors made in particu­
lar counties is the first step in corrective action. Currently, the department 
is staffed only to determine the pattern of casework errors made in the 
state as a whole, and cannot determine problems in particular counties. 

Last year the Legislature added 63.5 positions to implement the federal­
ly required efficiency and effectiveness regulations pertaining to the qual­
ity of county administration of the Food Stamp program. It is our, 
understanding that the state meets the federal requirements with this 
added staff. Improved casework would benefit the federal government 
because it provides the bonus value of food stamps. In our opinion, the 
federal government should fully fund further expansion of this portion of 
the administration of the Food Stamp program, therefore, we have recom­
mended the deletion of the 10 proposed positions. 
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Food Stamp Outreach 

We withhold recommendation pending receipt of information outlining 
optional ways the state could meet federal food stamp outreach guidelines. 

On June 11, 1976, the Dep~rtment of Finance notified the Legislature 
that the Department of Benefit Payments planned to fund 36 local non­
profit groups to operate a food stamp' outreach program during the 1976-
77 fiscal year. Local groups were to inform potential users of food stamps 
of the program's benefit and eligibility criteria arid to assist them in apply­
ing for benefits. 

Funds for the project, $645,447, were to be taken from Item 305 of the 
Budget Act of 1976 and transferred to Item 300, support of the Depart­
ment of Benefit Payments. The funds in Item 305 were appropriated for 
the purpose of operating county welfare departments, not local nonprofit 
groups. Through a contract arrangement with the department, the funds 
were to be channeled to the local groups by the State Economic Opportu­
nity Office. 

When we learned of the department's action, we became concerned 
about the precedents of (1) using funds appropriated for county welfare 
department administrative functions without the express approval of the 
Legislature and (2) assuming a county function without legislative ap­
proval. 

Legislative Counsel Opinion 

In response to our inquiry on this issue, the Legislative Counsel stated 
that in his opinion the department did not have the authority to transfer 
the funds or take the outreach function from the counties without going 
through a noncompliance hearing process or without cancelling county 
contracts for the provision of eligibility and grant determination services. 
Because the department had not held compliance hearings or cancelled 
contracts, it could not use the funds from Item 305. 

The Legislative Counsel's opinion was forwarded to the department. 
The administration decided to implement the local food stamp outreach 
projects. In the department's opinion, it had authority under federal law 
to conduct a food stamp outreach program provided the activity were 
properly funded. " 

To fund the outreach program the Department of Finance has stated 
that it will provide a General Fund emergency loan to cover the 50 per­
cenfnonfederal matching requirement for the first six months of the fiscal 
year. However, this loan is to be repaid from the anticipated unexpended 
balance in Item 305. Thereafter, the administration intends to use funds 
from the Federal Public Works Employment Act of 1976 to cover the 50 
percent state matching requirement. In this way the administration plans 
to avoid the use of General Fund money dl!ring the last half of the fiscal 
year and to match federal funds with federal funds. However, General 
Fund money still will be used to repay the Emergency Fund loan. The 
Governor's Budget indicates the food stamp outreach program is budget­
ed at $730,220 for 1977-78. 

Justification given for the project is that a number of county welfare 
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departments have refused to implement outreach programs and that 
many others have inadequate programs. The department states that the 
county operated outreach effort might not have been in conformity with 
federal regulations and court rulings. Therefore, the department, wishing 
to avoid trial of a pending suit, initiated its own outreach effort at an 
estimated cost of $616,512 in 1976-77 and $730,220 in 1977-78. Although the 
budget proposal contains no General Fund money for the 1977-78 fiscal 
year, the non federal share of this program in subsequent years will have 
to be funded from the General Fund because of the termination of the 
Federal Public Works Employment Act of 1976 funds. 

We believe a state-county food stamp outreach program could be de­
signed which meets federal guidelines at much less cost. Federal regula­
tions do not appear to require hiring large numbers of additional 
personnel if an effective outreach program can be operated by existing 
state and county personnel. We are not convinced that a good outreach 
program cannot be designed, basically within existing state and county 
resources. We have asked the department to supply the Legislature with 
information outlining optional ways which the state could meet federal 
food stamp outreach requirements and to· discuss the cost of the various 
options. 

Civil Rights Office 

We recommend the deletion of three existing Ciyil Rights Office posi­
b·ons for a . General Fund salary sayings of $31,800 and the retenb·on of the 
civil rights coordinator and one clerical position. 

We further recommend a reduction of 5.5 positions of 14 positions re­
quested for the Ciyil Rights Office for a General Fund saving of $52,000. 

The department has a Civil Rights Office located in the Government 
and Community Relations Unit. Currently, the office consists of five posi­
tions. The budget proposes the addition of 14 positions and reorganizing 
the office into four specific subunits. 

Program System Unit 

Of the five existing positions, two were administratively established in 
the 1974--75 fiscal year and subsequently approved by the Legislature for 
the 1975-76 fiscal year. The remaining three positions were established 
and approved by the Legislature for the current year as part of 63.5 
positions proposed for the Food Stamp program, not the civil rights pro­
gram. Nothing in the justification material presented last year indicated 
that any of the 63.5 food stamp positions would do civil rights work there­
fore since the three positions are functioning in areas not authorized we 
recommend their deletion. 

Of the 14 proposed positions requested for 1977-78, four are to be estab­
lished in the Program System Unit. Two positions would perform clerical 
duties associated with additional professional staff. Two analysts would 
assist in the expanded responsibilities of the Program System Unit Activi­
ties include regulations review and formulation, contract monitoring, cor­
. respondence, preparation of civil rights plans and contacts with the 
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community. We recommend approval of the four positions proposed for 
the Program System Unit. 

Discrimination Complaint Unit 

The department anticipates it will have to investigate and prepare 
reports on 130 appeals by recipients who are not satisfied with the way the 
county welfare department has processed or ruled on their complaint of 
discrimination. 

Three of the 14 proposed positions are to investigate civil rights appeals, 
prepare reports on the findings, and train county personnel how to investi­
gate civil rights complaints. The department does not know how many 
appeals it will have to process or how much time the average case will take 
because the civil rights complaint procedure has been so recently estab­
lished. Posters will soon be placed in county welfare department offices 
to inform recipients that they can make civil rights discrimination com­
plaints about the service they received or failed to receive. These com­
plaints are separate from the existing fair hearing procedure which focuses 
on disagreements over benefit entitlements. 

Because there is no way to estimate the civil rights complaint appeals 
workload, we recommend that existing bureaus in the department con­
duct the necessary investigations and prepare the report of findings. Pre­
cise records should be kept to document the number of hours spent on 
such work. Specifically, we recommend that the Public Inquiry and Re­
sponse Bureau handle as much of the investigation workload as possible 
by telephoning the complainant and the caseworker or social worker who 
is alleged to have committed the discriminatory act. We further recom­
mend that staff from the AFDC, Food Stamp and Program Evaluation 
Branches, who are often in the field, do any necessary on-site interviews. 
Based on this proposal, we recommend deletion·of the two associate gov­
ernmental analysts and the staff services analyst budgeted for the Dis­
crimination Complaint Unit. 

Data Analysis and Program Evaluation Unit 

A total of 2.5 of the 14 proposed positions are for a Data Analysis and 
Program Evaluation Unit. We recommend approval of the positions 
proposed for this unit. As a result of an out-of-court settlement in January 
1976, the department has agreed to increase the number of bilingual 
public contact workers in county welfare departments or improve the use 
of existing biligual staff. This is being done to insure that applicants and 
recipients who do not adequately speak or understand English receive the 
same services as persons who speak English. 

The out-of-court stipulation requires that if a language group constitutes 
5 percent or more of the caseload, county welfare departments must have 
the same percentage of bilingual public contact employees in each district 
office as the percentage of non-English speaking persons in the office's 
caseload. This standard has also been written into proposed new welfare 
regulations scheduled for public hearing in early 1977. If adopted, the 
regulations will mean that a county welfare department may be out of 



Item 261 HEALTH AND WELFARE / 615 

compliance with equal delivery of services requirements if it does not 
have the required number of bilingual public contact workers. 

Multicultural Communications Unit 

A total of 4.5 of the proposed 14 positions are to be in the Multicultural 
Communications Unit. 

The new unit would work with those counties not having adequate 
bilingual staff in public contact positions. The Multicultural Communica­
tions Unit staff would suggest ways to improve services to non-English 
speaking clients and timetables for improvement. 

The Multicultural Communications Unit is also to conduct cultural 
awareness training for county personnel, see that civil rights posters and 
pamphlets are designed and printed, and arrange for translations of forms 
and posters. For the most part, these activities are taking place within the 
existing civil rights unit. In addition, once they are initiated, many of these 
activities will not demand the same level of ongoing staff. Therefore, we 
recommend 2.5 of the 4.5 positions requested for the Multicultural Com­
munications Unit be denied. 

Out-of·Court Settlements 

We recommend that out-of-court settlements agreed to by the Depart­
ment of Benefit Payments which have cost implications receive prior 
approval by the Department of Finance and the Legislature receive noti-
fication of the agreed to settlement. . 

As indicated earlier, the department has stipulated in an out-of-court 
settlement that it would perform a number of tasks that presumably would 
increase the likelihood that bilingual staff would be hired by county wel­
fare departments. This settlement was one of the department's primary 
justifications for 14 additional civil rights employees at a cost of $351,428. 

,Another agreement was made with welfare rights attorneys to the effect 
that the state would do more to inform potential food stamp recipients of 
their probable eligibility for the program. Although the Food Stamp out­
reach agreement was not in the form of an out-of-court settlement, the 
negotiations that took place with welfare rights attorn~ys utimately result­
ed in a $730,000 project, and a pending suit then became dormant. 

Without judging the merits of either case or the appropriateness of the 
agreements" it is our understanding that the Department of Finance did 
not approve the negotiated settlements at the time they were made .. We 
believe that the Department of Finance should have the authority to 
review and approve out-of-court settlements which could have an effect 
on governmental costs. The Legislature should also be notified when such 
agreements are made. Therefore we are recommending that the follow­
ing language be added to Item 261 of the Budget Act. 

"Provided further that the department shall receive the prior approval 
of the Department of Finance for out-of-court settlements it proposes to 
enter into which may increase either program or administrative costs. 
Notification of any increased cost shall be given to the Joint Legislative 
Budget Committee within 10 days." . 
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Child Support Collections Program 

We recommend supplemental report language directing the depart­
ment to study the, current county operated child support collection system 
and develop a plan to improve the ratio of collections to collection costs, 
and report to the Joint Legislative Budget Committee by December 1, 
197'l 

Chapter 924, Statutes of 1975, (AB 2326) implemented a federally re­
quired child support program in California effective in October 1975. The 
primary goal of the program was to collect more child support payments 
from more absent fathers. For those families forced to rely on welfare 
because of the absence of the father, the program was to reduce the cost 
of providing aid payments. Each dollar collected from the father offsets 
welfare costs. The program was also intended to stop other families which 
do not receive public assistance from being forced onto welfare due to the 
father's failure to pay child support. 

The major program change in the collection effort caused by the 1975 
legislation was to make county district attorney's offices almost completely 
responsible for local collections. Prior to October 1975, county welfare 
departments had more involvement in collection activities. From a fiscal 
perspective, the major change was to inject more money into the county 
collection effort. In 1974-75, counties spent $17.8 million to collect $39.8 
million from absent fathers which meant $1.00 was spent to collect $2.23. 
In the 1977-78 fiscal year, the department estimates $43.8 million will be 
devoted to collecting $71.2 million from absent fathers whose children are 
receiving public assistance. If this happens, it will cost $1 to collect $1.63. 

In addition to the above expenditures, the counties will spend approxi­
mately $9 million in 1977-78 to collect approximately $72 million in child 
support payments from fathers whose children are not receiving public 
assistance. Currently the counties receive 75 percent federal reimburse­
ment for the cost of collecting from absent parents of non welfare families. 
Because federal sharing for non-welfare collection costs is scheduled to 
end in 1977-78, many counties may not choose to continue the non welfare 
collection effort at the current level. If large counties decide to transfer 
non welfare staff to the welfare collection effort, the cost-to-collection ratio 
for the welfare prognlm could easily decline further. . 

We recommend the department study the county child support collec­
tion system for welfare cases and prepare a plan to improve the ratio of 
cost to collections because this ratio has declined. County operating costs 
for this program have been escalating rapidly since October 1975, when 
the new child support legislation became effective. 

Parent Locator Program-Department of Justice 

We withhold recommendation on a requested increase of $305,329 for 
the Parent Locator contract with the Department of Justice pending 
receipt of additional information. 

Currently, the Department of Justice attempts to locate absent fathers 
who cannot be located by local district attorneys and are failing to meet 
their child support obligations. The Department of Justice proposes to 
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increase by 16 positions the staff of the parent locator unit for a total of 
33 positions. The request for the increased staff totals $226,979 (all funds) . 
The Department of Benefit Payments, which has-responsibility for the 
child support collection program, has $305,329 in its budget to reimburse 
the Department of Justice for parent locator services. 

We have several concerns regarding the proposed augmentation of 
parent locator staff which need to be resolved before we recommend 
approval. First, we need to know why the Department of Benefit Pay­
ments is budgeting $305,329 to reimburse the Department ofJustice (all 
funds) when Justice is requesting an increase of $226,979 (all funds). Sec­
ondly, we need to be provided data which shows that (1) once an absent 
parent's address is located, the information is actually used to make a·' 
collection, and (2) the cost of expanding the location service would at least 
be offset by increased collections. 

Welfare Fraud Prevention Bureau 

We recommend supplemental report language directing the depart­
ment to develop a plan for 1977-78 to improve the cost-effectiveness of the 
welfare fraud prevention program operated by the counties. 

In 1974-75, it cost counties at least $4.7 million to collect less than $2.9 
million from persons who had committed welfare fraud. In 1975-76, it cost 
$5.4 million to collec't $3.1 million. The department should determine what 
action is necessary to reduce the cost of operatingthe Special Investigative 
Units located in county welfare departments and to increase recovery of 
public funds wrongfully obtained by recipients. 

In the average month, the county Special Investigative 'Units (SIU's) 
investigate approximately 4,600 cases suspected of welfare fraud. About 80 
percent of these cases are dropped, usually because no wrongdoing was 
uncovered or because there was insufficient evidence. 

If there is evidence of wrongdoing, the case is referred to the district 
attorney or settled by having the recipient sign a promissory note to repay 
the amount wrongfully obtained. The repayments can be either in cash 
payments or in reduced grant entitlements. About 930 cases a month are 
resolved through promissory notes or judgments and liens which provide 
for the restitution of money wrongfully obtained. However, the repay­
ment rate for the most recent 12 months for whiCh precise data are avail­
able (October 1975 to September 1976) averaged less than 60 percent of 
the amount owed. Recently, the repayment rate has been improving. 

The presumed value of the current anti-fraud program is that it deters 
a number ofindividuals from cheating the welfare program. However, the 
program does not efficiently recoup fraudulently obtained welfare funds 
because collections run considerably behind operating costs. We recom­
mend that the department ,attempt to make the anti-fraud program more' 
cost-effective, not only to save money but in order to make the program 
more· creditable as a deterrent. Beca~se the penalties are monetary, the 
effectiveness of the antifraud program as a deterrent depends in large part 
on how effectively the collections aspect of the program is operated. 
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Support Enforcement Branch 

We recoI11mend (a) the dissolution of the Support Enforcement Branch 
and the transfer of the positions to the Financial Management Branch and 
(b) recJassincation of the positions. 

The Support Enforcement Branch has two small bureaus, the Child 
Support Bureau and the Fraud Prevention Bureau. The Child Support 
Bureau has two positions which have program responsibilities in the over­
all state and county effort to collect child support payments. The Fraud 
Prevention Bureau has six positions that work with county welfare depart­
m~nt Special Investigative Units to recover funds AFDC recipients have 

, obtained inappropriately. 
We are recommending the dissolution to the Support Enforcement 

Branch and the transfer of the positions to the Financial Management 
Branch. We have recommended elsewhere in the Analysis that both the 
fraud prevention program and the child support collection program be 
improved from a cost/benefit perspective. The Financial Management 
Branch has staff experienced in administrative cost control problems and 
has general fiscal expertise. The collections process needs more emphasis 
in both the child support and fraud programs. The Support Enforcement 
Branch was created prior to federal and state legislation which made the 
Child Support Collection activities primarily fiscal in nature. Approxi­
mately 85 percent of the 43.5 positions which the Legislature added in 
response to federal and state child support legislation were placed in the 
Fiscal Management Branch. We see no justification for the continued 
division of responsibilities between different branches in the department, 
especially since the fiscal portion of the program is now most in need of 
attention. 

It appears that reclassification of many of the positions in the Support 
Enforcement Branch would be appropriate. The classifications and sala­
ries currently budgeted for the Support Enforcement Branch are shown 
in Table 3. 

Table 3 

Support Enforcement Branch 
Authorized Positions 

1976-77 

Current year 
. \'umber of posiHons budgeted salaries 
1 Staff Services Manager III ............................................................................................... ,........ $26,404 
3 Assistant Operations Security Officers @ 822,992 each...................................................... 68,976 
1 Staff Services Manager II .......................................................................................................... 21,516 
1 Legal Counsel ......................................................... ,.................................................................... 19,524 
1 Staff Services Analyst.................................................................................................................. 14,493 
2 Sr Stenos @ $11,820 each .......................................................................................................... 23,640 

J Sr. Legal Steno.............................................................................................................................. 10,284 
10 8184,837 

If the branch's positions were reclassified to fit a pattern more typical 
for units of similar size and responsibilities, the clerical support ratio would 
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be reduced. (Currently, there are three clerical positions in support of 
seven professional positions.) In addition, the classifications of the profes-

. sional positions would normally be associate government program analyst, 
at an approximate annual salary of $18,300, and staff services analyst, at an 
annual salary of about $14,500. These classifications would cost considera­
bly less than those currently budgeted. Aside from one staff services ana­
lyst, the lowest professional cla3sification now used is a legal counsel for 
which the salary is $19,524. 

Computer Services Branch 

We recommend the deletion of the three positions added last year to the 
Computer Services Branch for the child support collection program f()r a 
savings of $19,500 to the General Fund and $58,500 in federal funds. 

Last year the Legislature added 43.5 positions to meet state and federal 
requirements in the child support collection program. Three of the posi­
tions were added to the Computer Services Branch to automate certain 
auditing, accounting and claiming processes which the department now 
performs manually for the child support program. Departmental progress 
in automating the manually processed workload is limited to a feasibility 
study. We recommend the deletion of three positions because the absence 
of necessary federal guidelines and county difficulties in submitting claim­
ing data on magnetic tape appear to have indefinitely delayed the automa­
tion of the child support program. 

ADMINISTRATIVE SUPPORT OPERATIONS 

The fourth major departmental unit, Administrative Support Opera­
tions, is responsible for provision of computer services, budget prepara­
tion, accounting services, personnel services, centralized clerical services 
and other services required for the daily operation of the department. The 
management and decision-making functions of the department are also 
included within Administrative Support Operations. Table 4 shows the 
major functions within the organization and the number of positions cur­
rently assigned to these functions. 

The Governor's Budget requests $13,058,046 (all funds) for Administra­
tive Support Services which is a 2.8 percent increase overestimated cur­
rent year expenditure. 

Downgrading of Positions 

We recommend that all 1977-78 position downgrades be permanent 
rather than temporary. 

We fur{her recommend that potential salary savings in the amount of 
$450,000 from the downgrades which become effective in July 1977, be 
transferred to a new item for allocation by the Department of Finance. 

For several years, the department has listed positions in the Governor's 
Budget at higher classification levels than those held by incumbent em- . 
ployees. The result of this practice is to build excess funds into the depart­
ment's operating budget for unspecified purposes. 

In order to pay the employee in an overclassified position the depart­
ment must take steps to temporarily downgrade the budgeted position to 
the employee's actual classification level. During the first six months of 
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Table 4 

Administrative Serv,ices Operations 
Positions by Major Function 

1976-n 

Currentlv 
Authoriz~d 

Functions Positions 
Policy Formulation (Executive office)................................................................................................ 25 
.Computer Services .................................................................................................................................. 94 
Departmental Accounting ............................................................. :........................................................ 66 
Budget Preparation .......................................................................................................... 7 ...................... • 13 
Personnel Services .................................................................................................................................... 35.6 
Centralized Office Services.................................................................................................................... 111.8 
Facilities Mgt. & Business Services ................................................................................... ;.................. 34.1 
Internal Mgt. Studies ................................. , .. ;:........................................................................................ 18 
Planning activities..................................................................................................................................... 15 
Legislative liaison... ................................................................................................................................... 8 
Training .................. , ...... ;............................................................................................................................ 9 
Temporary help ........................................................................................................................................ 40.4 
Other............................................................................................................................................................ 19.6 

489.5 

this fiscal year the department has downgraded 795, or 24 percent, of its 
authorized positions. 

The major effect of temporarily, rather than permanently, downgrading 
a position is that it leaves the decision to change the classification of the 
employee with the department. There is no need to go to the State Person­
nel Board for approval of positions restored to budgeted level because this 
decision-making authority has been delegated to the department by the 
board. 

Currently the department restores many positions to budgeted level by 
allowing employees to take promotional examinations soon after they 
have served the minimum required time at a lower classification. Once 
employees take (and pass) the examinations, the department files the 
required "607" forms to restore the positions to the original budgeted 
level. Thus it is often not necessary for employees to wait for a higher level 
position to become vacant before they have a promotional opportunity. 
Employees who have had their positions restored to budget level normally 
do the same work after being promoted to the new classification as they 
did before taking the examination. Through December 1976, a total of 285 
positions were restored to budgeted level by upgrading the classification 
of the incumbent employee. 

The effect of requiring the department to downgrade positions perma­
nently, rather than temporarily, is to subject its decision to reclassify posi" 
tions to more outside review. The result of eliminating salary savings 
associated with downgraded positions is that it removes what is in effect 
a contingency fund for upgrading classifications or for funding other un­
specified activities. Therefore, we recommend the following language be 
added to Item 261 "provided further 1977-78 position downgrades shall be 
permanent, not temporary." 

The Governor's Budget requests $~1,677,699 (all funds) for the 1977-78 
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salary costs of existing authorized positions, after the reduction for an­
ticipated vacancies has been applied. If the overbudgeting of positions is 
built into the 1977-78 salary schedule at approximately the same level as 
the current year, then the department is overbudgeted by $1,213,000 all 
funds, of which the General Fund share is approximately $450,000. We 
recommend that this amount, $450,000 General Fund, be transferred to a 
new item to be allocated to the department by the Department of Finance 
subject to the following procedures. First, the Department of Finance 
would instruct the department to list all the positions that must be down­
graded effective July 1977 in order to pay incumbent employees. The 
annual salary savings which result from the position downgrades shall be 
calculated including the state General Fund share. If the General Fund 
share exceeds $450,000 the Department of Finance would not allocate any 
of the funds in the special item because the over budgeting of classifica­
tions would have totaled more than $450,000 and the department should 
not require the funds. If the state share of the salary savings associated 
with the position downgrades is less than $450,000 then the department 
would be entitled to some of the funds in the special item. If for example, 
the identified General Fund share of the salary savings was $400,000 the 
department would be allocated $50,000, so that the total reduction in the 
department's budget would relate just to the amount overbudgeted. The 
remaining $400,000 would revert to the General Fund. 

Blanket Funding 

We recommend blanket positions no longer be partially funded from 
salary savings or operating expenses and equipment and that expenditures 
be limited to the amounts appropriated, for the purposes indicated We 
further recommend the development of a report which shows how blan­
ket positions have been used in the past andjustifies the proposed use of 
blanket positions in 1977-78. The report should be made to the fiscal 
committees by April 1, 1977. 

The Department of Benefit Payments pays numerous personnel costs 
out of special funds. These funds, known as blanket funds, are used to hire 
temporary and part-time help for peak workload, pay overtime, employ 
special consultants, pay for special task force studies, and to overlap posi­
tions so that a new employee can learn the assignment of an existing 
employee who is leaving. Blanket funds are also used to fund special 
limited term projects such as a current federally funded and federally 
required case review project. Finally, some blanket funds such as the 
affirmative action blanket funds are used to pay the salaries of minority 
persons employed outside of a regularly budgeted position. Their salaries 
are paid from these blanket funds until the employee can be transferred 
to a budgeted position which becomes vacant. 

Prior to the 1976--77 budget, we were unaware of the magnitude of 
blanket fund expenditures because they had not been openly budgeted or 
identified. Instead, funding for blanket activities had been partially con­
cealed in the department's budget in the form of salary savings. Last year 
upon our recommendation, the Legislature required the department to 
identify blanket activities and openly budget blanket funds. 



Table 5 
Department of Benefit Payments Blanket Funds 

1977-78 Governor's Budget 

Blanket 
number 

A. Health and Welfare Operations ................................................................ 910 
- ml 

Purpose 
Temporary help 
Fair Hearings, 
(McGeorge 
Contract) 
Overtime 

197~76 
Actual 
$867,655 

Subtotal for 910, 911 & 920 ......................................................................... . 

Health and Welfare Subtotal 
B. Employment Tax Operations ..................................................................... . 

920 

930 Advisory Board 
931, Case Review Projects 
940, 
941 

63,495 

65,924 

$997,074 
1,375 

387,694 

950 Affirmative Action up 94,922 
to 30 position equiva-
lents 

951 33 WIN Trainees 21,639 
(Reimbursement) 

950 Affirmative Action 
m- Temporary Help and 
988 Overtime 

$1,502,704 
13,114 

3,002,626 

Employment Tax Subtotal .......................................................................... $3,015,740 
Departmental Grant Total ..................................... , ................ :................... .$4,518,444 

" Reliable estimates of 197&-77 expenditures will not be available until second quarter expenditure report is completed. 

1976-77 
Available" 

$600,000 
105,000 

100,000 

$805,000 
7,000 

335,240 

223,152 

138,821 

$1,509,213 
253,152 

1,212,166 

$1,435,318 
$2,944,531 

1977-78 
Requested 

Unspecified amount 
Unspecified amount 

Unspecified amount 
$861,497 

7,000 
o 

(Projects 
terminated 
in 1976-77) 

o 

Currently· unknown 

$868,497 
Unspecified 
Unspecified 

$1,592,986 
$2,461,483 
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The 1977-78 budget shows a total request for blanket funds of $2,416,837 
from all funds. This request compares to actual expenditures of $4,537,286 
in 1975-76. Because of the significant reduction we asked the department 
to indicate the amount of money to' be allocated for each of the existing 
blankets. Table 5 shows how the department proposes to use the blanket 
funds it has requested. 

It appears that the affirmative action blanket No. 950 and blanket funds 
for employment tax operations may not be adequately funded for 1977:...78. 
In the past, it has been possible to shift funds, such a~ salary savings, to 
cover the cost of blanket activities not budget~d. We recommend that this 
practice be discontinued in 1977-78 and that blanket activities be openly 
budgeted but limited to the amounts appropriated by the Legislature only 
for the purposes indicated. If the Legislature accepts this recommenda­
tion, blanket funds would be scheduled in Item 261 of the Budget Bill by 
purpose, blanket numqer and amounts and language would be added to 
limit available funds to the amounts appropriated for the purpose speci- . 
fied. 

The number of positions funded through blankets is significant (in 1975-
76, 505 full-time equivalent positions were used). Yet, nowhere in the 
budget process is there a meaningful way to report how the positions have 
been used in the past or how they are to be used in the future. It is 
important that some form of reporting take place because (1) the number 
of positions funded through blankets is substantial, and (2) the depart­
ment has almost unlimited authority to expend these funds. In' contrast to 
blanket funded positions, when regularly budgeted positions are request­
ed, the Legislature is informed of the position classification, the salary, and 
where in the\organization the position has been used in the past and will 
be used in the future. 

We are withholdipg comment on funding for blanket fund numbers 910, 
~ll and 912 because the Department of Finance has required the Depart­
ment of Benefit Payments to prepare written justification in support of the 
67 position equivalents and the $861,497 requested. This material is being. 
prepared too late to be included in this anlaysis and we plan to review it 
for the budget hearings. 

We recommend that the department prepare similar material for the 
Legislature by April 1, 1977 on affirmative action and employment tax 
operation blanket positions. This report should include details on what 
classifications have been used in which bureaus for what purposes and at 
what salary cost. The report should make an informed estimate of how the 
positions are to be used in 1977-78. We recommend that future depart­
mental budgets provide the same amount of detail on blanket positions as 
on regularly budgeted positions and when changes are made that they be 
justified. . 

Legislative Approval of Regulations 

We recommend that state initiated welfare regulations, which have a 
General Fund cost impact in excess of $500,000 annually and are not 
required by federal law, regulation or court order, be subject to approval 
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by the Joint Legislative Budget Committee prior to becoming effective. 
Currently the Department of Finance must' approve the issuance of 

new welfare regulations which have a cost impact. In the past, most new 
regulations have been issued in response to a court ruling or a change in 
federal law and regulation. However, a number of welfare regulations are 
now under consideration which have significant costs but are not mandat­
ed by court rulings or changes in federal law. If the administration does 
not request funding for these regulations during the departmental budget 
hearings, the regulations could be issued later without legislative review 
or approval. 

We are aware of several major regulations/changes that could, if adopt­
ed, add to the cost of the welfare program. One regulation, which has had 
a public hearing, would exempt most income tax refunds from considera­
tion when welfare entitlements are calculated. If adopted, this regulation 
would cost $5.3 million, approximately half of which would be paid for 
from the General Fund and the balance from federal funds. Another 
regulation under consideration would liberalize the welfare status of 
aliens who are in the country without proper documentation. It is estimat­
ed that regulation changes regarding undocumented aliens would have a 
$14 million General Fund cost and a $7 million county cost. Regulation 
changes' which would liberalize the amounts of property an AFDC appli­
cant could have and still qualify for welfare are also under consideration. 
If adopted, in its current form, this regulation package is estimated to cost 
$4,059,000 of which $1,433,000 would be paid by the state, $660,000 by the 
counties and $1,966,000 by the federal government. 

If the Legislature believes prior legislative review and approval of state' 
initiated welfare regulations with cost implications is appropriate, then 
some budget language modification is needed. We recommend that the 
following be added to section 32.5 and Item 263: 

"Provided further that no changes in welfare rules and regulations may 
add to pr:ogram or administrative annual General Fund costs in excess of 
$500;000, unless such changes are specifically required by court order or 
change in federal or state law, or specifically included in the appropria­
tions of the Budget Act of 1977 or approved by the Joint Legislative Budget 
Committee. " 

Monthly Reporting by Counties 

We recommend that repeal of Section 10809.5 of the Welfare and Insti­
tutions Code which requires certain reporting by counties. 

Section 10809.5 of the Welfare and Institutions Code requires county 
welfare departments to submit a copy of the monthly Caseload Movement 
and Expenditure report to the Department of -Finance at the same time 
the information is forwarded to the Department of Benefit Payments. The 
Department of Finance is required to make the information immediately 
available to the Joint Legislative Budget Committee. 

When this reporting requirement was enacted in 1971, the Legislature 
was not receiving timely and complete data about caseloads and costs from 
the department. Since 1971, relations between the department and the 
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Legislature have improved to the point where legislative staff is provided 
data and estimates shortly after they are requested. Therefore, there is no 
longer a need to receive each county's individual report. Because there 
is a cost associated with providing these now unneeded reports, we recom­
mend repeal of Section 10809.5 of the Welfare and Institutions Code. 

AFDC Cash Grants and Control Section 32.5 

We withhold recommendation on the appropriate amount for Section 
32.5 of the Budget Bill pending receipt and review of the May 1977 subven­
tion estimates. 

The Budget Bill does not contain an item which appropriates funds for 
the Aid to Families with Dependent Children (AFDC) program because 
the Welfare and Institutions Code provides a continuous appropriation . 

. However, Section 32.5 of the Budget Bill limits funds available to a speci­
fied amount and provides that the Director of Finance may increase the 
expenditure limit in order to provide for unexpected caseload growth or 
other changes which increase aid payment expenditures. 

The budget proposes $616,972,400 in Section 32.5, which is $40,305,900, 
or 7.0 percent, more than is estimated to be expended during the current 
fiscal year. In addition to these funds, there are state costs of $8,500,000 for 
the current year and $16,322,100 in the budget year for local mandated 
costs resulting from Chapter 348, Statutes of 1976, (AB 2601). Thus, the 
total General Fund cost for AFDC grants in 1977-78 is estimated to be 
$633,294,500, which is an increase of $48,128,000, or 8.3 percent, over the 
amount estimated to be expended during the current fiscal year. The 
amount requested will be adjusted when the Department of Finance 
submits the May revenue and expenditure budget revision to the Legisla­
ture. The budget revisiop for AFDC grants will be based on the depart­
ment's may 1977 subvention estimates which take into account the latest 
available caseload and expenditure data. We will review these estimates 
and make our recommendations at the time. 

In recent years, we have not been able to review the May subvention 
estimates adequately in the short period of time between their release by 
the administration and their approval as part of the budget by the Legisla­
ture. The lack of review has not resulted in subsequent difficulties because 
the estimates produced by the department are of high quality and normal­
ly have not been adjusted outside of the Estimates Bureau of the Depart­
ment of Benefit Payments. When the estimates have been adjusted we 
have been informed, so that the policy issue involved could be considered 
by the Legislature. However, the department has agreed to provide ear­
lier access to the estimates to make a more complete outside review 
possible. 

AFDC Caseloads and Cost Trends 

The Governor's Budget projects AFDC caseload to decline by 1.4 per­
cent in 1977-78 as shown in Table 6. 
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Table 6 
1977-78 Governor's Budget 

AFDC Caseload (Persons Count) 

AFDC Family Group ............................................................................. . 
AFDC Unemployed ...................................................... ~ .......................... . 
AFDC-Foster Children ....................................................................... . 

1977-78 
1,240,900 

164,100 
31,020 

1,436,020 

Change 
from Percentage 

1976-77 change 

-16,500 -1.3% 
-4,900 -2.9 
.+970 +3.2 

-20,430 -1.4% 

The net AFDC General Fund cost increase of $48.1 million proposed in 
the budget is a combination of $64.9 million in increases and $16.8 million 
in offset savings. The major increases are the annual automatic AFDC 
cost-of-living adjustment ($32.3 million) and the recent 6 percent AFDC 
grant increase provided by the Legislature ($27.3 million). Also contribut­
ing to increased costs are new welfare regulations ($2.5 million), the end 
of extended unemployment insurance benefits in California ($1.6 mil­
lion), and increased foster care grants and child support incentive pay-
ments ($1.2 million). ' 

The major offset savings are attributed to caseload decline ($11.9 million 
savings), increased federal sharing in the AFDC-U program/($4.3 million 
savings) and ,increased social security, minimum wage and unemploy~ 
ment insurance benefit payments which act to reduce welfare. costs. 

Improved AFDC Benefits 

Chapter 348,Statutes of 1976, (AB 2601) provided a 6 percent increase 
in the. AFDC payment standards effective January 1, 1977. Table 7 shows 
maXimum grants, for AFDC families in the current year and in 1977-78. 
The increases result from a combination of the annual cost-of-l"ing adjust~ 
ment, which is tied to the inflation rate, and the 6 percent benefit increase 
granted by the Legislature. ' 

Table 7 
Monthly Maximum Aid AFDC-FG and U Programs 

Governor's Budget Projections 

Ju~'·-Dec. 
1976 

(Before 
FilJ1li~r 6 percent 
size illcrellSe) 

1.................................................................... $157 
2 ................................................... :................ 258 
.3.................................................................... 319· 
4.................................................................... 379 
5.................................................................... 433 
6.................................................................... 487 
7.................................................................... 534 
8.................................................................... 581 
9.................................................................... 628 

10 .................................................. :................. fiT5 

Jiln.-June 
1977 

(After 
6 percellt 
increilse) 

$166 
273 
338 
402 
459 
516 
566 
616 
666 
716 

JU~"I, 1977 
(After 

cost-of-
filing 

ilJ(}rease) 

$175 
288 
356 
424 
484 
544 
597 
650 
702 
755 

Tot;1l 
lilcrellSe 

From 
Dec. 1976 to 
Ju~1' 1, 1977 

$18 
30 
37 
45 
51 
57 
63 
69 
74 
80 
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MONITORING COUNTY AUTOMATED WELFARE INFORMATION SYSTEMS 

In the 1976-77 Analysis we discussed the department's plans to develop 
a model data processing system for use by the county welfare department. 
As we noted, last year, departmental justification for this and similar ear­
lier projects was the increasing cost in which the state shared, of county 
kutomated welfare processes. These costs were approximately $6 million 
in 1970-71 and could approximate $20 million in the current year if the 
trend continues. 

During last year's budget hearings we were only in partial agreement 
with the department's objectives regarding model systems and standards. 
We believed the most beneficial course of action to be an increase in the 
monitoring of system development efforts, particularly the Los Angeles 
County Welfare Case Management Information System. It was our judg­
ment -that the potential benefit from some of the other activities was 
minor at best. 

Several budget hearings and discussions between our office and the 
department last year resulted in a reduction of the budget request and 
approval of22 new positions. These positions were to be used for increased 
system review and monitoring and other activities, including the develop­
ment of a data dictionary and a computer program library. 

Monitoring Data Processing 

We withhold recommendation on continued funding of 12 positions 
pending review of budget change proposal due February 1, 1977. 

Since approval of the 1976-77 Budget Act, the department hasreeva­
luated its intended use of the added resources regarding county automat­
ed welfare operations. The department's current position, with which we 
concur, is that the most effective use of these resources is in expanded 
system review and monitoring . 

. As a result, the department has kept only 12 of the 22 positions author­
ized, assigning six to the County EDP Systems Bureau and three to other 
county-related program areas. The other three positions are to be pro­
vided by the Department of Health on a contractual basis. Ten positions 
have been deleted, and they are not reflected in the proposed budget. The 
department has been requested to provide the Department of Finance a 
budget change proposal to justify continued funding of the remaining 
authorized positions. We will review this document and make our recom­
mendations during the budget hearings. 

Welfare Case Management Information System (WCMISI 

Los Angeles County's Welfare Case Management Information System 
(WCMIS) is ultimately intended to replace existing welfare information 
processes with a new and comprehensive computer-based system. The 
state is funding approximately one-fourth ofWCMIS developmental costs, 
estimated at $2.3 million by the end of the current year. 

In the 1976-77 Analysis we noted that despite the state's significant 
investment in WCMIS , no phase of the system was operational. However, 
it was anticipated that an automated centralized recipient index would be 
operational by spring of 1976. In fact, the index which would allow county 
welfare offices to access a recipient data base via remote terminals, is now 

J 
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scheduled to be operational countywide the spring of 1977. Los Angeles 
County began development of the WCMIS system in 1971. 

Although substantial savings to offset the developmental cost Of WCMIS 
have been projected by Los Angeles County, the increase in the state's 
investment in the face of continued project delay supported our conten­
tion that the department needed to improve its review and monitoring of 
such county efforts. As a result of our concern about this particular project, 
we have met with the county's welfare and data processing management 
to assess actual WCMIS progress. Based on this review, which included a 
demonstration of the centralized recipient index and data base, we be­
lieve the county is trying to achieve county-wide implementation of this 
phase of WCMIS in accordance with the revised schedule. If this is accom­
plished, significant reductions in personnel associated with manual 
records handling should occur. However, if county-wide implementation 
does not occur as scheduled, the justification for continued state support 
of this costly effort needs to be examined, as discussed below. 

Los Angeles County DB.tB Processing 

We recommend that the Legislature withhold approval for state fund­
ing of the Los Angeles County Welfare Case Management Information 
System for the 1977-78 fiscal year pending review of the department's 
in-depth evaluation of this project. 

Because of its increasing concern regarding WCMIS costs and progress, 
the department has formed, a study team to perform an on-site project 
evaluation. The team, managed by the Chief of the Program Support 
Branch and supervised on-site in Los Angeles by the Assistant Chief of the 
County EDP Systems Bureau, is composed of seven persons who will 
examine the project from fiscal, program and technical perspectives. We 
have reviewed the study plan: and believe that if it is completed as 
proposed, the state will for the first time have an appropriate understand­
ing of the project, including (a) its present and probable cost, (b) its 
relevance in terms of program benefits, (c) its likelihood of achieving 
projected savings, and (d) the validity of the billing mechanism with 
respect to welfare data processing costs shared by the state .. 

The study team reportis anticipated by February 15, 1977. However, we 
would support an extension of this deadline if additional time is required. 
We believe that withholding approval of state support for 1977-78 is war­
ranted pending legislative review of the department's WCMIS report. 
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STATE SUPPLEMENTAL PROGRAM FOR AGED. BLIND. 
, DISABLED 

Item 262 from the General 
Fund Budget p. 682 

Requested 1977-78 .......................................................................... $824,341,300 
Estimated 197~77............................................................................ 742,278,300 
Actual 1975-76 .................................................................................. 641,739,955 

Requested increase $82,063,000 (11.0 percent) 
Total recommended reduction .................................................... Pending 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. May Caseload Estimates. Withhold recommendation pend­
ing receipt and review of the May 1977 subvention esti­
mates. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

629 

On January 1, 1974, the federal Social Security Administration assumed 
responsibility for direct administration of cash grant welfare assistance for 
California's aged, blind and disabled recipients. Prior to that time, Califor­
nia's 58 county welfare departments provided cash assistance to these 
recipients. 

Under provisions of state and federal law, California supplements the 
basic federal Supplemental Security Income (SSI) payment with an addi­
tional State Supplementary Program (SSP) payment. Each year state sup­
plemental payments are increased to provide recipients a cost-of-living 
adjustment pursuant to the Welfare and Institutions Code. 

ANALYSIS AND RECOMMENDATIONS 

We withhold recommendation on the appropriate amount for Item 262 
pending receipt and review of the May 1977 subvention estimates. ' 

The budget proposes an appropriation of $824,341,300 for the state share 
of the cost of aid payments to aged, blind and disabled recipients for the 
1977-78 fiscal year. This is $82,063,000, or 11.0 percent, more than the 
amount estimated for the current year. However, the requested amount 
will be adjusted when the Department of Finance submits the Revenue 
and Expenditure Budget Revision to the Legislature in May 1977. We will 
review the revised estimates and make our recommendations at that time. 

Benefit Entitlements 

Payment standards for the SSP program are estimated to increase on 
July 1, 1977, from $276 a month to $296 a month in 1977-78 for aged and 
disabled recipients. Blind recipients' entitlements are estimated to in­
crease from $313 to $334. The increases will be based on the change in 
cost-of-living from December 1975, to December 1976. 

Benefit entitlements can be increased or decreased according to living 
arrangement. For example, if a recipient lives in another family's house, 
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the grant is reduced by· approximately $69 a month. If a ~ecipient lives 
alone but has no cooking facilities, he receives an additional $33 a month 
for meal allowances. A couple receives approximately $35 less a month 
than two individual recipients living alone. 

Estimating Problems 

Tile appropriation for the State Supplemental Program (SSP) is based 
on case load and cost data supplied to the state by the federal government. 
Since the inception of this program in 1974 the Department of Benefit 
Payments has had a continuing problem obtaining detailed and reliable 
data fgr estimating purposes and program monitoring. Data currently 
being received is particularly questionable due to a number of factors. The 
Department of Finance believes the data used to prepare the estimate of 
$824,341,300 in September 1976, is more reliable than that used for the 
December estimate of $785,802,200. Thus, the Governor's Budget proposes 
the earlier of the two estimates which is $38.5 million more than the one 
prepared later. 

It is possible that the data used for the May 1977, estimates will be no 
better than that used for the December 1976, estimate. If the Legislature 
does not appropriate enough money for the SSP program, the language 
of Item 262 makes it possible for the Department of Finance to add funds 
without the need for a deficiency appropriation. If the May estimate 
verifies the December rather than the September estimate, this item is 
over budgeted by $38.5 million. 

Cost Trends: SSP Program 

The major reason for the $82.0 million increase in the cost of the SSP 
pregramis the increase in benefit levels mandated by Chapter 348, Stat­
utes of 1976 (AB 2601). Chapter 348 provided that the state would pass 
through to recipients the annual cost-of-living increase given on the fed­
eral SSI portion of the grant, and would also increase grants by $3 a month. 
These benefit increases will cost approximately $107 million in 1977-78. 
However, because of certain offset savings for the state, total state costs 
increase only by $82 million. Caseload growth is not a major cause of the 
budgeted increase. The caseload is estimated at 772,700 for 1977-78, only 
four-tenths of one percent higher than the 197~77 caseload. 
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Department of Benefit Payments. 

SPECIAL ADULT PROG.RAMS I 

Item 263 from the General 
Fund Budget p. 682 

Requested 1977-78 ......................................................................... . 
Estimated 1976-77 .......................... r •••••.•..•...••.••••••••••• •••••••••••••.••••••• 

Actual 1975-76 ................................................................................. . 
Requested decrease $507,000 (8.3 percent) 

Total recommended reduction ................................................... . 

1977-78 FUNDING BY ITEM AND SOURCE 
Item 
263 (a) 
263 (b) 
263 (c) 
263 (d) 

Description 
Special Circumstances 
Special Benefits 
Aid to Potential Self·Supporting Blind 
Emergency Payments 

Fund 
General 
General 
General 
General 

$5,609,300 
6,116,300 
2,460,024 

$2,000,000 

Amount 
$3,148,400 

70,400 
609,400 

1,7S1,100 

$5,609,300 
., j ~ 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. May Olseload Estimates. Withhold reeommendatiQnpend- 031 
ing receipt and review of May 1977 subvention estimates. 

2. Special Circumstances. Reduce by $2,(}(){},()()(). Recommend i32 
deletion pending release and review of new regulations. 

3. Emergency Payments (Uncollectable Loans). Recommend 032 
report to Legislature by April 1, 1977 as to reasons for high 
percentage of uncollectable emergency loans. 

GENERAL PROGRAM STATEMENT 

Chapter 1216, Statliltes of 1973, (AB 134) established a program to pro­
vide for the emergency and special needs of adult recipients. The pro­
gram's special allowances, paid entirely from the state General Fl.ln<!i,are 
administered by the county welfare departments, rather than the fecderal 
Social Security Administration. 

ANALYSIS AND RECOMMEND,ATIONS. 

We withhold final recommendation on the appropriate amount fOT Item 
263 pending receipt and review of the May 1976 subvention estimates. 

The budget proposes an appropriation of $5,609,300 for special adult 
programs which is $507,000, or 8.2 percent, less than estimat-ed current 
year expenditures. In May 1977, the Department of Benefit Paymelllts will 
finalize updated estimates based on the. most recent easeload and cost 
information. The estimates will Be included iR the Revenu€!aFLd Expemd.i­
ture Budget Revisiolll submitted to the Legislature by the DepartmeB't Qf 
Finance in May 1977. We will review those estimates aFld make recom­
mendatioBs at that time. 
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SPECIAL ADULT PROGRAMS-Continued 

Special Circumstances (Item 2638) 

. We recommend a $2,000,000 deletion in funds for the special circum­
stance program pending the release and review of new regulations. 

The Special Circumstances program is intended to provide adult recipi­
ents with special assistance in times of emergency. Payments can be made 
for replacement of furniture, equipment or clothing which is damaged or 
destroyed by a catastrophe. Payments are also made for moving expenses, 
housing repairs and emergency rent. , 

Currently, recipients must spend all of their liquid assets before they 
can apply for emergency assistance. Pending regulations would allow 
them to maintain $300 in liquid assets and still qualify for this special 
program. Under present regulations, about 365 adult recipients a month 
have an emergency which qualifies them for assistance under this pro­
gram. It is estimated that an additional 115 cases a month will qualify if 
the pending regulations are issued. This item contains $3,148,400, of which 
$2,000,000 is reserved to implement the new ~egulations which will be 
issued when the Synder vs. Obledo case is settled out of court. 

Elsewhere in the Analysis we expressed our concern that regulations 
can be issued which add costs to welfare programs without legislative 
review, and we recommend that a procedure be established for legislative 
review. In this case, the budget contains $2,000,000 for new regulations 
which have not been issued relating to a court case which has not been 
adjudicated. The department is in the process of negotiating an out-of­
court settlement with welfare rights attorneys which will determine the 
final provisions of the special circumstance regulations. We do not recom­
mend that the Legislature fund a program liberalization which has not 
been detailed or justified by the department. 

Special Benefits (Item 263b) 

The special benefit program in 1977-78 is for blind recipients who have 
guide dogs. This program provides a special monthly allowance of $18 to 
cover the cost of the dog's food. The $70,400 estimate assumes 317 blind 
recipients a month will be eligible for this allowance. 

Aid to Potential Self·Supporting Blind (Item 263c) 

The Aid to Potential Self-Supporting Blind (APSB) program allows 
blind recipienfs to retain more earned income than -the oasic program for 
blind recipients as an incentive to become economically self-supporting. 

This small, stable program averages 170 recipients a month. The Gover­
nor's Budget requests $609,400 for 1977-78, an increase of $30,800, or 5.3 
percent, for the APSB program. 

Emergency Payments (Uncollectable Loans) (Item 263d) 

We recommend the department report to the Legislature by April 1, 
1977 as to why a high percentage of county emergency loans are not repaid 
by SSI/SSP recipients. 

Chapter 1216, Statutes of 1973, (AB 134) mandated that counties pro­
vide emergency loans to aged, blind or disabled recipients whose regular 
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monthly check from the federal Social Security Administration has been 
lost, stolen or delayed. In the event a county cannot obtain repayment of 
the emergency loan, the state must reimburse the county for the loss. 

Current regulations require the counties to make extensive efforts to 
collect the amounts owed before they submit claims to the state for the 
uncollected amounts. Currently, counties are issuing about 2,500 to 3,000 
loans a month at an average of approximately $125 per loan. Approximate­
ly one-third of these loans are uncollectable and become the fiscal obliga­
tion of the state. The Governor's Budget requests $1,781,100 for the 
1977-78 fiscal year, an increase of $378,800, or 27 percent, for this program. 

The amount proposed for the budget year is substantially above the 
estimated expenditure for the current year. The fact that one-third of the 
loans are uncollectable appears excessive. Therefore, we are recommend­

. ing the department report to the fiscal committees by April 1, 1977, as to 
the reasons for the uncollectable loans and what administrative proce­
dures are being" followed in order to collect the unpaid loans. 

Department of Benefit Payments 

WORK INCENTIVE PROGRAM-CHILD CARE 

Item 264 from the General 
Fund Budget p. 688 

Requested 1977-78 ......................................................................... . 
Estimated 1976-77 ........................................................................... . 
Actual 1975-76 ............................................................... ~ ................. . 

Requested increase $15,6lO (5.0 percent) 
Total recommended reduction .................................................. .. 

$327,803 
312,193 
304,000 

None 

AI1ilfvsis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Child Care Report. Recommend the Department of Benefit' 634 
Payments submit an annual report which includes data on 
child care services funded through the AFDC and WIN 
programs. 

GENERAL PROGRAM STATEMENT 

The responsibility for providing nonemployment related social services 
-to welfare recipients in the. Work Incentive program (WIN), including 
management of child care funds, was transferred to the Department of 
Benefit Payments from the Employment Development Department in 
February 1976. 

A~ALYSIS AND RECOMMENDATIONS 

The Governor's Budget requests $327,803, which is to be matched wi,th 
$4,370,707 in federal funds and $157,831 in county funds for a total of 
$4,856,341 to cover the child care costs of welfare recipients enrolled in the 
WIN job training program. The estimated total expenditure for WIN relat-
ed child care costs in the 1976-77 fiscal year is $3,121,930. . 
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WORK INCENTIVE PROGRAM-CHILD CARE-Continued 

Under existing federal and state law it is possible to reimburse a WIN 
enrollee's child care expenses with AFDC funds, WIN funds, or social 
service funds. Department policy is to encourage county welfare depart­
ments to charge the WIN program for child care services whenever possi­
ble. This policy works to the advantage of the state and counties because 
the federal government. pays a larger share of WIN cqsts than it does 
AFDC or social service costs. 

Presently, the WIN program does not pay for the child care-costs of all 
WIN enrollees. It is the department's goal to shift as much child care cost 
to the WIN program from the AFDC and Social Service programs as is 
allowed under federal law . The General Fund request of $327,803 provides 
sufficient funding for the department to achieve its goal. 

Approximately 5,100 children receive child care funded through the 
WIN program. Program guidelines allow children to be taken care of in 
their own homes, in small family day care homes, or in larger group day 
care homes" by someone employed by the parent. Children may also be 
placed in more expensive, professionally operated day care centers. Table 
1 shows the approximate distribution of the 5,100 children by type of day 
care provided the child. During fiscal year 1975-76 the average cost was 
$49 a month for each child in WIN day care. 

7)pe of Da)' Care 

Table 1 
Kind and Frequency of Day Care 

Provided by WIN Program 
1975-76 

In Child's own home ..................................................................................................... . 

Number of 
Children 

2,151 
1,467 

188 
1,294 

~~~~~ :a~ ~a~: ~;:: ::::::~:~::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Day care center ............................................................................................................... . 

Totals .. c .......................................................................................................................... . 5,100 

Child Care Report . . 

Percent of 
Total 

42% 
29 
4 

25 

100% 

We recommend that by November 1 of each fiscal year the Department 
of Benefit Payments submit to the Joint Legislative Budget Committee a 
statistical report of child care provided through AFDC and WIN social 
services programs in the welfare system; The report should describe:' (a) 
Characteristics of children and families served (e.g., distributions by in­
come levels, children s ages, marital status of parents, and family size) ; (b) 
types of child care used (e.g., in-home care, family day care, day care 
center); (c) child care costs (e.g., average overall hourly and monthly 
costs, costs by type of care); and (d) total annual expeflditures under each 
program. 

It is estimated that subsidized child care is provided annually to 
hetween 60,000 and 80,000 children in California directly as an Aid to 
Families with DependeQ,t Children (AFDC) work-related welfare ex­
pense, and to approximately 5,100 children under the Work Incentive 
(WIN) program. Both types of child. care are administered by County 



Item 265 . HEALTH AND WELFARE / 635 

Welfare Departments and funded at the state level through the Depart­
ment of Benefit Payments (DBP). 

DBP currently is not required to report information about any of these 
types of child care on a systematic basis. However, such information is 
essential in order that accurate estimates can be made, of the (a) total 
number of children being served in subsidized child care in the state, (b) 
total expenditures for subsidized child care, and (c) differences in the 
types and costs of care being provided through various delivery systems. 

Child care is also provided to approximately 70,000 children through the 
Department of Education, and an annual statistical report is required for 
that child care. Our recommendation would require annual reporting of 
similar types of data by DBP. We believe the two agencies should coordi­
nate their reporting efforts to ensure comparable information. We have 
discussed agency coordination under I tern 292 .. 

Department of Benefit Payments 

ADMINISTRATION OF COUNTY WELFARE DEPARTMENTS 

Item 265 from the General 
Fund Budget p. 684 

Requested 1977-78 ......................................................................... . 
Estimated 197~77 ........................................................................... . 
Actual 1975-76 ................................................................................. . 

Requested increase $1,352,800 (2.0 percent) 
Total recommended reduction ................................................... . 

1977-78 FUNDING BY ITEM AND SOURCE 
Item 

265 (a) 
265 (b) 

265 (c) 
265 (d) 

Description 

AFDC Administration 
Special Adult Programs Administra· 
tion 
Food Stamp Administration 
Emergency Payments Administration 

Fund 

General 
General 

General 
General 

$70,124,800 
68,772,000 
67,094,685 

Pending 

Amount 

$55,402,300 
490,800 

13,617,400 
614,300 

$70,124,800 

AnalysiS 
SUMMARY OF MAJOR ISSUES AND RECOMMENDAtiONS page 

1. May Caseload Estimates. Withhold recommendation 636 
pending receipt and review of May 1977 subvention esti­
mates. 

2. State Participation in Cost-of-Living Increases. Recom- 638 
mend system for state participation in county salary and 
benefit increases with incentives to counties which have 
successful administrative cost control programs. 
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ADMINISTRATION OF COUNTY WELFARE DEPARTMENT~Continued 

GENERAL PROGRAM STATEMENT 

This item contains the General Fund appropriation for the state's share 
of costs incurred by· counties in making eligibility determinations and 
benefit payments in the AFDC and Food Stamp programs. It also contains 
the funds for the administration of the special benefit and emergency 
payments programs for aged, blind and disabled recipients and funds for 
the district attorneys' offices serving the AFDC child support collections 
program. 

ANALYSIS AND RECOMMENDATIONS 

We withhold recommendation on the appropriate amount for Item 265 
pending receipt and review of the May 1977 subvention estimates. 

The budget proposes an appropriation of $70,124,800 as the state share 
of various administrative costs of county welfare departments, which is an 
increase of $1,352,800, or 2;0 percent, over the amount estimated to be 
expended during the current fiscal year .. 

In May 1977, the Department of Benefit Payments will update county 
administrative cost estimates for the 1977-78 fiscal year based od the most 
recent administrative expenditure claims and workload data. Upon com­
pletion of these updated estimates, the Department of Finance will submit 
a budget letter changing the amount of the request. We will work closely. 
with the department to review data and estimating methods. If this item 
is again to be a closed-ended appropriation used in conjunction with a cost 
control plan, it is important that it be carefully budgeted and that the data 
and assumptions used to develop the appropriation be available for de­
tailed review. 

The Governor's Budgetprojects (as shown in Table 1) that total county 
welfare department operating costs for the AFDC, Food Stamp and Adult 
programs will be $342,179,900 in the 1977-78 fiscal year, an increase of 
$11,996,600, or 3.6 percent over the amount estimated to be expended 
during the current fiscal year. This total expenditure estimate assumes 
that AFDC and Food Stamp workloads will decline. slightly thereby, under 

Table 1 

Total County Welfare Department Administrative Costs 
'for the AFDC. Food Stamp and Adult Eligibility 

Determination Casewtlrk and Child SUPPtlrt 
Collection Activities' 

1. AFDC Administration 
(a) AFDC eligibility casework ............................... : ........................ .. 
(b) Child support collections (District Attorneys' offices) ...... .. 

2. Food stamp administration ........................................ ~ ........... :: ............ . 
3. Adult programs administration 

(a) Special adult programs ................................................................ .. 
(b) Emergency payments ....................................................... , ........ .. 

1976-77 

$208,934,000 . 
50,626,300 
69,001,100 

1,022,200 
579,600 

$330,183,300 

1977-78 

$206,177,140 
53,581,960 
70,634,900 

532,000 
614,300 

$342,179,900 
• Excludes costs of eligibility determinations for Medi-Cal cards, and county general assistance programs. 

Also excludes cost of all social services provided by counties. 
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provisions of the cost-control plan, reducing the number of required 
county staff and operating costs. The net increase results from the inclu­
sion in the budget of a six percent cost-of-living adjustment. Because the 
federal government will now provide assistance to aged, blind or disabled 
persons who own a house valued at more than .$25,000, there is no longer 
a need for a special state funded, and county administered Excess Value 
of Home program. The termination of this county administered program 
will reduce General Fund administrative costs by approximately $469,000 
in 1977-78. 

COUNTY ADMINISTRATIVE COST CONTROL 

The Legislature required the department to formulate and implement 
a plan to control the growth of county welfare department administrative 
costs in fiscal year 1975-76. The department responded to the legislative 
mandate in a positive manner. Within four months after the start of the 
fiscal year the department created a small but effective cost control unit, 
produced a management information system and worked with counties 
and other outside groups to formulate an approach to administrative cost 
control. 

There are three basic principles in the administrative cost control plan 
adopted by the department. First, there are to be no reductions in the 
number of cases carried by individual eligibility workers and each county 
is frozen at a base year level of worker productivity. Departmental ap­
proval is required to change productivity standards. Secondly, certain low 
productivity counties are expected to increase the number of cases han­
dled per worker. By 1977-78 low productivity counties are·to be in the 
average range in the AFDC program. Thirdly, counties which have high 
costs for clerical services, data processing, rent, administrative service and 
other support items are to improve 5 percent each year until the problem 
is corrected. A county which spends more on support costs than it does on 
the salaries and benefits of its eligibility workers and first line supervisors 
is defined as a problem county in terms of support costs. 

We will issue a report on the first year's operation of the cost control 
effort indicating that in 1975-76, the upward trend of county administra­
tive costs was significantly slowed. If prior year growth trends in adminis­
trative costs had continued unabated, we estimate AFDC administrative 
expenditures would have been approximately 9.5 percent higher than 
actually experienced, and food stamp costs would have been approximate­
ly 19.4 percent higher. If the administrative cost control effort had not 
been effective, we could not have expected to see the modest increases 
now being projected for 1977-78 county administrative costs. 

An important finding regarding the administrative cost control plan was 
that several large counties did not appear to place much emphasis on the 
program. If these counties continue in the current year to be out of con­
formity with the provisions of the administrative <:!ost control plan, it may 
be necessary for the Legislature to consider strIcter penalties for poor 
performance. 



638 / HEALTH AND WELFARE Item 265 

ADMINISTRATION OFCOUNTY WELfARE DEPARTMENTS-Continued 

COST-Of-LIVING ADJUSTMENTS 

We recommend that state participation in salary and benefit increases 
for counties which fail to meet the productivity requirements of the cost 
control plan be limited to the percentage increase given state employees, 
6 percent or the percentage change in the Consumer Price Index, which­
ever is the lowest. 

For counties which meet the plan s productivity requirements, we rec­
ommend state participation in salary increases of up to the 6 percent 
budgeted, or up to the percentage increase given state employees, which­
ever is greater, and we recommend full participation in benefit increases 
within sharing ratio limits. 

The. budget proposes that any county welfare department which in­
creases its salaries and benefits by more than 6 percent does so without 
state fiscal participation, i.e., the state would participate in salary and 
benefit increases and other operating cost increases up to a maximum of 
6 percent. 

We recommend a dual system for cost-of-living increases because there 
should be greater incentives for counties to implement successful cost 
control efforts. For counties which do not reach their cost control plan 
requirements, we recommend an increase to compensate them for the 
percentage increase given to state employees, or 6 percent, or the per­
ceritage change in the Consumer Price Index, whichever is the lowest. 
Between June 1977 and June 1978, the Consumer Price Index is anticipat­
ed to increase by 5 percent. The state employee percent is not determined 
yet. This percentage increase would apply to salaries, benefits and other 
operating expenses. 

For counties which have successful cost control efforts, we, recommend 
the state participate in salary increases up to 6 percent or up to the 
percentage salary increase given state employees, whichever is greater. In 
the current year the state gave its own employees a salary and benefit 
increase of B.3 percent, composed of the $70 flat salary increase, special 
adjustments to selected classes and benefit improvements. However, state 
fiscal participation in county salary and benefit increases was limited to a 
maximum of 6 percent. 

We recommend full state participation in county employee benefit in­
creases in those counties with successful cost control programs for two 
reasons. First, some counties negotiated benefit packages with automatic 
annual increases before the cost-control plan became effective. It does not 
appear appropriate to refuse to pay the state share of employee benefit 
increases negotiated before the cost control plan was in force. Secondly, 
Los Angeles County, for example, did an excellent job of controlling ad­
ministrative costs in 1975-76 and in fact substantially contributed to the 
overall state improvement. A limitation on state participation in benefit 
increases would be detrimental to Los Angeles County. It would appear 
to be inequitable to penalize a county in light of the improvements it has 
made. 
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Department of Benefit Payments 

LEGISLATIVE MANDATES 

Item 266 from the General 
Fund Budget p. 685 

Requested 1917-78 ........................................................................ .. 
Estimated 1976-77 ........................................................................... . 
Actual 1975-76 .................................................... : ........................... .. 

Requested increase $8,020,900 (87.2 percent) 
Total recommended ...................................................................... .. 

1977-78 FUNDING BY ITEM AND SOURCE 
item Description' 

Reimbursement of Local Costs for Man· 
dated Expenditures 

266 (a) Unemployment Insurance 
266 (b) Aid to Families with Dependent Chil­

dren 

Fund 

General 
General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$17,222,100 
9,201,200 

233,893 

Pending 

Amount 

.$900,000 
16,322,100 

$17,222,100 

Analysis 
page 

1. May Caseload Estimates. Withhold recommendation pend­
ing receipt and review of May 1977 subvention estimates. 

639 

,ANALYSIS AND RECOMMENDATIONS 

We withhold recommendation on the appropriate amount for Item 266 
pending receipt and review of the May 1977 subvention estimates. 

Various jurisdictions of local government including school districts, spe­
cial districts and municipalities reimburse the Unemployment Insurance 
Fund for the actual cost of unemployment insurance benefits received by 
their former employees. Because of liberalized benefit entitlements, 
unemployment insurance cost to local government has been increasing. 
However, because the state mandated the benefit increases, it must pay 
the increased local cost pursuant to provisions in the Revenue and Taxa­
tion Code. For 1977-78, the Governor's Budget requests $900,000 for such 
unemployment insurance reimbursements. Part of the request, $370,578, 
is intended to cover unpaid reimbursement obligations for 1975-76 and 
1976-77 resulting from previous insufficient appropriations. The balance, 
$529,422, is the estimated amount necessary to cover 1977-78 unemploy­
ment insurance reimbursement obligations. 

The Legislature increased the AFDC welfare payments standard by 6 
percent effective January 1, 1977. Normally counties pay a portion of 
AFDC grant costs. However, in this case, the state has an obligation to 
reimburse counties for the increased local share of the 6 percent grant 
increase. 

The budget requests $16,322,100 for the 1977-78 fiscal year to reimburse 

23-75173 ' 
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LEGISLATIVE MANDATE~Continued 

counties for their portion of the cost of the January 1, 1977, AFDC grant 
increase. 

The proposed $16,322,100 increase is based on the department's Decem­
ber 1976 estimates. The requested amount will be changed when the 
Department of Finance submits the Revenue and Expenditure Budget 
Revision to the Legislature in May 1977 and we wBl review these esti­
mates. 

Health and Welfare Agency 

DEPARTMENT OF CORRECTIONS 

Items 267-273 from the Gen­
eral Fund Budget p. 692 

Requested 1977-78 .......................................................................... $235,403,026 
Estimated 1976-77 ............................................................................ 222,610,103 
Actual 1975-76 ............................................... ,.................................. 199,218,713 

. Requested increase $12,792,923 (5.7 percent) 
Total recommended reduction .................................................... $3,971,509 

1917-78 FUNDING BY ITEM AND SOURCE 
Item 
201 
268 
269 
270 
271 
272 
273 

Description 
Departmental Operations 
Community Release Board 
Workers' Compensation-Inmates 
Transportation of Prisoners 
Returning Fugitives from Justice 
Court Costs and County Charges 
Local Detention of Parolees 

Fund 
General 
General 
General 
General 
General, 
General 
General 

Amount 
$229,148,189 
. 3,447,303 

22,600 
220,000 
770,000 

1,178,934 
616,000 

$235,403,026 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. New Positions for Security Housing Units. Reduce Item 
267 by $591,409. Recommend deletion of 36 new positions 
requested for security housing units. 

2. Regular Visiting Program. Reduce Item 267 by $13,588. 
Recommend deletion of one correctional officer position 
requested for Folsom State Prison. 

3. Parole Attrition Program. Reduce Item 267 by $1,-
115,390. Recommend deletion of 84 temporary help (pro­
fessional) and 12 temporary help. (clerical) positions for 
parole services. 

4. Community Correctional Program Redirection. Reduce 
Item 267 by $2,751,122; Recommend deletion of the en-
tire program. 

5. Inmate Trials. Increase Item 272 by $500,000. Recom-

Analysis 
page 

644 

645 

649 

650 

651 
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mend augmentation to. reflect needs of this expenditure 
category . 

. GENERAL PROGRAM STATEMENT 

The Department of Corrections, established in 1944 under the provi­
sions of Chapter.1, Title 7 (commencing with Section 5(00) of the Penal 
Code, operates a system of correctional institutions for adult felons and 
nonfelon narcotic addicts. It also provides supervision and .treatment of 
parolees released to the community to finish their presribed terms, and 
advises and assists other governmental agencies and citizens' groups in 
programs of crime prevention, criminal justice and rehabilitation. 

ANALYSIS AND RECOMMENDATIONS 

To carry out its activities, the department operates 12 major institutions, 
19 camps, two community correctional centers and 60 parole units. The 
department estimates these facilities and services will provide for an aver­
age daily population of 21,585 in institutions and 15,090 on parole (includ­
ing felons and. nonfelon drug addicts). 

Impact of Determinate Sentencing Act of 1976, Chapter 1139, Statutes of 1976 (Sa 42) 

The projected institution and parole average daily populations reflect 
the department's evaluation of the impact of Chapter 1139, Statutes of 
··1916 (SB 42), known as the Determinate Sentencing Law. This act, effec­
tive July 1, 1977, abolishes the existing indeterminate sentencing law un-
der which the term of penal incarceration and parole supervision may he 
fix~d and subsequently reset by the Adult Authority for adult male felons 
and by the Women's Board of Terms and Paroles for adult female felons. 
These entities will be replaced by a single agency, the Community Release 
Board, ~pon the operative date of the act 

The Determi.nate Sentencing Law (SB 42) establishes three separate 
sentencing choices (for example, two, three or four years or four, five or 
six years) for most offenses and death or life imprisonmept with or without 
the possibility of parole as specified for other offenses. The law provides 
that the sentences shall be set by the trial courts and directs that the 
middle sentence shall be given unless specified aggravating or mitigating 
circumstances are set forth prior to or at the time of sentencing and found 
true by the court as a basis for setting the lesser or greater term prescribed . 
for the offense. The primary sentence may be increased for prior convic­
tions or other circumstances as specified in the law. Trial courts will not 
be required to sentence all felons to prison under this legislation and will 
retain the right to dispose of cases by imposing a fine, a county jail term, 
probation or by suspending the imposition or execution of the sentence 
as provided by law. . 

SB42 also provides for a reduction of up to one-third of the sentence 
imposed, conditioned upon the good behavior and program participation 
ofthe inmate. Three-fourths of the possible sentence reduction relates to 
good time served and one-fourth to program participation. The term of 
parole after the new sentencing law becomes effective will be limited to 
one year for determinate sentences and to three years for those life~term 
cases in which parole is permitted. While the new act will· result in a 
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DEPARTMENT OF CORRECTIONS-Continued 

Items 26T-273 

substantial reduction in parole population, its impact on the institutional 
and parole programs has not been assessed fully and to some extent may 
be determinable only after experience is gained under it. The presently 
anticipated budgetary implications of the measure are discussed more 
fully in subsequent program sections of this analysis. 

The proposed budget for this department generally provides for con­
tinuation of· previously authorized institution programs with some re­
quested program enrichment as discussed later. The department will 
propose changes in parole programming during hearings on the 1977-78 
Governor's Budget. It also has initiated a review of the institutional pro­
grams to assess the potential impact of the act for inclusion in the 1978-79 
Governor's Budget. Because of the workload involved and the fact thatSB 
42 was enacted late in the 1976 Legislative Session, it was not possible to 
complete those program reviews for inclusion in -the budget document. 

The total operations of this department, the Community Release and 
the Narcotic Addict Evaluation boards and special items of expense from 
all funding sources (General Fund, special and federal funds and reim­
bursements) are summarized in Table 1. 

Table 1 
Budget. Summary 

. FUllding 
General Fund ............................................... . 
Correctional Industries Revolving Fund 
Inmate Welfare Fund ................................. . 
Federal funds ............................................... . 
Reimbursements .................................... ,. ..... . 

Total ........................................................... . 
Program 

I. Reception and Diagnosis ................. . 
Personnel-years: .................................. . 

.' II. Institution ............................................. . 
Personnel-years ................................... . 

III. Releasing Authorities ......................... . 
Personnel-years ..... :: ............................ . 

IV. Community Correctional ................ .. 
Personnel-years .................................. .. 

V. Administration (Undistributed) .... .. 
Personnel-years .................................. .. 

VI. Special Items of Expense ................ .. 
VII. Community Correctional Program 

Redirection .................................. .. 
Totals ................................................. . 

Personnel-years ., ......................... . 

Estimated 
1976-77 

$222,610,103 
16,573,213 
5,763,563 

42,063 
2,013,425 

$247,002,367 

$2,658,612 
126.7 

$203,979,520 
6,788.4 

$2,947,865 
78.2 

$25,546,948 
878.3 

$8,605,488 
253.4 

$3,263,934 

$247,002,367 
8,125.0 

Proposed 
1977-78 

$235,403,026 
17,045,086 
5,964,243 

42,063 
1,813,425 

$260,267,843 

$2,708,660 
125.1 

$213,374,138 
6,835 

$3,592,130 
77.3 

$24,741,353 
785.8 

$10,315,506 
302.1 

$2,784,934 

$2,751,122 

$260,267,843 
8,125.3 

Change from 
. . Jl'!rreI!t XepT.. __ _ 

Amount Percent 
$12,792,923 5:7% 

471,873 2.8 
200,680 3.5 

-200,000 -9.9 

$13,265,476 5.4% 

$50,048 1.9 
-1.6 -1.3 

$9,394,618 4.6 
46.6 0.7 

$644,265 21.9 
-.9 -1.2 

$-805,595 -3.2 
-92.5 -10.5 

$1,710,G18 19.9 
48.7 19.2 

$-479,000 -14.7 

$2,751,122 

$13,265,476 5.4%' 
.3 

. Although departmental expenditures from all funding sourceslistedin 
Table 1 are projected to increase by $13,265,476 (or 5.4 percent over the 
current year), the proposed General Fund portion will increase by $12,-
792,923 or 5_7 percent. This increase in General Fund expenditures is 
related to various budget adjustments which .will be discussed in relation 



Items 267;...273 HEALTH AND WELFARE / 643 

to the analysis of each program. Table 1 also refle5!ts relatively minor 
increases in the expenditures of the Correctional Industries Revolving 
Fund and the Inmate Welfare Fund because of increased personnel costs 
and price increases. 

I. RECEPTION AND DIAGNOSIS PROGRAM 

Through four reception centers, the department processes four classes 
of persons: those committed to the department for diagnostic study prior 
to sentencing by the superior courts, those sentenced to a term of years, 
those returned because of parole violation and nonfelon addicts. . 

The department provides the courts, on'request, a comprehensive diag­
.nostic evaluation and recommended sentence for convicted felon offend­
ers awaiting sentencing. Little is known about newly committed felons or 
nonfelonaddicts and there is thus a need to evaluate the individual for 
suitable program determinations and proper institutional assignment.The 
new felon commitments are received at reception centers located adja­
cent to and operated as part of regular penal institutions for ~males at 
Vacaville and Chino, for females at Frontera, and for nonfelonaddicts at 
Corona. 

The proposed expenditure of $2,708,660 for this program is $50,048 or 1.9 
percent above estimated current-year expenditures. The increase repre­
sents merit salary adjustments and price increases to continue the existing 
program level. 

II. INSTITUTION PROGRAM 

This program includes the department's 12 institutions, which range 
from minimum to maximum secur:ity, including two medical-psychiatric 
institutions and a treatment center for narcotic addicts under civil com­
mitment. 

Major programs include 23 industrial manufacturing' operations and 
seven agricultural enterprises which seek to reduce idleness and teach 
good work habits and job skills, vocational training in various occupations, 
academic instruction ranging from literacy classes to college correspond­
ence courses, and group and individual counseling. The department will 
also operate 19 camps which will house an estimated 1,170 inmates during 
the budget year. These camp inmates perform various forest conservation, 
fire prevention and suppression functions in cooperation with the Division 
of Forestry. The institution program will provide for a projected average 
daily population of 21,585 inmates inthe budget year, an increase of 390 
inmates over the current year. 

Although the Governor's Budget generally proposes continuation of the 
existing program level (with some exceptions discussed herein) SB 42 may 
necessitate adjustments in some programs, such as academic education, 
vocational training, counseling services, etc. At least a part of irimate 
participation in such programs in the past has been at the urging of the 
term-setting and paroling agencies and the desire of the inmates to obtain 
.a favorable release date because of program participation. As previously 
nbted, under SB 42 the determinate sentences may be reduced up to 
one-third, by the department for good behavior and program participa­
tion. Denial of this early release time is subject to appeal and hearing 
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The act requires that a prison official and the inmate sign a document 
within 14 days of the commencement of the prison term outlining the 
conditions the inmate must meet to receive credit for good time and 
program participation. Such credit accumulates at the rate of four months 
for each eight months served in which the time-off credits are earned. Loss 
of credits in one eight-month segment has no impact on time-off credits 
earned in other periods. The four-month credits are earned on the basiS 
of three months for good behavior and one month for program participa­
tion. The inmate need not be successful in the prescribed program or 
assignment to earn time-off credits but must make a reasonable effort to 
participate. 

The conditions specified for earning time-off credits may be modified 
by: 

(1) Mutual consent of the prisoner and the Department of Corrections. 
(2) The transfer of the inmate from one institution to another. 
(3) The department's determination that the prisoner lacks adaptabili­

ty or success in a specified program or assignment. In this case, the 
inmate will be entitled to a hearing on the decision. 

The department proposes an expenditure of $213,374,138 in the budget 
year, which is an increase of $9,394,618 or 4.6 percent over estimated 
current-year expenditures of $203,979,520 for this program. The budget­
year and current-year expenditures substantially exceed the 1975-76 fiscal 
year expenditures of $184,802,567 primarily because of population, price 
and salary increases and program expansion. 

Increased Programming-Security Housing Units 

We recommend deletion of 36 new positions proposed to enrich pro­
grams in restricted housing units for a savings of $591,409 (Item 267) . 

. The restricted housing units, including security housing, protective cus­
tody and management control units, contain the system's most difficult 
management cases which must be segregated from the general population 
for safety or disciplinary reasons. The 36 requested positions include two 
vocational instructors, one recreation specialist, and one occupational 
therapist to be assigned (one each) to four of the five restricted housing 
units. The remaining 32 positions are correctional officers to be distributed 
to each of the five units to provide increased recreation for these inmates. 

Inmates are assigned to security housing units for disciplinary reasons 
because of their own volitional acts. The fact that they spend more time. 
locked in a cell than the general population should encourage behavior 
modification so they can return to the more desirable environment of 
regular housing and programs. 

Moreover, implementation of SB 42 provisions may result in a signifi­
cant reduction in security housing requirements because the possible loss 
of good time should act as a deterrent to unauthorized conduct. In recent 
years, additional c4stody positions have been authorized and recreation 
yards have been modified to provide more out-of-cell time and increase 
recreational activities for security housing units. In the 1972-73 and 1973-
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74 budgets, the department was authorized an additional 434.3 correction­
al officer positions to augment overall security based on comprehensive 
surveys made by the department to eliminate staffing deficiencies in the 
security element of the institution program. For these reasons, additional 
security coverage does notappear to be justified. Current restrictive hous­
ing unit staffing should be adequate to provide a reasonable amount of 
out-of-cell exercise. The services of the proposed new vocational instruc­
tors, recreational specialists and the occupational therapist for the limited 
number of eligible inmates in security housing units should .be provided 
by currently authorized staff to the institutions. 

It should also be noted that the request for these new positions is based 
on current operations which may be significantly changed during the 
budget year when SB 42 becomes operative, and ,some instructional time 
now devoted to the general population may become available because of 
a voluntary decline in education'program participation. 

Increased Staff for Inmate Visiting 

We recommend the deleHon of one correcHonal officer requested for 
inmate visiting activity at Folsom State Prison for a savings of $13,588 
(Item 267). 

The department is requesting 11 correctiorial officer positions to permit 
an increase in the number of hours and days available for inmate visiting 
with authorized visitors. The staff would be assigned to various institutions 
as required. Included is one position for Folsom State Prison which is not 
necessary because the scheduled closure of the prison ranch will provide 
a position for this purpose. 

The proposed expansion of visiting hours and days is based on work-load 
requirements reflecting increased numbers of persons visiting prisoners 
and a desire not to curtail unreasonably the length of visits during the 
normal working day, especially for those who have travelled substantial 
distances for this purpose. The visiting program appears to be beneficial 
in reducing inmate tensions and resulting "acting out" behavior and tends 
to maintain favorable family contacts. We recommend approval of the 
remaining 10 positions for expansion of the regular visiting programs. 

Other New Positions and Program Adjustments 

The department is requesting other new positions and program in­
creases for the institution program which we recommend for approval as 
follows: 

Program Detail Total Cost 
1. Provide payor compensatory time off at one and one­

half times normal rate for holidays worked as required 
by the State Personnel Board. ............................................. $842,553 

2. Replace deteriorated food service equipment not cov-
ered by the nOrmal equipment replacement allotment. 330,000 

3. Improve psychiatric treatment for the most acute 
psychotics at the California Medical Facility at Vac~­
ville. This request includes 18.2 nursing and medical 
technical assistant positions, allocated over a three-flooT 
treatment unit for three shifts on a seven-day week 
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basis, to provide out-of-celltreatmentand recreation 
programming for psychotic inmates now confined to 
their cells 20-23 hours per day. .......................................... 304,000 

4; Provide overtime pay t() staff who supervise meetings 
of approximately 74 inmate self-help groups such as 
Alcoholics Anonymous, Toastmasters, cultural groups, 
etc. The overtime pay will aid in recruitment of spon­
sors, reduce sponsor turnover and thus add stability to 
. the operation of these group meetings participated in 
by approximately 9,000 inmates. The funds will. be al-
located to 10 separate institutions ................................ ,.... 100,000 

5. Increase by 1,000 the number of inmate job assignments 
for which wages are paid. Adoption of this request 
would result in a total of7,241 pay positions out of a total 
of 8,732 institution inmate job assignments. This is a 
continuation of the legislatively approved trend in re­
cent years to increase the number of inmate pay posi­
tions. Inmate pay provides a modest income (pay 
ranges from 6 cents to 3:; cents per hour) to make can­
teen purchases and I or to provide some cash upon re-
lease to the community. ...................................................... 149,040 

6. Workers' Compensation benefits for inmates as re-
quired by Chapter 1347, Statutes of 1976 (SB 627) ....... 22,600 

7. Family Visiting program-provide one correctional of­
ficerat each of 10 institutions to handle existing work­
load plus program expansion authorized in the current 
year and proposed for the budget year. .......................... 131,640 

8. Corrections Decisions Information System-provide 
clerical positions to permit conversion of the manual 
records system to electronic data processing as dis­
cussed later in our analysis of the administration pro-
gram .................................................................................... ,...... 200,832 

9. Increased capacity-32.2 new positions (some part 
year) to permit opening of presently closed housing 
faciliti~s because of population increases at the Institu­
'tion for Women and the California Rehabilitation Cen­
ter (some of these positions are being added 
administratively in the current year). .............................. 3!:12,5M!:I 

10. Miscellaneous workload-ll positions for various insti­
tutions. Nine of these positions have been deleted as 
required by Section 20, Budget Act of 1976, because of 
extended vacancy due to. recruitment problems and 
other reasons. The positions were approved originally 
on a workload basis. The remaining'two positions are 
also for workload increases. ................................................ ·130,559 

Other than the new position costs, the increased expenditures for this 
. program are'related primarily to merit salary adjustments, price and oper-
ating expense increases.. . . 
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III. RELEASING AUTHORITIES 

Higher Costs for Community Release Board 

As noted earlier, SB 42 replaces the Adult Authority and the Women's 
Board of Terms and Paroles with a Community Release Board. The board 
will have' nine members, all appointed by the Governor with the advice 
and consent of the Senate. Its costs will exceed those of the boards it 
replaces for a number of reasons as discussed below. 

Under the existing indeterminate sentencing law, the parole boards 
review all felony cases committed to the custody of the Director of Correc­
tions to fix the term of imprisonment and parole within limits established 
by law. These term-setting boards have the authority to re-set the length 
of iIlcarceration and parole supervision at will as long as the total sentence 
does not exceed the legal maximum prescribed by law. 

SB 42 transfers the term-setting function to the trial courts with pre­
scribed sentences as discussed previously. The Community Release Board 
will review, within one year of commitment, the sentences of all persons 
committed to the department for the purpose of ascertaining whether 
specific sentences are out of line with sentences received by other inmates 
for similar offenses. The board will have the authority to return cases to 
the trial courts for resentencing when it determines sentences are dispa­
rate, and it will also set the term of incarceration for those persons still 
committed for life with the possibility of parole. The up to one-third 
reduction in sentence for good behavior and program participation will be 
a determination of the department subject to review by the Community 
Release Board on appeal of the inmate. Indigent inmates who are adverse­
ly affected by these decisions will be entitled to legal counsel under SB 42. 

Currently" the parole period of each inmate is fixed by the parole boards 
and· the parolee may be reincarcerated and rereleased to parole by the 
paroling authorities for cause, subject to appropriate hearings as required 
by law. The 12-month maximum parole period under SB 42 applies even 
if the parolee is refncarcerated in a state facility for parole violation; in 
such cases the parole period continues to run during the length of the 
reincarceration. The Community Release Board must hold parole revoca­
tion hearings prior to reincarceration for parole violation. Additionally, all 
inmates incarcerated prior to July 1, 1977 must have their sentences rede­
termined by the board as specified under SB 42 within 90 days of the 
operative date of the bill. Those inmates whose period of incarceration 
served prior to July 1, 1977, exceeds the t~rm which they would have 
received under SB 42 will be subject to immediate release. These sent­
ences and releases must be reviewed and set by the new board, and 
indigent inmates are entitled to legal representation in this process pursu­
ant to SB 42. 

For these reaso.ns and because of the undetermined but probably sub­
stantial workload involved in the transition from indeterminate to deter­
minate sentences and in recognition of some new workload, the 
Governor's Budget proposes funding this board at $3,592,130, which is 
approximately $600,000 above the level which would have been necessary 
for the two boards being replaced. The additional $600,000 will permit the 
board to contract for legal defense services for indigent inmates and is 
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based. on estimated workload requirements. Determination of specific 
workload requirenlents must await accumulation of experience operating 
under this new legislation. . 

Because of the uncertainty relating to workload and specific position 
requirements, the department proposes that, except for the nine board . 
members, staffing for this operation in the budget year be classified as 
"temporary help-staff services" to maximize flexibility to meet workload 
conditions during the transition to SB 42 and in establishing ongoing pro­
gram procedures. The proposed funding level and staffing pattern appear 
reasonable, subject to periodic review by the control agencies during the 
transition period and in developing permanent staffing patterns for this 
function. . 

Narcotic Addict Evaluation Authority 

This board, consisting of four part-time members, makes release deci­
sions on narcotic addicts who have committed crimes but who are com­
mitted as nonfelons (rather than as felons) for treatment of their drug 
problem. This board is not directly affected by SB 42, and the budget 
contemplates continuation of the currently approved program level. 
However, SB 42 could have an indirect impact on this board and the 
nonfelon narcotic addict program of the Department of Corrections if 
nonfelon addicts determine that acceptance of a shorter determined pris­
on sentence as a felon would be more advantageous than commitment to 
the nonfelon addict program which generally can entail aper~od of institu­
tional and community treatment for up to seven years. 

, IV. COMMUNITY CORRECTIONAL PROGRAM 

The community correctional program includes conventional and spe­
cialized parole supervision, operation of community correctional centers, 
outpatient psychiatric services, anti-narcotic testing and community re­
source development. The program goal is to provide community supervi­
sion, support and services to parolees to assist them in achieving successful 
parole adjustment. 

Overbudgeting of Parole Services 

Expenditures for this program will total $27,492,475 in the budge~year. 
This amount is composed oftwo parts: (1) $24,741,353 (General Fund and 
reimbursements) to fund regular parole services, and (2) $2,751,122 for a 
new community correction redirection program. Despite the 40 percent 
decrease in the number of parolees expected in the budget year, this total 
level of funding is essentially a continuation of the expenditure level 
approved by the Legislature for the current year. Table 2 shows that the 
original 1976-77 expenditure level was based on an average daily parole 
population of 14,755. The revised estimate for the current year shows a 
workload decrease of over 2,000 parolees, a 14 percent decline. The aver­
age daily population is expected to decline to 8,935 in 1977-78, a wor.kload 
decline of 5,820 parolees, or a 40 percent reduction from the budgeted 
level for the current year. 

The continuation of current yearfunding in the budget year, despite the 
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substantial decline in parole population, is attributable to a provision in SB 
42. which declared it was not the intent of that measure to diminish re-
sources allocated for parole services. . 

The department states that the reason for the decline in parole caseload· 
in the current year is the parole boards are already being influenced by 
the provisions of SB 42, even though that law does not become operative 
until July 1, 1977. 

Under SB 42, parole periods are significantly shorter than those applica­
ble under existing law, and this accounts for the further substantial decline 
incaseload in the budget year. 

Table 2 

Felon Parole Population 

Fiscal Fear 
197~77 (Budgeted) ................................................................................... . 
197~77 (Revised) ................................................ : ........... i.:: .............. : ........ . 
1977-78 (Proposed) ..................................................................................... . 

First of 
year 
15,295 
13,497 
12,015 

End of 
year 
14,275 
12,015 
6,040 

AI·erage 
Daily 

Population 
14,755 
12,675 
8,935 

Based on the previously approved workload standards, the budget for 
parole services in 1977-78 should be $23,625,963, a reduction of $3,886,512 
below the amount requested. The department proposes to utilize this 
approximately $3.8 million in two expenditure categories, i.e., $1,115,390 
fora staff attrition program to enrich parole services by delaying staff 
reductions to the greatest extent possible and permitting staff reductions 
to occur through normal attrition. The department advises it will present 
this program enrichment proposal to this office for review prior to legisla­
tive hearings on this budget item. The remaining $2,751,122 in potential 
budgetary savings (set forth as Program VII in the Governor's Budget) is 
proposed for a parole redirection program which is not defined in the 
Governor's Budget. 

Parole Staff Attrition Program 

We recommend the deletion of 84 temporary help (professional) and 
12 temporary help (clerical) positions for a reduction of $1,115,390. 

A total of 260.8 professional and clerical positions could be deleted from 
the parole program in the budget year based on the presently projected 
parole caseload, but the Governor's Budget proposes to retain the equip­
valentof96 of these positions in a temporary help "blanket" at a salary cost 
of$878,343. The addition of $237,047 in operating expenses related to these 
positions results in a total request of $1,115;390 for the staff attrition pro­
gram. The remaining 164.8 positions have been deleted from the total 
authorized positions but $2,751,122 in salary and operating costs related 
thereto is propbsedfor expenditure under the parole redirection program. 

The $1,115,390 proposed for the attrition program in thebudget year is 
the department's estimate of its requirement to avoid layoff and to r·educe 
staffgradually through the normal rate of attrition. The 96 positions (many 
part-year only) are therefore the total estimated layoffs that would be 
necessary if our recommendations on attrition and program redirection / 
are approved. 
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Pending review of the as yet undisclosed program changes, we are 
recommending deletion of this request to maintain the historically ap~ 
proved staffing patterns and program levels. 

Program Redirection 

We recoznmend deleHon of the Community Correction8J Program. 
RedirecHon function for a reducHon of $2,751,122 (Item 276). 

The $2,751,122 requested for redirection of community correctional pro­
grams (parole services) is to provide undefined increased parole services 
which were not sufficiently determined for inclusion in the Governor's 
Budget. Details on this proposal are to be presented to our office for 
review prior to the budget hearings. 

As the community correctional program portion of the budget contains 
sufficient funds to provide the currently authorized program, we are 
recommending deletion of this request for program enrichment, pending 
receipt and review of the new program proposal. 

V. ADMINISTRATION 

The administration program, including centralized administration at 
the departmental level headed by the director, provides program coordi­
nation and support services to the institutional and parole operations. 
Each institution is headed by a warden or superintendent and its own 
administrative staff. Institutional operations are divided into custody and 
treatment functions, each headed by a deputy warden or deputy superin­
tendent. The parole operation is administratively headed by a chief parole 
agent assisted by centralized headquarters staff. The state is divided into 
5 parole regions, each directed by a parole administrator, and the parole 
function is subdivided into districts and parole units. 

Data Processing Positions 

The support requirements for administration (not prorated to other 
programs) are estimated at 302.1 personnel-years and $10,315,506,' which 
includes General Fund support of $9,935,108 (up 19.9 percent or $1,710,018 
from the current year) and reimbursements of $380,398. The General 
Fund increase represents merit salary adjustments, price increases and 
49.5 proposed new positions at a salary cost of $689,562 plus related operat­
ing costs for General Fund assumption of the partial operational costs and 
continuing developmental costs of the Corrections Decision Information 
System (CDIS). CD IS entails conversion to electronic data processes of 
the manual recordkeeping, statistical and program evaluation functions of 
the department. Continuation of this function .requires the 49.5 positions 
for administration, plus 23 other positions at a salary cost of $230,784 
proposed in the institution and community correctional. programs. It is 
contemplated that these 72.5 new positions for CDIS will be required for 
a two-year period at which time 57.5 of the positions will be deleted. The 
remaining 15 positions will be retained and combined with the 40 positions 
currently authorized for the manual data system to operate the new com­
puterized system. 
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Other New Positions 

The department is requesting an additional 18.5 positions at a salary cost 
of $263,581 for administration. A total of 13.5 of these positions at a salary 
cost of $195,685 were deleted from the budget by Section 20, Budget Act 
of 1976, because of vacancies arising from recruitment and personnel 
management problems. The department advises that these problems are 
being resolved and that the· positions should be restored as previously 
authorized ona workload basis. 

The remaining five positions at a salary cost of $67,902 consist of one 
position to be substituted for contractual services previously funded as 
operating expenses and four positions supported by federal grants. The~e 
positions are justified for administrative workload; 

VI. SPECIAL ITEMS OF EXPENSE 

Items 27()""'273 provide reimbursements to the counties for expenses 
relating to transportation of prisoners and parole violators to state prisons, 
returning fugitives from justice from outside the state, court costs and all 
other ~harges relating to trials of inmates for crime~ committed in prison 
and local detention costs of state parolees held on state orders. These 
reimbursements are made by the State Controller on the basis of claims 
filed by the counties. These special items of expense are distributed as 
follows: 

Change from 
Actual Eshmated Proposed Prior Year 

Function 1975-76 1976-77 1977-78 Amount ------percent 
Transportation of Prisoners (Item 

270) .............................................. $189,354 $200,000 $220,000 $20,000 10.0% 
Returning fugitives from Justice 

(Item 271) .................................. 699,960 700,000 770,000 70,000 10.0 
Court Costs and County Charges 

(Item 272) .................................. 1,698,899 1,803,934 1,178,934 -625,000 .,..34.7 
County Charges -for Detention of 

Parolees (Item 273) ................ 538,533. 560,000 616,000 56,000 10.0 

Totals .......................................... $3,126,746 $3,263,934 $2,784,934 $-479,000 -14.7% 

The $479,000 or 14.7 percent reduction in this program under current­
year expenditures results primarily from a $625,000 or 34.7 percent reduc­
tion in the court costs and comity charges function. The reduction reflects 
a transfer of funds from this budget item to the budget of the State Public 
Defender for support of new positions in that office to provide legal 
defense services for state prisoners' when local public defenders refuse to 
handle the cases because of a conflict of interest or other legal cause. These 
positions are more fully discussed in the analysis of the State Public De­
fender's budget request. 

Underbudgeting of Court Costs and County Charges 

We recommend that Item 272 be augmented by $500,()(}() to reflect the 
increased needs for costs of inmate trials. ' 

This item was reduced (as discussed previously) for the budget year by 
$625,000 below current-year estimated expenditures to offset a like in­
crease in the State Public Defender's office. Based on our review of legal 
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defense costs for inmate trials, it appears that an excessive amount of 
money has been transferred to the Public Defender~s budget resulting in 
a corresponding funding deficiency in this item. 

The State Public Defender is primarily responsible for providing legal 
defense services for criminal indigents in the state and federal appellate 
courts. Under the provisions of Chapter 1239, Statutes of 1976, he also 
represents indigent state prison inmates charged with new offenses in the 
trial courts, but only when the local public defender, who has the primary 
responsibility to defend such inmates, refuses to do so because of conflict 
of interest or other cause. 

This budget item traditionally has provided funds to reimburse all local 
costs for inmate trials (including costs incurred by the district attorney, 
the sheriff, the court, etc.). Prior to Chapter 1239, when the local public 
defender was unable to handle a case involving a state prison inmate, the 
judge would appoint a private attorney and the costs were reimbursed 
from this item. Information furnished by the Department of Corrections 
shows that over an approximate three and one-half year period (July 1, 
1973 through November 1976) reimbursements to counties for services of 
local public defenders (exclusive of court appointments from the private 
bar) averaged 4.5 percent of total reimbursements for court costs and 
related county charges. Based on this information, the $1,803,934 budgeted 
in the current year for reimbursement of local inmate trial costs would ' 
include approximately $81,177 for local public defender services. 

A recent review of court-appointed attorney costs subject to reimburse­
ment from this budget item in three counties having approximately one­
third of the cases involved, found that the average reimbursement over 
a two and three-quarter year period was approximately three times the 
amount reimbursed to local public defenders. On this basis, three times 
$81,177 or $243,531 of the estimated current-year expenditure would repre­
sent court-appointed attorney costs. 

Thus, total legal defense reimbursements for local public defenders and 
private attorneys would average approximately $324,708 per annum 
($243,531, plus $81,177). Only a portion of the total defense cost would 
relate to cases refused by the local public defender for conflict of interest 
or other reasons which would now be handled by the State Public De­
fender under Chapter 1269. Such costs should not exceed $125,000. Be­
cause reimbursement claims filed by the counties must be paid and the 
amount transferred to the State Public Defender exceeds total. defense 
costs, there will not be sufficient funds in this item to pay all potential 
.claims. Therefore, we recommend that this item be increased by $500,000. 
We are recommending a corresponcling reduction in the Stat~ Public 
Defender's budget, leaving $125,000 in a temporary help category in that 
budget to provide required services relating to conflict cases. 
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Health and Welfare Agency 

DEPARTMENT OF THE YOUTH AUTHORITY 

Items 274-281 from the General 
Fund . Budget p. 717 

Requested 1977-78 ................................ ' .......................................... $127,278,946 
Estimated 1976-77............................................................................ 121,372,838 
Actual 1975-76 ................................................................. :................ 109,864,502 

Requested increase $5,906,108 (4.9 percent) 
Total recommended reduction .................................................... $5,070,400 

1917-78 FUNDING BY ITEM AND SOURCE 
Item Description Fund Amount 
274 Department Support General $100,431,266 
275 Transportation of persons committed General 43,540 
276 Maintenance and operation of county ju- General 3,825,840 

venile homes and camps 
277 Construction of county juvenile homes General 400,000 

and camps 
278 County delinquency prevention com- General 33,300 

missions,-administrative expenses 
279 County delinquency prevention com- General 200,000 

missions-research and training grants 
280 Assistance to county special probation General 19,687,000 

supervision programs 
281 Legislative Mandate (Chapter 1071, Stat- General 2,658,000 

utes of 1976) 
$127,278,946 

SUMMARY OF,MAJOR ISSUES AND RECOMMENDATIONS 

1. Funding Level. Withhold recommendation pending May 
revision of the population estimate. 

2. Population Decline. Reduce Item 274 by $306,2()(). Recom­
mend deletion of funding for surplus staff. 

3. Dental Services. Reduce Item 274 by $55,000. Recommend 
deletion oftwo dental positions at DeWitt Nelson Training 
Center. 

4. Staff Realignment. Recommend iqen~fication of positions 
transferred to new parole branch. 

5. Parole Placement Specialists. Reduce Item 274 by $253,000. 
Recommend deletion of eight placement speCialists and 
related clerical staffing. . 

6. Parole Overhead. Reduce Item 274 by $240,000. Recom­
mend deletion of excess supervisoral staffing in parole. 

7. Parole Zone Headquarters. Reduce Item 274 by $43,2()(). 
Recommend deletion of two pOSitions assigned to zones 
with smaller caseloads. F 

Analysis 
page 
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663 
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8. Training. Withhold' recommendation pending develop- 663 

ment of comprehensive training plan. 
9. Branch Headquarters. Reduce Item 274 by $215,000. Bec- 663 

ommend elimination of intermediate headquarters. 
10. Capacity Alterations. Recommend department not make 664 

modifications which reduce capacity without legislative re­
view. 

ll. Reception Center Processing. Recommend department 665 
review the feasibility of reducing time for reception center 
processing. 

12. Public Works Employment Act of 1976. Recommend clari- 665 
fication of planned expenditure level for "operation main­
tenance catch-up." 

13; Probation Subsidy. Reduce Item 280 by $1,300,000. Recom- 665 
mend elimination of over-budgeting. 

14. JuvenileJustice Legislation. Reduce Item 281 by $2,658,000. 666, 
Recommend deletion of item and separate legislation to 
permit legislative review of local cost reimbursement pol-
icy. 

GENERAL PROGRAM STATEMENT 

. The responsibility of the Youth Authority Board and the Department of 
the Youth Authority, as stated in the Welfare and Institutions Code, is 
". . . to protect society more effectively by substituting for retributive 
punishment, methods of training and treatment directed toward the cor­
rection and rehabilitation of young persons found guilty of public of­
fenses." The board and the department have attempted to carry out this 
mandate through the program areas discussed below. 

Youth Authority Board 

The Youth Authority Board, consisting of eight members, is charged 
with personally interviewing, evaluating and recommending a treatment 
program for each offender committed to the department. It alsosets terms 
of incarceration and is the paroling authority for all such wards. 

Administration 

The administration program consists of (1) the department director and 
immediate staff, who provide overall leadership, policy determination and 
program management; and (2) a support services element, which pro­
vides staff services for' fiscal management, management analysis, data 
processing, personnel, training, and facility construction, maintenance 
and safety. 

Community Services 

The community services program provides direct staff services to local 
public and private agencies and administers state grants to subsidize cer­
tain local programs relating to delinquency and rehabilitation. Program 
elements are as follows. ' 
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Services to Public and Private Agencies 

As required by law, this element establishes minimum standards of 
operation and makes compliance inspections of special probation services 
which receive state subsidies and county-operated juvenile halls, ranches, 
camps and homes and, in some cases, jails in which juveniles are incar­
cerated. It also assists in the improvement of local juvenile enforcement, 
rehabilitation, and delinquency prevention programs by providing train­
ing and consultation services to local agencies. 

Financial Assistance 

This element administers state subsidies to local government for con­
struction, maintenance and operation of ' ranches, camps, and homes for 
delinquents,. special probation programs, and delinquency prevention 
programs. State support, which is intended to encourge the development 
of these local programs, is based on the belief that local treatment of 
delinquents is more desirable, if not more effective, than incarceration in 
state facilities. Treatment in the community or in locally operated institu­
tions retains the ward in his normal home and community environment 
or at least closer to such influences than may be the case with incarcera­
tion in state facilities. 

Delinquency Prevention 'Assistance 

This element disseminates information on delinquency and its possible 
causes; encourages support of citizens, local governments, and private 
agencies in implementing and maintaining delinquency prevention and 
rehabilitation programs; and conducts studies of local probation depart­
ments. 

Rehabilitation Services 

The rehabilitation services program, which is administered by a deputy 
cirector and supporting staff in Sacramento, is geographically divided on 
a north-south regional basis. Each region is directed by an administrator 
who is responsible for all institutional and parole functions within his 
region. The rehabilitation program encompasses a community parole pro­
gram, and an institutional program consisting of four reception centers, 
eight institutions and five forestry camps as shown below. 

Facility 
Reception Centers: 

Northern Receptjon Center/Clinic ............................................................................... .. 
Southern Reception Center/Clinic .............................................................................. .. 
Youth' Training School Clinic ......................................................................................... . 
Ventura Reception Center/Clinic· .............................................................................. .. 

Institutions: . 
!'iorthern California Youth Center .............................................................................. .. 

O. H. Close School 
Karl Holton School 
DeWittNelson Youth Training Center 

~~:~~. ~~~! ~!~~~I~~.~~~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
. 'EI Paso de Robles·School ................................................................................................ .. 

Southern California Y outhCenter ................................................................................ .. 
Youth Training School 

Ventura School ................................................................................................................... . 
• Colocated With institution. 

Location 

Sacramento 
Norwalk 
Chino 
Camarillo 

Stockton 

lone 
Whittier 
Paso Robles . 
Chino 

Camarillo 
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Ca~ps: 

Items 274-281 

Ben Lomond Youth Conservation Camp...................................................................... Santa Cruz 
Pine Grove Youth Conservation Camp ........................................................................ Pine Grove 
Mt. Bullion Youth Conservation Camp ........................................................................ Mariposa 
Washington Ridge Youth Conservtion Camp.............................................................. Nevada City 
Oak Glen Youth Conservation Camp ......................................................................... ,.. Yucaipa 

These facilities with an estimated average daily population of 4,569 
wards; plus a community parole caseload program involving 7,274 wards, 
constitute a projected total daily average population of 11 ,843 wards under 
departmental supervision in fiscal year 1977-78 (Table 1). As discussed 
later in this analysis, the department estimates it will handle a daily aver­
age of 92 fewer institutional wards and 24 fewer parolees in 1977-78 than 
in the current year. 

The wards generally come from broken homes, below average econom­
ic status and substandard residential areas. They are usually academically 
retarded, lack educational motivation~ have poor work and study habits, 
and have few employable skills. Sixty-three percent have reading compre­
hension levels three or more years below their age-grade expectancy and 
85 percent are similarly deficient in math achievement levels. Many.also 
have psychological disorders or anti-social behavior patterns. . 

Table 1 
Average Daily Population of 

Youth Authority Wards 

Reception centers .................................................................................. . 
Facilities for males ............................................................................... . 
Facilities for females .......................................... ; ............................... .. 

Subtotal (Institutions) ..................................................................... . 
Change from prior year ................................................................. . 

Parole case load ..................................................................................... . 
Change from prior year ................................................................ .. 

Total Wards .................................................... : ..................................... .. 

Diagnosis 

1975-76 
697 

3,776 
149 

4,622 

7,653 

12;l.75 

197~77 1977-78 
696 696 

3,770 3,678 
195 195 

---
4,661 4,569 
+39 -92 

7,298 7;1.74 
-355 -24 

11,959 11,843 

All wards received by the Department of the Youth Authority undergo 
a diagnosis procedure at one of four departmental reception centers, 
which includes interviews, psychological and educational testing, and 
medical and dental examinations. Based on this information, staff develops 
recommendations to assist the Youth Authority Board in determining 
institutional assignments and treatment programs for the individual 
wards. 

Care and Control 

Residential care in camps and institutions provides housing, feeding, 
clothing, medical and dental services, while parole supervision in the 
community provides required surveillance and control to assist in rehabili­
tating the ward and protecting the community. 

r 
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Treatment 

Treatment includes counseling, religious services, recreation, psychiat­
ric services, academic and vocational training in the institutions and pbst­
release treatment in the community. These services are designed Jomeet 
the needs of the wards committed as an aid to their rehabilitation. 

Research 

The resea.rch program providesthe evaluation and feedback to manage­
ment necessary to determine those programs which are effective and 
should be continued, those that show promise and should be reinforced 
and those that should be discontinued. It also provides estimates of future 
institutional and parole caseloads for budgeting and capital outlay pur­
poses, and collects information on the principal decision points in the 
mov~ment of wards through the department's rehabilitation program 
from the time of initial referral to final discharge. 

ANALYSIS AND RECOMMENDATIONS 

The ~epartmental programs, as proposed in the Governor's Budget, 
represent a net General Fund cost of $127,278,946 and 4,146.1 personnel­
years of effort. Additionally, the department anticipates budget-year reim­
bursements amounting to $10,046,401 and federal grants totaling 
$1,039,496 for a total expenditure program of $138,364,843. 

Table 2 summarizes the budget request, showing sources of funding by. 
category, expenditure levels by program area, and proposed dollar and 
position changes. . 

Table 2 
Budget Summary 

Estimated Proposed ., Change 
1976-77 1977-78 Amount Percent 

Funding 
General Fund .................................................... . 
Reimbursements ............................................ .. 
Federal funds ................................................... . 

Totals .................................................................... .. 
Programs 

$121,372,838 
10,103,469 

990,253 

$132,466,560 

$127,278,946 
10,046,401 
1,039,496 

$138,364,843 

Youth Authority Board .................................. $1,478,870 $1,492,423 
Personnel-years ............................................ 40.9 40.9 

Administration .................................................. $5,463,151 $5,290,169 
,'. Personnel-years ... :........................................ 205.1 192.4 
Community Services ..... ;................................ $26,168,130 $27,927,8'l!J 

Persoimel-years ............................................ 65.5 '62.5 
Rehabilitation Services .................................. $95,897,664 $99,219,360 

Personnel-years ............................................ 3,799.6 3,787.2 
Research ............................................................ $2,1'l!J,745 $1,777,062 

Personnel-years ............................................ 82.7 63.1 
Legislative Mandates' .................................... SI,3'l!J,OOO $2,658,000 

Totals ...................................................................... $132,466,560 $138,364,843 
Personnel-years ............................................ 4,193.8 4,146.1 

$5,906,108 
-57,068 

49,243 

$5,898,283 

$13,553 

$-172,982 
-12.7 

$1,759,699 
-3.0 

$3,321,696 
-12.4 

$-352,683 
-19.6 

$1,3'l!J,OOO 

$5,898,283 
-47.7 

a Chapter 'UY71, Statutes of 1976 (AB 3121) relating to the juvenile justice system. 
{ 

4.9% 
-0.6 

5.0 

4.4% 

0.9% . 

-3.2 
-6.2 
-6.7 
-4.6 
-3.5 
-0,3 

-16.6 
-23.7 
100.0 

4.4% 
-1.1 
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Additional Institutional-Based Conservation Camps 

The budget reflects the closing of the DeWitt Nelson Forestry Training 
Program (two units) and the opening of two institutional-based conserva­
tion camps, one at DeWitt Nelson and one at the Ventura School. Forestry 

. training will be conducted at each camp by forestry staff assigned at the 
camp rather than it) a centralized facility. 

Institutional-based camps (the department currently operates one at 
the EI Paso de Robles Scho,ol) permit a greater number of wards to partici­
pate in conservation programs, including fire prevention and suppression, 
than could participate in the regular, less secure, camp setting. The pro­
gram at the Ventura School, which is co-educational, will permit female 
wards to participate in the conservation program. The budget reflects a 
net increase of $48,085 for additional staffing for these two camp programs. 

Participation in the National School Lunch Program 

The budget indicates that the department has applied to the State 
Department of Education- to participate in the National School Lunch 
program on the basis that PL 94-105 expanded the definition of qualifying 
schools to include "juvenile detention centers." It is anticipated that par­
ticipation in this program will result in a net General Fund savings of 
$1,014,717 in the budget year. Gross savings of $1,354,499 will be partially 
offset by additional costs of $167,750 to provide food equivalent to the 
federal participation requirements to older wards who are not eligible for 
the program, and $172,032 for 11 personnel-years and related operating 
expenses to manage the program. The department has, for several years', 
participated in the National School Milk program. 

Institutional Population Down 

The budget reflects the closing of five living units, equivalent to 250 
wards, in the current and budget years. Staff assigned to these units are 
proposed to be deleted through attrition. This is discussed later in this 
analysis. 

Other Program Changes 

Additional Security Staff. The budget contains 3.2 positions and $56,223 
to provide one additional security person 16 hours per day at the DeWitt 
Nelson Training Center, one of three schools located at the Northern 
California Youth Center (NCYC) in Stockton. These positions are re­
quired because (1) a large number of wards leave DeWitt Nelson daily for 
work and training within the NCYC complex, and (2) older wards with 
more violent and serious records are currently incarcerated at DeWitt 
Nelson. 

Psychiatric Services for Wards on Pclroie. The. department requests 
$100,000 to ,provide psychiatric services to the estimated 15 percent of 
parolees who have a history of psychiatric problems. Most of the time, such 
cases are referred to community mental health programs. However, be­
cause of the time lapse and difficulty often involved in getting some wards 
into local programs, $100,000 is proposed to provide direct psychiatric 
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services to wards during the time between institutional release and the 
link-up with local services and programs. 

Substance Abuse Services. For the past five years, most of the substance 
abuse programs of the department have been funded by the Office of 
Criminal Justice Planning. Such funding will terminate in the budget year 
and $250,000 from the State Office of Narcotios and Drug Abuse is 
proposed to continue this program at a reduced level. 

Offender-Based Institutional Tracking System (OBITS). The budget 
proposes $157,841 to continue use of OBITS, the department's basic ward 
information system which was developed with federal funding. All but 
$22,139 of the request is to provide remote terminals to the department, 
its parole zone headquarters and institutions, and to reimburse the Teale 
Data Center for services. The $22,139 is for one position to maintain and 
update the system. Fourteen federally funded positions associated with' 
development of OBITS will terminate by June 30, 1977. 

Increased Security for Visiting. The department requests $117,311 to 
provide for increased security during visiting periods. This increase will 
provide staff to (1 ) operate the recently installed metal detectors and (2) 
monitor an increased number of visitors and observers at board hearings. 
The primary purpose of the increased monitoring is to prevent visitors 
from passing contraband to wards and to reduce the possibility of inci­
dents during visiting periods. 

Performance, Monitoring and Evaluation System. The budget contains 
$72,212 for implementation of a department-wide, management-by-objec­
tives system. This increase will provide 3.5 personnel-years of effort to 
train staff and implement pilot projects. 

Special Repairs and Maintenance. The department requests $300,000 to 
provide special repairs and maintenance for projects which cannot be 
funded from Title II of the Public Works Employment Act of 1976. 

Legislative Mandates. Item 281 provides $2,658,000 to reimburse local 
government for the costs imposed by Chapter 1071, Statutes of 1976 (AB 
3121). This item is discussed later in thi~ analysis. . 

Public Works Employment Act of 1976. The budget reflects a federally 
funded project entitled, "Operation Maintenance Catch-up" in the 
amount of $2,948,931 to renovate existing facilities. These funds will be 
used primarily to hire semi-skilled workers. Associated operating expenses 
will be funded from the department's support budget. This item is dis­
cussed later in this analysis. 

Institutional Population Overbudgeted. 

We withhold recommendation on the Department of the Youth Author­
ity support budget pending the May revision of the population estimate. 

As mentioned earlier, the budgetreflects the closing of five living units 
(250 beds) in the current year because oflower-than-budgeted institution­
al population. This reduction is continued in the budget year. As of De­
cember 31, 1976, institutional population is 463 wards below the revised 
current year average budgeted level (after the 250-bed adjustment). The 
Governor's Budget proposes that positions deleted through the closure of 
the five living units be phased out through attrition in order to avoid layoff 
procedures. . 
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We believe that the projected institutional population reduction is over­
ly conservative. Unless ward population increases considerably between 
now and the May revisiOn, institutional population capacity can be re­
duced by at least an additional 300 beds. If the population remains at or 
near its current level, the department should consider closing and dispos­
ing of EI Paso des Robles School-rather than closing individual living units 
scattered throughout the system. This would result in considerably greater 
savings because institutional support services (i.e., medical, management 
staff, etc.) could be deleted. 

Population Decline Warrants Staff Layoff 

We recommend deletion of funding for surplus staff for a savings of 
$306,2(Xi (Item 274). 

As mentioned under the previous recommendation, the department 
proposes to close five living units and delete the affected staff through 
attrition rather than layoff. The excess staff (approximately 20 positions in 
the budget year) would be used as backup while other employees partici~ 
pate in training activities or take vacation, sick leave or compensatory 
time off. On the basis of sound administrative and budgetary policy, we . 
believe that these positions should be deleted as soon as the units are 
dosed. The social problems caused by layoff requirements should not be 
resolved through adjustments in the budgets of line agencies. . 

Thus, we recommend that funds included in the department's budget 
for attrition be deleted for a savings of $306,200. Some of these savings will 
be offset by the costs associated with civil service layoff procedures. An 
adjustment to the projected savings can be considered when the May 
revision of the population estimate is reviewed. 

DentaiServic8s Overbudgeted at DeWitt Nelson Training Center 

We recommend deletion of the dentist and dental assistant positions 
added last year at the DeWitt Nelson Training Center for a savings of 
$55,000 (Item 274). , 

Last year the administration proposed, and the Legislature approved, 
the addition of a dentist and a dental assistant at the DeWitt Nelson 
Training Center in order to provide a higher level of dental care to wards 
undergoing pre-camp forestry training. . .. 

This year the Governor's Budget points out on page 720 that "The 
DeWitt Nelson Training Center provides dental work foraH wards trans­
ferred to the several Youth Conservation Camps. The pre-camp training 
program is conducted at this center and the dental work is completed 
while the wards are being trained." Yet on page 721, the budget states, 
"The institution-based camps will be established from the closure ·ofthe 
DeWitt Nelson Forestry Training Program ... '; (Italics added). 

Therefore, we recommend deletion of these two positions because the 
program for which they were authorized has been deleted from the 
budget. This would result in a General Fund savings of $55,000. Wards 
assigned to the regular conservation camps will receive dental work 
before transfer to the camp program, and regular institutional dental care 
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will be available to wards assigned to the institutional-based camps. 

Planned Staff Realignment Not in Budget 

We recommend that the department identify how positions currently 
budgeted to the Parole and Institutions Branch will be reallocated when 
that branch is divided. 

Although not reflected in the Governor's Budget, we understand that 
the department plans to divide the existing Parole and Institutions Branch 
into two functional units. Traditionally, the institutions and parole man­
ag~ment functions have been distinct and separate. In 1970-71, these 
functions were combined at the departmental level in order to enhance 
the ability of the department to provide wards with a "continuity of 
treatment':. 

We believe the existing organizational structure has not significantly 
contributed to this goal and has resulted in less than the desired level of 
management attention to the parole program. Thus, we support in con­
cept the department's desire to separate the management of these pro­
grams: However, the department should identify how the positions 
currently assigned to the Parole and Institutions Branch will be allocated. 
No staff augmentation should be required as a part of this reorganization. 

Parole Placement Specialists Not Cost Effective 

We recommend that eight parole placement specialist plus related cleri­
cal support be deleted for a savings of $253,000 (Item 274). 

During last year's budget hearings, the Department of Finance 
proposed and the Legislature approved the addition of eight parole agents 
to function specifically as placement specialists. These agents, who are_ 
assigned to the four parole zone headquarters (two each), attempt to 
speed up referral of difficult-to-place wards to parole. The objective in 
establishing this program was to reduce from 30 days to 20 days the time 
lapse,between the granting of parole by the Youth Authority Board and 
the actual release of the ward from the institution. By eliminating 10 days 
per ward, it was estimated that the need to open an additional 120 institu­
tional beds could be avoided. 

The department has almost achieved its goal of reducing placement 
time by 10 days, but this has been done primarily by changing procedures 
rather than through the efforts of the placement specialists. Prior to July 
1976, field parole agents to whom the wards would be assigned took no 
official action to develop placement plans until the board actually granted 
parole. However, undercurrent procedures, action is generally begun on 
hard-to-place cases 60 days before the board parole hearing, and quite 
often the parole plan is available to the board at the hearing. In such cases, 
the ward can be released from the institution almost immediately after 
parole is granted. 

While the concept of having parole agents who specialize in finding 
placements for wards who are not returning to their parents' or relatives' 
homes appears useful, it is difficult to implement in the field. A parole 
agent assigned to the zone headquarters (he/she may be physically locat­
ed elsewhere) lacks the day-to-day contact with community resources 
which field parole agents have. Because the development of placements 
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represents a significant part of the field parole agents ongoing workload, 
they should have a significantly better knowledge of all the resources 
available for difficult-to-place wards in their territory, than a placement 
specialist representing, on the average, a geographical area equal to one­
eighth of the state. Because it appears that the only significant goal of the 
placement specialists is being achieved under the revised operating proce­
dures, we recommend that these positions, plus related clerical staffing, 
be deleted fora General Fund savings of $253,000. 

Eliminate Excess Overhead from Parole Units 

We recommend that excessive overhead in parole be eliminated 
through the deletion of assistant supervisors in the smaller units for a 
savings of $240,000 (Item 274). 

Approved departmental staffing formulas were developed, beginning 
in 1971, in the Improved Parole Effectiveness Program (IPEP). This pro~ 
gram resulted in the adoption of a 50:1 ward/parole agent ratio and the 
development of an "average" parole unit consisting of eight case-carrying 
parole agents (400 cases in total), an assistant supervisor, a unit supervisor 
and related clerical staffing. During the current year, a parole agent was 

. added to each unit to handle parole violation investigations. 
Since 1966-67, the total parole caseload has been declining steadily as 

shown in Table 3. 

Table 3 
Youth Authority Parole Caseload 

Year A I'erage Case/oad 
1!J66..S1.......................................................................................... 14,820 
1967~.......................................................................................... 14,246 
1968-69.......................................................................................... 13,933 
1969-79.......................................................................................... 13,766 
1970-71.......................................................................................... 13,373 
1971-72.......................................................................................... 12,821 
1972-73 .... 1..................................................................................... 11,870 
1973-74.......................................................................................... 9,546 

~~t~~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~::. 
1976-77 (estimated) ............................. ;.................................... 7,298 
1977-78 (estimated) ................. : ............ :· .............................. ; ... , 7 ~4 

Changel!om 
PreJious Year 

1i,'Urilber-Percenf 

-574 -3.9% 
-313 -2.2 
-167 -1.2 
-393 -2.8 
-552 -4.1 
-951 -7.4 

-2,324 -19.6 
-1.2Ul -12.8 

..;.674 -8.1 
-355 -4.6 
-24 . -0.3 

Although the department has consistently adjusted the number~fregu­
lar case-carrying agents to reflect caseload reductions, it has not taken 
action to maintain parole units at the "average" size and thereby reduce 
overhead costs. As of December 31, 1976, there was only one parole unit 
with 400 or more assigned cases. One parole unit had only 205 assigned 
cases. 

While geographical considerations preclude requiring all units to be 
consolidated to the "average" size of 400 cases, some excess overhead costs 
can be eliminated by deleting assistant supervisors in smaller units.· This 
action would eliminate 12 positions and provide a budget-year savings of 
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$240,000. Implementation of this recommendation would not reduce the 
numherof parole agents providing direct services to parolees. There 
\Vouldremain one supervisorial position for five case-carrying agents (plus 
the violations specialist and clerical staff) in the smaller parole units and 
two supervisorial positions in the units with six or more case-carrying 
agents, the violations specialist and clerical staffing. 

Relate Staffing to Workload in Parole Zone Headquarters 

We recommend the deletion of one parole agent position in each of two 
parole zones with smaller caseloads for a savings of $43,200 (Item 274). 

On a statewide basis, parole units are organized into and managed by 
a total of four parole zones. Each zone headquarters is curre~tly staffed 
with six professionals, i.e., a zone administrator, an administrative assist­
ant, a planner, a training officer and two placement specialists (discussed -
earlier in this analysis) and related clerical support. 

Parole caseloads in-the zones as of December 31,1976 were: 

Zone I 
(DayArea Zone! Zone 3 Zone 4 
and.\ortn (.Vortnem (Los Angeles Southem 

Coast) California) County) Califomia) 
1,771 1,222 2,427 2,031 

As shown above, caseload varies significantly between zones, ranging 
from 1,222 in Zone 2 to 2,427 in Zone 3. However, the professional staffing 
complement in each zone headquarters is the same. Because many of the 

• duties performed by zone headquarters personnel are dependent on, or 
directly-related to, caseload (such as business services, training and case 
work auditing), we believe a total of two parole agent positions can be 
eliminated (one each) in Zones 1 and 2. The remaining staff members will 
be able to provide services at a level equal to that currently provided in 
the two larger zones. -

Develop Training Plan 

We withhold recommendation on the departments training request of 
$1,073,361 until it develops a comprehensive plan for expenditure of these 
funds. 

Despite its large training expenditure, the department has not devel­
oped a comprehensive plan for a training program, i.e., it has not assessed 
its overall needs and allocated training resources to meet them. 

We helieve the department should develop a comprehensive training 
plan which recognizes needs in the areas of (1) safety and security of the 
institutions, (2) treatment techniques, and (3) supervisory and manage­
ment development. Until such a plan is developed, we cannot recommend 
approval of the funding request. 

Delete North and South Branch Headquarters 

We recommend elimination of the intermediate headquarters of the 
Parole and Institutions Branch for a savings of $215,000 (Item 274). 

In 1962-63, when the Northern California Youth Center (NeyC) was 
being planned as an eventual 12-institution complex with a capacity of 
4,800 wards, a center administrator and core staff were authorized. In 
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1967-68 planning began for the Southern California Center (SCYC), 
which also was projected to have a population of 4,800 wards. An adminis~ 
trator and secretary were authorized for this center, effective August 30, 
1968. At that time it was anticipated that institutional populations would 
eventually exceed these capacities. Actual institutional population (de­
partment-wide) totaled 3,973 wards on December 31, 1976. 

By 1970-71, only three of the projected twelve institutions had been 
constructed at NCYC and no additional institutions (the Youth Training 
School with a 1,200 ward capacity was in existence when SCYC was 
staffed) had been built at SCyc. At that time, the department desired to 
provide closer coordination between the parole and institutions programs. 
The Division of Rehabilitation was created in the department's headquar­
ters by combining the institution and parole divisions, and the administra- . 
tive superintendents of NCYC and SCYC were reclassified as Chiefs of 
Rehabilitation Services, north and south. 

Over the years, the north and south branch staffs expanded to a total of 
14 positions (seven each). This organization remained essentially the same 
until the current year when eight of these positions (four from each 
branch) were transferred to the central headquarters. Thus, each of the 
two branch headquarters now contains a CEA III, an administrative assist­
ant and a s.ecretary. 

We believe these remaining six positions are not cost effective. They 
lack supporting professional staff and requisite authority to resolve prob­
lems and provide managerial assistance to institutional superintendents 
and parole unit administrators. Moreover, the department's desire to split 
the parole and institutions branch into two separate branches (discussed 
earlier) eliminates the primary reason for the creation of the North-South 
Branch organization. Accordingly, we recommend deletion of these posi­
tions for a savings of $215,000 in the budget year. 

Budget for Capacity-Related Alterations 

We recommend that the department not make permanent modifica­
tions to dormitory units which reduce capacity unless such projects. are 
reviewed and approved by the Legislature. 

During 1975-76 the department altered a 50-bed living unit at the 
Northern Reception Center/Clinic, located in Sacramento County, to a 
35-bed unit in order to provide more "program" space, i.e., a multi-pur-
pose room, a library and office space. . 

It should be noted that population levels can fluctuate significantly (as 
recently as one year ago the department was concerned that population 
might exceed institution capacity by the end of 1977-78), new construc­
tion is expensive and the reduction in living unit capacity significantly 
increases per capita costs. (The increased cost was approximately $3,000 
per ward per year in the case cited above.) Therefore, we recommend 
that the department undertake no projects which reduce living unit 
capacity without legislative approval through the capital outlay budget 
review process. 
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Reception Center Processing 

We recommend that the department review the receph"on center pro­
gram for the purposeof reducing the amount of ward free time by short­
ening tlw reception process and report to the Joint Legislative Budget 
Committee by November 1, 1977. 

The department states that the typical ward is directly involved in the 
reception center placement process for slightly less than one hour per day, 
or 26 hours out of a 28-day stay at the reception centers. After allowing 
approximately 14 hours for eating, sleeping and other personal,time re­
quirements, the ward has approximately nine hours per day of free time. 
As discussed in· the capital outlay section of this analysis, the department 
has requested $72,000 for working drawings for gymnasiums at the north­
ern and southern Reception Centers/Clinics. The requested gymnasiums 
would reduce this free time by one hour per day, leaving eight hours of 
free time. 

We believe the department should review its reception center program 
with a goal of eliminating a significant portion of the remaining free time 
by shortening the reception process. We recommend that the department 
report to the Joint Legislative Budget Committee by November 1, 1977 on 
the results ofthis review. 

Public Works Employment Act of 1976 

We recommend that the department idenh"fy the expenditure level 
planned for its federally funded "Operah"on Maintenance Catch-up" pro­
gram and adjustils reimbursement schedule accordingly. 

The Governor'.s Budget reflects a two-year $2,948,931 program entitled 
"Operation Maintenance Catch-up" which the Department of the Youth 
Authority reports will be funded from the Public Works Employment Act 
of 1976 (PWEA).;We understand that the department has applied to the 
Employment Development Department (EDD), which administers the 
PWEA funds, for only $1,736,706. However, the PWEA display contained 
on page 653 of the Governor's Budget (within EDDs budget) does not 
reflect any Department of the Youth Authority expenditures from this 
funding source. The Departments of the Youth Authority and Finance 
should explain this apparent inconsistency and adjust the Department of 
the Youth Authority reimbursement schedule accordingly. 

Probation Subsidy Program Overbudgeted 

. We recommend that thtl probation subsidy program (Item 280) be 
reduced by $1.3 million to reflect a more realistic expenditure level. 

. .. The probation subsidy program was established in 1965 to encourage. 
greater use of probation by sharing with the counties savings resulting to 
the state from a reduction in commitments of juveniles and adults to state 
institutions. Participating counties must make "earnings" based on a pre­
scribed formula set forth in the Welfare and Institlltions Code. The county 
achieves earnings by reducing its combined level of adult and juvenile 
c9mmitments below a base commitment rate previously established. For 
each reduction in its base commitment level, the countYisreimbursed (up 
to a. maximum of $4,000) its actual cost of providing an enriched probation 
program meeting minimum standards prescribed by the Youth Authority. 
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DEPARTMENT OF THE YOUTH AUTHORITY-Continued 

As shown in Table 4, this program has been consistently overbudgeted 
for the last four fiscal years. Additionally, the number of coun.ties par­

. ticipating in the program and county "earnings," which determine proba­
tion subsidy expenditures, have been declining over the past several years. 

Table 4 

Probation Subsidy Savings 

1973-74 1974-75 1975-76' 1976-77 (est.j 

Budgeted........................................................ $23,742,000 $24,100,665 a $21,687,000 $19,687,000 
Expended ...................................................... 20,410,354 22,248,284 20,759,555 18,317,616 

Savings ................ ,....................................... $3,331,646 $1,852,381 $927,445 b $1,369,384' 
a Includes $2,174,000 appropriated by Chapter 411, Statutes of 1974, primarily for treatment of offenders 

or alleged offenders by local law enforcement agencies. . . 
b Includes $914,258 transferred to departmental support. 

Despite these indicators and estimated current-year savings of $1,369,-
384, an appropriation equal to the current support level is requested in the 
Governor's Budget. Based upon estimated current year savings, we be­
lieve that $1.3 million can be deleted from the department's probation 
subsidy request. 

Juvenile Justice Legislation [Chapter 1071. Statutes of 1976 (AB 3121)1 

We recommend that Item 281 ($2,658,(}()()) be deleted from the Budget 
Bill and that the issue of reimbursing local costs for the 'Juvenile justice" 
reVisions imposed by AB 3121 be addressed through the regular legislative 
process. 

Chapter 1071, Statutes of 1976 (AB 3121) made major changes in the way 
juveniles are processed by the criminal justice system at the local level. 
The act: . 

. (1) Permits the detention of "status offenders" (run"aways, for exam­
ple) only in shelter care facilities, crisis resolution homes or other 
nonsecure facilities. 

(2) Requires each county probation department to establish a program 
of pre-adjudication home supervision and to place specified minors 
in the program. Probation officers or aides assigned to this program 
are limited to a caseload of no more than 10 minors. 

(3) Revises existing procedures regarding juvenile court fitness hear­
ings for minors, 16 years of age or older at the time of the alleged 
commission of an offense, who are charged with specified felonies 
(murder, certain arsons, robberies, rapes, kidnapings, assaults and 
discharges of firearms). The juvenile court is required to find such 
minors unfit for juvenile court proceedings unless it determines, 
based upon specified criteria, that the minor would be amenable to 
juvenile court care, treatment and training. 

(4) Requires the prosecuting attorney,rather than the proba.tion offi­
cer, to initiate action in juvenile court (i.e., file the petition) in cases 
involving minors accused of law violations. 

(5) Modifies existing law under which the probation officer is permit­
ted to pla.ce a minor in an informal supervision program for up to 
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six months iri lieu of filing a petition to initiate juvenile court action, 
or subsequent to dismissal of a petition already filed. 

(6) Requires the court to declare an offense committed by a minor to 
be a felony or misdemeanor if the same offense, if committed by an 
adult is punishable as a felony or misdemeanor. The act specifies 
that the minor camiot be held in physical confinement for .a period 
exceeding the maximum term which could be imposed on an adult 
for a similar offense. 

During legislative hearings on AB 3121 the cost aspects, as well as the 
substantive changes, were considered at length. As finally chaptered, the 
bill contained an "offsetting savings" SB 90 reimbursement disclaimer 
clause. Despite this provision, the Governor's Budget proposes a $2,658,000 
appropriation to reimburse local governments for costs imposed by the act 
and further indicates that the administration will propose a deficiency bill 
in theam-ount of $1,329,000 to pay such costs in the current year. It should 
also be noted that the budget of the Office of CriminaIJustice' Planning 
indicates that approximately $2.8 million of federal Juvenile Justice and 
Delinquency Prevention funds will be distributed in 1976-77 and 1977-78 
to the counties for the purpose of deinstitutionalizing "status offenders." 

In our view, the proposal to reconsider a local mandate funding decision 
through the Budget Bill poses three serious problems. First, while it is 
clear that AB 3121 will significantly increase county costs, the act specifi­
cally disclaims responsibility for such costs. We believe it is inappropriate 
to, in effect, delete the SB 90 disclaimer through the Budget Bill when it 
was thoroughly debated during legislative hearings on the bill. 

Second, the Department of Finance local mandate cost estimate upon 
which this budget proposal is based contains various assumptions which 
we find questionable. For example, it assumes that because the prosecut­
ing attorney must filethe petition and present it to the juvenile court, the 
probation officer will not have to be present during the adjudication phase 
of the juvenile court hearing. This assumption overlooks Section 581 of the 
Welfare and Institutions Code, which requires that the probation officer 
be present in all of these hearings unless his presence is waived. by all 
parties tothe proceeding (the judge or referee, the minor, andthe proba­
tion officer himself). 

Third, standards to evaluate cost increases under the bill do not exist, 
nor does the budget propose that any be established. Because of the 
complex nature of AB 3121, its widespread impact throughout the local 
justice system and the large amount of discretion granted to judges in 
implementing many of the changes it imposes, it will be extremely dif­
ficult and costly, at both the state and county level, to calculate accurately 
net mandated costs for each county. 

Accordingly, we recommend that: (1) any decision to remove the SB 90 
disclaimer be made through the regular legislative process by amending 
Chapter 1071, Stktutes of 1976, (2) the Departments of the Youth Author­
ity and Finance undertake a study to determine an appropriate statewide 
reimbursement level for local costs, and (3) that any funds appropriated 
to reimburse counties be distributed on a basis (such as per capita) that 
does not impose substantial state and local administrative costs. 
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Health and Welfare Agency 

CALIFORNIA HEALTH FACILITIES COMMISSION 

Item 282 from the California 
. Health Facilities Commission 
Fund· Budget p. 735 

Requested 1977-78 ......................................................................... . 
Estimated 1976-77 .......................................................................... .. 
Actual·1975--76 ................................................................................. . 

$855,871 
1,096,922 

708,721 
Requested decrease $241,051 (21.9 percent) 

Total recommended increase .................................................... .. $316,051 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Proposed Deletion and Transfer of Positions. Increase by 
$316,051. Transfer $232,371 and seven positions from Item 
243 and augment by $83,680 for four positions and do not· 
re'commend transfer of the functions of the California . 
Health Facilities Commission to the Department of Health 
at this time. 

.. 
GENERAL PROGRAM STATEMENT 

Analysis 
page 
668-

The California Health Facilities Commission was created by Chapter 
1242, Statutes of 1971, and charged with the responsibility of developing 
a uniform system of accounting and reporting for all hospitals in Califor­
nia. Chapter 1171, Statutes of 1974, further required the commission to 
develop and implement an accounting and uniform reporting system for 
long-term care facilities in California, in addition to the hospitals. The 
purpose of developing these systems ofreporting requirements was to: (1) 
enc()urage economy and efficiency in providing health care services, (2) 
enable public agencies to make informed decisions in purchasing aI)d 
administering publicly ftnanced health care, (3) encourage organi~ations 
which provide health care insurance to take into account financial infor­
mation provided to the state in establishing reimbursement rates, ( 4) 
provide a uniform health data system for use by all state age.nGies,;(5) 
provide accurate information to improve budgetary planning, (6) ipentify 
and disseminate information regarding areas. of economy in thep,rovision 
of health care consistent with quality of care, and (7) creat~ a body of 
reliable information which will facilitate commission studies that relat,e. to . 
the implementation of cost effectiveness programs. 

ANALYSIS. AND RECOMMENDATIONS 

We recommend a transfer 01$232,371 and seven positions from Item 
243, support for the Department of Health and the augmentatioil.of $,83,-
680 for four positions which are proposed to be deleted from the California 
Health Facilities Commission. We do not recommend the transferaf the 
functions of the California Health Facilities Commission to the Depart­
ment of Health at this time. 
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, The budget proposes an appropriation of $855,871 from the California 
Health Facilities Commission Fund for support of the commission during 
the 1977-78 fiscal year, a decrease of $241,051, or 21.9 percent, from the 
current fiscal year. This proposed reduction includes the deletion of four 
positions and operating expenses at a cost of $83,680 and the transfer of 
$232,371 for seven positions and related functions to the Department of 
Health on January 1, 1978. The budget states that the administration will 
introduce legislation to transfer all of the functions of the commission to 
the Department of Health. It is our understanding the transfer is planned 
to be completed by December 1978. The administration contends that the 
statutory mandate of the commission will be substantially accomplished by 
that time. 

The Department of Finance recently issued a report which recom­
mended that the California Health Facilities Commission be phased out 
and its functions be transferred to the Department of Health. 

The main argument advanced by the Department of Finance is that the 
commission's only mandated function of establishing a uniform account­
ing system for health care facilities has been substantially accomplished. 
With the virtual completion of the accounting system for hospitals the only 
remaining task is the development of a similar system for long-term care 
facilities. However, the statutory authority relating to the powers and 
duties of the commission indicates that the commission may not have 
completed its mandated responsibilities. The law requires the commission 
to engage in the following: . 

"The commission shall establish approved systems of health facility 
accounting, uniform reporting, and auditing to create, to the extent 
feasible, one uniform, comprehensive state system which takes into 
accol!nt the data requirements of all state programs. . . . Adminis­
trative agehcies shall use the comprehensive system provided for 
in this section to the maximum extent feasible. " (Health and Safety 
Code Section 441.16 (c) ) 

Assuming that the commission has fulfilled its statutory purpose, there 
may be compelling reasons to delay the transfer of the commission's re­
maining duties to the Department of Health. One reason is ability of the 
Department of Health to administer additional responsibilities compe­
tently in the area of health facility data collection. The Department of 
Health's record in administering its present health facility duties is not an 
impressive one. Data is· collected by the Office of Statewide Health Plan­
ning and Research Development, Licensing and Certification Division, 
Medi-Cal Division, and the Administration Division. The lack of coordina­
tion among these various sections has resulted in duplication of effort and 
data. Consequently, hospitals are subjectedto,numerous forms and 
questionnaires requiring information data. In some instances, the Licens­
ing and Certification Division has sent the hospitals hastily prepared ques­
tionnaires which subsequently received little, if any, attention from the 
Department of Health. It may be noteworthy that the Health Facilities 
Commission is currently performing systems analysis work which will 
reduce some duplication within the Department of Health. 
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CALIFORNIA HEALTH FACILITIES COMMISSION-Continued 

Prospective Rate Setting 

Another comparison between the commission and the Department of 
Health can be made in the ar,ea of rate setting. The commission offered 
a report to· the Legislature proposing an economic stabilization program 
and later submitted a rate setting proposal tothe Social Security Adminis­
tration. The Department of Health also sent a proposal to the Social Secu­
rity Administration. The commission's proposal involved several years of 
activity and included the input of a nationally renowned expert in the field 
of rate setting, while the Department of Health proposal was developed 
in a haphazard manner over the course of several months. 

The question of whether the Health Facilities Commission should be 
eliminated has very significant implications for major issues which the 
Legislature will be confronting in the next several years.· The hospital 
inflation rate continues to increase in excess of other services.· Many 
people believe that some form of rate setting will occur· in the next few 
years. \ 

Since both the Department of Health and the Health Facilities Commis­
sion submitted proposals to develop a rate setting system, the crucialissue 
is who will administer rate setting? The federal government has awarded 
the grant to the Department of Health but the project has not been 
initiated because the JOint Legislative Budget Committee expressed con­
cern that full legislative review of the proposal be conducted prior to the 
commencement of work and the commitment of state funds. 

Under normal conditions, we do not recommend either the _establish­
ment or retention of commissions for the administration of government 
functions. We normally recommend existing departments assume respon­
sibility for administering functions rather than having a commission do it. 
However, we believe there should be a delay in the transfer of the com­
mission's functions to the Department of Health until the Legislature has 
thoroughly considered such a move. 


