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EMPLOYMENT DEVELOPMENT DEPARTMENT-CAPITAL OUTLAY-Con­
tinued 

Chico Handicapped Access and Alterations· 
We withhold recommendation on $210,0fJ0 to remodel the Chico office 

building, pending receipt of a budget estimate and additional information. 
(Withhold recQmmendation on Item 5100-301-870(1).} 

The budget proposes $210,000 for preliminary plans, working drawings 
and construction to remodel the Chico EDD office. The project includes 
remodeling restrooms to meet accessibility standards, enlarging storage 
space, and installing a suspended ceiling, insulation, and new lighting. 
While some of the work proposed may be necessary, the department has 
not fully justified the· need for a lowered ceiling and new lighting. In 
addition, we have not received a budget estimate. Accordingly, we with­
hold recommendation, pending an estimafe and additional justification. 

Indio Office Handicapped Access and Alterations 
We recommend deletion of $184,0fJ0 for the Indio office remodeling, 

because the project, as proposed, is not technically feasible. (Reduce 
Item 5100-301-870(3) by $184,0fJ0.} 

The budget proposes $184,000 for preliminary plans, working drawings 
and construction funds to remodel the Indio EDD office. The project 
includes: remodeling restrooms for handicapped standards, installing a 
suspended ceiling with new lighting, creating conference rooms and relo~ 
catingand replacing the heating, air conditioning and ventilation system 
with roof mounted units. While some of the proposed work may be need­
ed, the Office of Project Development and Management (OPDM) advises 
us that the project, as currently proposed, is not technically feasible. 
Consequently, we recommend deletion of the proposed funds.· 
Salinas Office Handicapped Access and Alterations 

We recommend deletion of $150,0fJ0 for the Salinas office remodeling 
and expansion because it does not appear that the project will meet the 
office's space needs in a cost efficient manner. (Reduce Item 5100-301-
870(4) by $150,0fJ0}. 

The EDD proposes to build a 600 square foot extension of its Salinas 
office in order to provide accessible employee restrooms and a new boiler 
room. The existing boiler room and restrooms would also be converted to 
a training/workshop room and janitor's closet. This workshop space would 
eliminate the need for EDD to lease separate premises to conduct training 
sessions (annual lease savings of approximately $7,000.) 

The proposed 600 square foot addition would cost $108,000($180 per 
square foot). This is nearly double the cost for typical office facilities. The 
proposed addition; coupled with $42,000 for the alteration portion of the 
project, do not represent a cost effective solution to EDD's space needs 
in Salinas. Consequently, we recommend the deletion of the funds forthe 
Salinas project. We urge the department to reconsider its proposal and 
develop a more cost efficient solution. 

Minor Projects 
We withhold recommendation, pending receipt of additional informa­

tion. 
The budget includes $1.3 million to undertake 34 minor capital outlay 

projects ($200,000 or less per project) at 24 EDD offices. This amount 
includes: 
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• $653,000 for the remodeling of 18 offices for an "open landscape" 
design, installing carpeting and purchasing moveable partitions. 
("Open landscape" refers to office design where most employees 
work in a large common room, separated by moveable partitions.) 

• $226,000 to install suspended ceilings, rework existing air conditioning 
ducts and install new light fixtures in five offices. 

• $109,000 for remodeling restrooms in four offices for handicapped 
accessibility. 

• $149,000 to add rooms for either job development workshops, comput­
ers or storage at four offices. 

• $117,000 for miscellaneous minor alterations to three offices. 
The EDD has indicated a desire to improve existing facilities, but has 

not identified the specific problems and to what degree the proposed 
work will mitigate the problems. Moreover, EDD has provided no details 
to substantiate the estimated cost of the various projects. Consequently, 
we withhold recommendation, pending receipt of this information. 

Supplemental Report Language 
For purpose of project definition and control, we recommend that the 

fiscal subcommittees adopt supplemental report language which de­
scribes the scope of each of the capital outlay projects approved under this 
item. 

EMPLOYMENT DEVELOPMENT 
DEPARTMENT-REAPPROPRIATION 

Item 5100-490 from federal 
funds 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

Budget p. HW 126 

This item reappropriates local assistance funds for employment and 
training programs under the federalJob Training Partnership Act (JTPA). 
The item contains Budget Bill language that allows the Employment 
Development Department (EDD) to carry forward into 1987-88 allJTPA 
local assistance funds which are unexpended in the current year. Without 
this language, the EDD would be required to notify the Legislature of its 
intent to carryover these funds through the process established by Section 
28 of the Budget Bill. The item also requires the EDD to notify the 
Legislature by December 1, 1987 of the actual amount of JTPA local 
assistance funds carried over into 1987-88. 

Our analysis indicates that establishing a reappropria,tion item for these 
federal funds is appropriate for two reasons. First, the funds come from 
the federal government; there are no state funds in this item that might 
be recaptured if not spent. Second, the state has no direct programmatic 
authority over these funds. The state's role is that of an intermediary­
passing the JTP A funds from the federal government to the local program 
operators. Therefore, we recommend approval of this item. 
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> 

Health.and Welfare Agency 

DEPARTMENT OF REHABILITATI.ON 

Item 5160 from the General 
. Fund and Federal Trust Fund Budget p. HW 140 

Requested 1987-88 .... : .................................................................... . 
Estimated 1986-87 .......................................................................... .. 
Act:ual 1985-86 ... , ..... , ................ , .......................... ; ............................ . 

Requested increase (excluding amount 
. for salary increases) $2,703,000 (+3.1 percent) 

Total recommended reduction ................................................... . 
Recommendation l?ending " ........................................................ .. 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description· 
5100-001-001-Support 
5160-OO1-890-Support 
5160-001-942-Support 
5160-101-001-Local Assistance 
Reimbursements 

Total 

Fund 
General 
Federal Trust 
Vending Stand Account 
General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$89,352,000 
86,649,000 
80,890,000 

None 
61,157,000 

Amount 
$18,689,000 
(99,748,000) 
(1,540,000) 
65,599,000 
5,064,000 

$89,352,000 

Analysis 
page 

1. Additional Federal Funds. Recommend that prior to 
budget hearings, the department advise the fiscal commit­
tees regarding its plans to .. use available, but unbudgeted, 

713 

federal funds. 
2. Work Activity Program Rates. Recommend that prior to 

budget hearings, the department provide the fiscal commit­
tees. with the potential costs and benefits of alternative 
Work Activity Program (W AP) rate· systems. . 

3. Work Activity Program and Supported Employment Pro­
gram Caselo~ds. Withhold recommendation. on $61.2 
million in General Fund support for the W AP and Supp()rt-
ed Employment Program pending receipt of updated case-
load data in the May revision. 

GENERAL PROGRAM STATEMENT 

714 

714 

The Department of Rehabilitation (DOR) ::I.ssists disabled persons to 
achieve social and economic independence by providing vocational 
rehabilitation and habilitation services. Vocational rehabilitation services 
seek to place disabled individuals in suitable employment. Habilitation 
services help individuals. who are unable to benefit from . vocational 
rehabilitation ac4ieve and function at their highest levels. 
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The department is authorized 1,537.5 personnel-years (PYs) in the cur~ 
rent year. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes an appropriation of $89.4 million from the General 

Fund and reimbursements for support of the Department of Rehabilita­
tion in 1987-88. This is an increase of $2.7 million, or 3.1 percent, above 
estimated current-year expenditures. The budget has been reduced by 
$189,000, which is approximately 1 percent of the General Fund support, 
as a "Special Adjustment." 

Total program expenditures, including expenditures from federal funds, 
special funds, and reimbursements are proposed at $190.6 million, an in­
crease of $2.9 million, or 1.5 percent, above estimated current-year ex­
penditures. Table 1 displays program expenditures and funding sources 
from the prior, current, and budget years. Table 2 shows the number of 
PYs for the department during the period 1985--86 through 1987--88. 

The expenditure tables which follow have not been adjusted to reflect 
any potential savings in 1986--87 which may be achieved in response to the 
Governor's Decemb.er 22, 1986 directive to state agencies and depart­
ments to reduce General Fund expenditures. 

Table 1 
Department of Rehabilitation 

Budget Summary 
1985-86 through 1987-mJ 
(dollars in. thousands) 

Program 
Vocational Rehabilitation ........................... . 
Habilitation Services ................................... . 
Support of Community Facilities ............. . 
Administration ............................................... . 

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

Funding Sources 
General Fund ................................................ . 
Federal Trust Fund ..................................... . 
Vending Stand Account ... : ........................ .. 
Reimbursements ........................................... . 

a Not a meaningful figure. 

Actual Est. 
1985-86 1986-!J7 
$100,532 $109,050 

53,618 59,272 
8,050 8,128 

11,845 11,336 

$174,045 $187,786 

$76,364 
91,870 
1,285 
4,526 

$81,585 
99,773 
1,364 
5,064 

Table 2 

Department of Rehabilitation 
Personnel-Years 

1985-86 through 1987-mJ 

Actual Est. Prop. 
Program 1985-86 1986-87 1987-&J 
Vocational Rehabilitation ............ 1,381.0 1,336.5 1,330.8 
Habilitation Services ...................... 20.5 19.4 19.4 
Support of Community Facilities 13.2 11.5 12.4 
Administration ................................. 192.8 170.1 168.1 --

Totals ........................................ 1,607.5 1,537.5 1,530.7 

Prop. 
1987-&J 
$109,110 

61,772 
8,513 

11,245 

$190,640 

$84,288 
99,748 
1,540 
5,064 

Percent Change 
From 1986-87 

NMF a 

4.2% 
.4.8 
-0.8 

1.5% 

3.3% 
NMFa 

12.9 

Change 
From 1986-87 

Amount Percent 
-5.7 -0.4% 

0.9 7.8 
-2.0 -1.2 -
-6.8 -0.4% 
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DEPARTMENT Of REHABILITATION-Continued 

General Fund Request. Table 3 identifies the significant changes in 
General Fund expenditures proposed for 1987--88, Several of these 
changes are discussed later in this analysis. 

Table 3 

Department of Rehabilitation 
Proposed 1987-88 General Fund Budget Changes 

(dollars in thousands) 

Adjustments 
1986-87 expenditures (revised) ................................................................. . 
1. Program change proposals 

a. Elimination of Project Interdependence ...................................... -$292 
h. Work Activity Program/Supported Employment Program-

caseload increase ...... :........................................................................... 2,757 
c. Additional position for Comrriunity Resources section .............. 50 

Total, Progr;tm Change Proposals ................................................... . 
2. Other Adjustments 

a. Reader Services for Blind Students (Ch 903/85) ....... : ........ :....... --'$58 
h. Special 1 percent adjustment .......................................................... -189 
c. Replace one-time federal funding for Independent Living 

Centers ................................................................. ~................................ 135 
d. Replace one-time funding for Independent Living' Centers 

(Ch 1440/85) ...............................................................•....... ;................. 300 

Total, Other Adjustments ................................................................... . 
1987-88 expenditures (proposed) ............................................................. . 
Change from 1986-87; 

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

ANALYSIS AND RECOMMENDATIONS 

Totals 
$81,585 

$2,515 

$188 
$84,288 

$2,703 
3.3% 

We recommend approval of the following program changes which are 
not discussed elsewhere: 

• An increase of $50,000 from the General Fund to support one addi­
tional position in the Community Resources Development section. 

• An increase of $1.3 million from federal funds and vending stand fees 
to augment vending stand services under the Business Enterprise' 
Program. 

• A reduction of $292,000 and 4.7 PYs due to elimination of Project 
Interdependence. 

VOCATIONAL REHABILITATION SERVICES 
Vocational rehabilitation services are provided by the department's 

counselors and by nonprofit organizations. Counselors (1) evaluate appli­
cants for services, (2) work with clients to develop their rehabilitation 
plans, (3) authorize the purchase of services necessary to implement the 
plans, (4) supervise the progress of each client in their caseload, and (5) 
follow-up to verify rehabilitation. Nonprofit organizations-which include 
sheltered workshops, facilities for the deaf and blind, and independent 
living centers-provide counseling, job development, placement, and 
supportive services. . . 

The federal and state governments share in the cost of the basic Voca~ 
tional Rehabilitation (VR) services. The state pays 20 percent of the cost 
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of the basic VR program, while the federal government pays 80 percent 
of the costs. In addition, the federal government reimburses DOR for the 
full cost of successfully rehabilitating certain VR clients. 

The budget proposes an expenditure of $120 million from all funding 
sources for VR services and associated administration in 1987-88. This is 
an increase of $155,000, or 0.1 percent, above estimated current-year ex­
penditures. Of the total, $17.4 million is requested from the General Fund, 
$96.1 million is from federal funds, and $6.5 million is from fees and reim­
bursements. 

The budget also proposes to spend an additional $3.2 million in federal 
VR funds for grants to community facilities. 

Department Does Not Propose to Use All Available Federal Funds 
We recommend that prior to budget hearings, the department advise the 

fiscal committees on (1) the actual level of federal funds available to the 
state during 1986-87 and 1987-88, (2) what amount of available, but un­
budgeted, funds it intends to use, and (3) how it plans to use the additional 
funds. 

The budget document estimates that federal funds for basic support of 
the rehabilitation program will total $94.3 million in the current year and 
$96 million for the budget year. These amounts, however, do not reflect 
recent congressional action that increased nationwide VR funding from 
$1.1 billion in federal fiscal year 1986 (FFY 86) to $1.3 billion in FFY 87, 
an increase of 12 percent. This increase will result in an additional $6 
million for California in the current year. Furthermore, the department 
assqmes that the FFY 88 appropriation will be 5 percent above the FFY 
87 appropriation. If this occurs, the department will have available an 
additional $7 million above the amount proposed in the 1987-88 budget. 

We believe the department should make every effort to use available 
federal funds in order to provide increased rehabilitation services to the 
disabled. Under federal law, the state must provide a 20 percent match in 
order to obtain federal VR funds. This matching requirement need not 
occur directly from the General Fund,however. There are a number of 
ways the department can leverage available federal funds without requir­
ing additional General Fund resources. For example, through cooperative 
programs with local schools, DOR utilizes education funds to match fed-
eral VR funds. . 

In order to ensure that the Legislature has an opportunity to review all 
funds available to the department, we recommend that prior to budget 
hearings, DOR advise the fiscal committees on (1) the amount of available 
federal funds, (2) the amount of unbudgeted federal funds it intends to 
use, and (3) how it intends to use the additional funds. 

HABILITATION SERVICES 
The department serves individuals through the habilitation services 

program who are too severely disabled to benefit from the VR program. 
Habilitation services include (1) the Work Activity Program (WAP), (2) 
the Supported Employment Program (SEP) , and (3) Counselor-Teacher 
and Reader Services for the blind. The objectives of WAP are to (1) 
provide clients with stable work in a sheltered setting, (2) increase clients' 
vocational productivity and earnings, and (3) to the extent possible, de­
velop clients' potential for competitive en:..ployment. Compared to WAP, 
the major objective of SEP is to provide training and supportive services 
to clients so that they can engage in competitive employment. 
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DEPARTMENT OF REHABILITATION-Continued 

WAP Provider Rates Up In the Air 
We recommend ,that prior to budget hearings, the department provide 

the fiscal committees with data comparing the potential costs and benefits 
of (1) enacting a new WAP rate structure in 1987-88 or 1988-89 or (2) 
reverting to cost-based rates on July 1, 1988. 

Chapter 135, Statutes of 1984, froze the rates DOR pays to WAPprovid­
ers at the 1983-84 level until July 1, 1988 subject tolegislative adjustments. 
If no new rate structure is established by that date, the cost-based rates 
in effect prior to the rate freeze would be reactivated. The Legislature 
enacted Chapter 135 because of serious concerns regarding the adequacy 
of the cost-based rates. While the rates were frozen, the administration 
and W AP providers were supposed to work together to develop a better 
rate system. , 

Lengthy negotations between, the administration and providers over 
the past several years have not produced a new rate system. Unless new 
rates are enacted through legislation, the old rate system will resume in 
1988-89. Based6n conversations with providers and the department, we 
understand several alternative rate systems have been considered. At the 
time this analysis was prepared, however, the department could not tell 
us (1) what rate proposals it is considering or (2) the General Fund cost 
of enacting a new rate system compared to the cost of reverting to the old 
rate system. 

It is likely that changing the W AP rates:-whether reverting to the old 
cost-based system or establishing a new rate system-will result in in­
creased General Fund costs. This is because the current rates are artificial­
ly low as a result of being frozen for three years. Without information on 
the alternative rate systems under consideration, however, we are unable 
to advise the Legislature on the magnitude of the cost increase which 
would result from enacting new rates or reverting to the old ones. We are 
also unable to analyze the merits of the various alternatives. 

We believe that before it can make a decision the Legislature needs to 
assess the fiscal impacts and policy implications of the various rate systems. 
Therefore, we recommend that prior to budget hearings, the department 
provide the fiscal committees with data comparing the costs and benefits 
of enacting a new rate proposal or reverting to the cost-based rate on July 
1, 1988. This information should compare the short- and long-term costs 
and benefits of the various rate systems. 

WAP' and SEP Caseloads Are Potentially Underfunded 
We withhold recommendation on $61.2 million in General Fund sup­

port requested for WAP and SEp, pending receipt of updated caseload 
data in the May revision. 

The budget proposes $61.2 million from the General Fund for the W AP 
and SEP in 1987-88. Of this amount, $59.9 million is proposed for local 
assistance grants to work activity centers and supported employment 
programs and $1.3 million is for state administration of these programs. 

Budget Proposal Ignores Department's Caseload Forecast. The 
budget proposal assumes that the combined W AP and SEP caseloads will 
grow by 6.7 percent in 1987-88. This consists of a decrease in the WAP 
caseload and an increase in the SEP caseload. 

The budget's assumption that the total caseload will grow by 6.7 percent 
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is inconsistent with the department's own caseload forecast which predict­
ed an 8.3 percent growth rate. The department advises that it adjusted the 
estimate of caseload down from 8.3 percent to 6.7 percent because histori­
cally the growth rate in the program has been between 6 percent and 7 
percent. If caseloads grow by 8.3 percent, instead of 6.7 percent, then the 
budget is underfunded by about $1 million. 

We believe that the budget caseload estimate is flawed for three rea­
sons. First, we would expect the total W AP and SEP caseload to grow by 
a larger amount than in the past because of the expansion of the SEP, 
which began in the current year. This expansion is occurring due to the 
following factors: 

• Establishment of 10 new supported employment pr9grams annually 
for five years under a federal grant, beginning in 1986-87. 

• Enactment of a special rate structure for supported employment be­
ginning in September 1986 (pursuant to Ch 972/86). 

• Widespread encouragement and enthusiasm for the supported em­
ployment concept at the federal, state, and community levels. 

Second, while we agree with DOR that some of the caseload growth in 
SEP will be offset by reduced caseload in basic WAP, the department has 
no data from which to conclude that the basic W AP caseload will decrease 
by 2.6 percent in 1987-88. 

Third, the SEP caseload estimate for 1987-88 is based on the budgeted, 
rather than the actual caseload experience for 1986-87. Because the actual 
caseloads for the current year are running above the budgeted amounts, 
the 1987-88 caseload is probably understated. 

In sum, we have no analytical basis for recommending approval of the 
department's budget for WAP and SEP. The department advises that it 
will have additional caseload data available in time for the May revision. 
These data should provide a more accurate assessment of the impact of 
SEP on total caseload growth. Consequently, we withhold recommenda­
tion on $61.2 million in General Fund support budgeted for W AP and SEP 
pending receipt of updated caseload estimates for these programs in May. 
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DEPARTMENT OF SOCIAL SERVICES 
SUMMARY 

The Department of Social Services (DSS) is the single state agency 
responsible for supervising the delivery of cash grants and social services 
to needy persons in California. Monthly grant payments are made to 
eligible recipients through two programs-Aid to Families with Depend­
ent Children (AFDC) and the Supplemental Security Income/State Sup­
plementary Program (SSI/SSP). In addition, welfare recipients, 
low-income individuals, and persons in need of protection may receive a 
number of social services such as information and referral, domestic and 
personal care assistance, and child and adult protective services. The 
budget proposes total expenditures by the department of $9.4 billion in 
1987-88. This is an increase of $364 million, or 4 percent, above estimated 
current year expenditures. Table 1 identifies total expenditures from all 
funds for programs administered by DSS, for the past, current, and budget 
years. 

Table 1 

Department of Social Services 
Expenditures and Revenues, by Program 

All Funds 
1985-86 through 1987-88 
(dollars in thousands) 

Actual Est Prop. 
Program 1985-86 1986-87 1987-88 
Departmental Support .............................. $229,192 $231,049 $222,586 
AFDC a 

.......................................................... 3,859,802 4,104,704 4,133,122 
SSI/SSP b ...................................................... 2,636,658 2,963,887 3,160,466 
Special Adult Programs ............................ 2,577 2,591 3,183 
Refugee Programs ...................................... 52,152 47,598 43,282 
County Welfare Department Adminis-

tration a .................................................. 650,215 710,976 757,864 
Social Services Programs a ........................ 771,697 1,000,912 1,104,562 
Community Care Licensing .................... 11,146 12,069 13,091 

Totals ...................................................... $8,213,439 $9,073,786 $9,438,156 

Funding Sources 
General Fund .............................................. $3,708,116 $4,250,161 $4,514,964 
Federal Funds b .......................................... 4,077,668 4,353,507 4,443,404 
County Funds .............................................. 416,955 453,431 459,237 
Reimbursements ........................................ 8,555 14,378 15,105 
State Children's Trust Fund .................... -851 2,340 5,415 
Special Deposit Fund ................................ 2,996 
Foster Family Home Insurance Fund .. -31 31 

a Includes county funds. 
b Includes SSI federal funds. 
C Not a meaningful figure. 

Change From 
1986-87 

Amount Percent 
-$8,463 -3.7% 

28,418 0.7 
196,579 6.6 

592 22.8 
-4,316 -9.1 

46,888 6.6 
103,650 lOA 

1,022 8.5 

$364,370 4.0 

$264,803 6.2 
89,897 2.1 
5,806 1.3 

727 5.1 
3,075 131.4 

31 NMF c 

Table 2 shows the General Fund expenditures for cash grant and social 
services programs administered by DSS. The budget requests a total of 
$4.5 billion from the General Fund for these programs in 1987-88. This is 
an increase of $265 million, or 6.2 percent, above estimated current year 
expenditures. 
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Table 2 

Department of Social Services 
General Fund Expenditures 

1985-86 through 1987-88 
(dollars. in thousands) 

Item 5180 

Actual Est. Prop. a 

Change from 
1986-87 

Program 1985-86 1986-87 1987-88 
Departmental Support .................... $68,138 $78,610 $72,022 
AFDC .............................................. : ... 1,789,787 1,952;302 1,985,342 
SSI/SSP ........................................... , .... t407,725 1,637,517 1,768,251 
Special Adult Programs .................... 2,565 2,516 3,108 
County Welfare Department Ad-

ministration ........................... : .... 124,965 140,635 156,863 
Social Services Programs ................ 306,636 430,584 520,995 
Community Care Licensing ............ 8,300 7,997 8,383 

Totals ............................................ $3,708,116 $4,250,161 $4,514,964 

a Includes proposed cost-of-living adjustments and other legislation. 

". . . 

OVERVIEW OF ANALYST'S RECOMMENDATIONS 

Amount 
$6,588 
33,040 

130,734 
592 

16,228 
90,411 

386 

$264,803 

Percent 
~8.4% 

1.7 
.8.0 
23.5, 

11.5 
21.0 
4.8 

6.2% 

We are recommending a net increase 6f $42.5 million from the amount 
proposed for expenditure from all funds. This amount consists of $17.4 
million from the General Fund and $25.1 million in federal funds. In 
addition, weare withholding recommendation on $2.5 million in proposed 
expenditures, pending receipt of additional information. Our recommen-
dations are summarized in Table 3. . 

Table 3 

Department of SQcial Services 
Summary of Legislative Analyst's Recommendations 

(dollars in thousands) 

Recommendations 
General 

Program Fund 
Department Support ................................... . $951 
AFDC .............................................................. .. 23,400 
SSI/SSP ...................................... : ....... ; ............ . 
Special Adults ................................................ .. 
Refugees ......................................................... . 
County Administration .... :; ......................... . -2,382 
Social Services .............................................. .. -5,000 
Community Care Licensing ...................... .. 402 
Cost-of-Living Adjustments ...................... .. 

Totals ....................................................... . $17,371 

Federal 
Fund 

$27,400 

-4,700 
2,419 

$25,119 

All Pending 
Funds (all funds) 

$951 
50,800 

-7,082 2,500 
-2,581, 

402 

$42,490 $2,500 
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Department of Social Services 

DEPARTMENTAL SUPPORT 

Item 5180-001 from the General 
Fund and Federal Trust Fund Budget p. HW 148 

Requested.1987--88 ..... , ................................................................... . 
Estimated 1986-87 ................................................. ; ......................... . 
Actual 1985-86 ................................................................................. . 

$81,675,000 
87,588,000 
76,693,000 

951,000 

Requested decrease (excluding. amount 
for salary increase,s) $5,913,000 (-.6.8 percent) 

Total recommended iricrease ..................................................... . 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description . ., ... 
5180-001-001-Department of Social Services General 

Fund Amount 
$71,970,000 

Support 
5180-001-131-Department of Social Services 

Support 
Foster Family Home and 
Small Family Home 
Insurance 

(603,000) 

5180-001-890--Department of Social Services 
Support 

Reimbursements 

Total 

" Federal (140,751,000) 

9,705,000 

$81,675,000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Statewide Automated Welfare System (SAWS). Recom­

mend that the Legislature adopt supplemental report lan­
guage requiring the Department bf Social Services to 
determine the cost~effectiveness of SAWS. 

2. Community Care Licensing. Increase Item 5180-001-001 by 
$951~OOO; Recommend tra~sfer of $951,000 from Item 
5180-151-001 for increasedfainily day care licensing due to 
the implementation of the Greater Avenues for Independ­
ence program. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

723 

724 

The Department of Social Services (DSS) administers income mainte­
nance, food stamp, and social services programs. It also is responsible for 
(1) licensing and evaluating nonmedical community care facilities and (2) 
determinirig the medical! vocational eligibility of persons applying for 
ben~fits under the Disability Insurance program, Supplemental Security 
Income/State Supplementary Program (SSIISSP), and Medi-Cal/medi-
cally needy program. . 

The department is authorized 3670.1 personnel-years to administer 
these programs in the current year. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes expenditures of $81.7 million from the General 

Fund and reimbursements for support of the department in 1987--88. This 
is a decrease of $5.9 million, or 6.8 percent, from estimated current-year 
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expenditures. Of this amount, the budget has been reduced by $728,000, 
which is approximately 1 percent of the General Fund support, as a "spe-
cial adjustment." . 

The budget proposes expenditures from all funds, including reimburse­
ments, of $222.6 million. This is $8.5 million, or 3.6 percent, below estimat­
ed current-year expenditures. 

The expenditure tables which follow have not been adjusted to reflect 
any potential savings in 1986-87 which may be achieved in response to the 
Governor's December 22, 1986 directive to state agencies and depart­
ments to reduce General Fund expenditures. 

Table 1 identifies the department's expenditures by program and fund­
ing source for the past, current, and budget years. 

Table 1 

Department of Social Services 
Budget Summary 

198!H16 through 1987-88 
(dollars in thousands) 

Actual Est. Prop. 
Program 1985-86 1986-87 1987-88 
AFDC-FG&U ...................................... $4,249 $5,105 $4,988 
AFDC-FC ............................................ 22,014 16,784 16,901 
Child Support ...................................... 7,375 8,670 9,557 
SSI/SSP ................................................ 768 807 810 
Special Adult programs .................... 277 306 309 
Food Stamps ....................... , ................ 17,445 19,412 20,788 
Refugee· programs 

Cash Assistance .............................. 2,343 2,943 2,928 
Social Services ................................ 1,545 1,453 1,344 
Targeted Assistance ...................... 853 962 972 

Child welfare services ...................... 3,597· 3,678 4,027 
County Services Block Grant.. ........ 800 709 687 
IHSS ...................................................... 2,423 2,509 . 2,316 
Employment programs .................... 25,703 4,863 5,698 
Adoptions ............................................ 6,992 7,202 7,033 
Child Abuse Prevention .................. 1,867 2,113 2,058 
Community Care Licensing ............ 25,762 32,642 30,028 
Disability Evaluation ........................ 93,429 108,275 106,861 
Administration .................................... 11,750 12,616 6,009 
Special Adjustment ............................ -728 ---

Totals ............................................ $229,192 $231,049 $222,586 
Funding Sources 
General Fund ...................................... $68,138 $78,610 $72,022 
Federal funds ...................................... 149,439 143,490 140,751 
Reimbursements ................................ 8,555 8,978 9,705 
Special Deposit Fund ........................ 2,996 0 
State Children's Trust Fund ............ 64 2 77 
Foster Family Home Insurance 

Fund .............................................. -31 31 

a Not a meaningful figure. 

Change from 
1986-87 

Amount Percent 
-$117 -2.3% 

117 .7 
887 10.2 

3 .4 
3 1.0 

1,376 7.1 

-15 ,.-.5 
-109 -7.5 

10 1.0 
349 9.4 
-22 -3.1 

-193 -7.7 
835 17.1 

-169 -2.3 
-55 -2.6 

-2,614 -8.0 
-1,414 -1.3 
-6,607 -52.3 

-728 -100.0 ---
-$8,463 -3.6% 

-$6,588 -8.4% 
-2,739 -1.9 

727 8.1 

75 NMF a 

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

expenditures that are proposed for 1987-:88. Several of the individual 
changes are discussed later in this analysis. 

Table 2 

Department of Social Services 
Departmental Support 

Proposed 1987-a8 General Fund Changes 
(dollars in thousands) 

1986-87 expenditures (revised) ........................................................................... . 

Proposed changes 
A. Workload adjustments 

1. Expiration of limited-term positions ..................................................... . -$2,619 
2. Reduction in one-time costs ... , .................. : .............................................. . 
3. Retirement benefits ................................................................................... . 
4. One-time administrative costs-disaster relief ................................... . 
5. Full-year cost of phased-in positions ..................................................... . 

Total .............................................................................................................. .. 
B. Cost adjustments 

1. One-time grant costs-disaster relief .................................................. .. 
2 .. Special adjustment ..................................................................................... . 
3. Board of Control claims ........................................................................... . 

Total ............................................................................................................... . 
C. Program adjustments . 

1. ,Reductions due to office automation ................................................... . 
2. Net cost of hearing officer upgrades ................................................... . 
3. Foster Care rates and audit appeals-extension of limited-term 

positions ....................................................................................................... . 
4. Child support and fraud prevention activities ........ ; .......................... . 
5. Transfer of Temporary Emergency Food Assistance program ..... . 
6. Greater Avenues for Independence ..... : ............................................... . 
7. Foster Family Home and Small Family Home Insurance Fund ... . 
8. Data processing equipment.. ................................................................... . 
9. Provision of bilingual services ................................................................. . 

10. County automation and fraud prevention activities ......................... . 
11. Community Care Licensing-establishment of permanent posi-

tions .......................................... ; ................................................... : ................. . 
12. Disability Evaluation Division-increase in state program ............. . 
13. Other ............................................................................................................. . 

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

1987-88 expenditures (proposed) ....................................................................... . 
Changes from 1986-87:, 

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

Proposed Position Changes 

-1,930 
28 

-2,150 
656 

-4,613 
-728 

8 

-89 
158 

485 
93 

364 
618 
388 
101 
21 

729 

1,498 
248 
146 

$78,610 

-6,015 

-5,333 

4,760 

$72,022 

-$6,588 
-8.4% 

The budget requests authorization for 3,807.5 positions in'1987-:88. This 
is a net increase of 51.5 positions, or 1.4 percent. The proposed net increase 
reflects an increase of 143 positions and a decrease of 91.5 positions. The 
single largest increase--43.1 positions-is due to continuation of specified 
positions in the Community Care Licensing Division necessary for the 
implementation of several pieces oflegislation. Most of the decrease-60.3 
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position~reflects decreased workload in the Disability EvaluationDivi­
sion. Table 3 displays the position changes proposed for 1987-88. 

Table 3 
Department of Social Services 

Proposed Position Changes 
1987-88 

Total 
Existing Proposed 

Progrl/Ill Positions Reductions Additions Positions 
AFDC-FG/U ............................................ 291.6 -11.2 10.3 290.7 
Employment Programs .......................... 46.6 11.0 57.6 

GAIN ...................................................... (36.6) (-) (11.0) (47.6) 
WIN-Demo .............. ; ............................. (10.0) (-) (-), (10.0) 

AFDC-FC .................................................. 50.2 -0.8 28.6 78.0. 
AFDC-Child Support Enforcement .... 63.5 -0.6 6.6 69.5 
SSI/SSP ...................................................... 10.5 10.5 
Special Adult programs ........................ 3.5 3.5 
Food Stamps ............................................ 286.1 -10.5 23.2 298.8 
Refugee'programs .................................. 79.5 -0.3 2.0 81.2 

Cash Assistance .................................... (25.2) (-0.3) (1.0) (25.9) 
Social Services ........... : .......................... (14.0) (-) (0.5) (14.5) 
Targeted Assistance ............................ (40.3) (-) (0.5) (40.8) 

Disability Evaluation .............................. 1,913.2 -60.3 9.8 1,862.7 
In-Home Supportive Services .............. 43.5 -0.1 1.0 44.4 
Child Welfare Services .......................... 65.2 65.2 
County Services Block Grant .............. 14.6 0.2 14.8 
Adoptions .................................................. 147.8 -2.9 0.2 145.1 
Maternity Care ........................... ; ............ 0.7 0.7 
Deaf Access .............................................. 4.7 4.7 
Child Abuse Prevention ........................ 33.4 -2.1 3.0 34.3 
Community Care Licensing ................ 589.2' -0.8 43.1 631:7 
Services to other agencies .......... ; ......... 1ll.9 -1.9 4.0 114 

Totals .................................................. 3,756.0 -91.5 143.0 3,807.5 

ANALYSIS AND RECOMMENDATIONS 

Net Changes 
Amount Percent 

-0.9 -0.3% 
11.0 23.6 

(11.0) (30.0) 
(0) ,(0) 

27.8 55.4 
6.0 9.4 

12.7 4.4 
1.1. 2.1 

(0.7) (2.7) 
(0.5) (3.5) 
(0.5) (1.2) 

-50.5 -2.6 
0.9 2.0 

0.2 
. 
1.3 

-2.7 -1.8 

0.9 2.7 
42.3 7.2 
2.1 1.9 

51.5 1.4% 

We recommend approval of the following program changes that, are not 
discussed elsewhere in this analysis: . 

• An increase of $5 million, ($346,000 General Fund) due to transfer of 
the Temporary Emergency Food Assistance program from the De­
partment of Education to the Department of Social Services. 

• An increase of $1.2 million ($618,000 General Fund) for the GAIN 
program to add 1 support position and extend 10 limited-term posi~ 
tions into the budget year. 

• An increase of $1.5 million from the General Fund to convert 26 
limited-term Community Care Licensing positions to permanent sta­
tus and to continue 13.5 positions for one year. 

• An increase of $1.5 million ($729,000 General Fund) for increased 
county automation and fraud prevention activities. .' . 

• An increase of $915,000 ($248,000 General Fund) to provtde for in­
creased workload and medical costs as a result of the settlement in the 

. Visser v .. Kizer court· case, .' .' 
'. An increase of $886,000 ($485,000 General Fund) for continuation of 

(1) 18 limited-term positions in the Foster Care Rates Bureau and (2) 
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1.5 positions for foster care rate appeals. 
• An increase of $512,000 ($280,000 General Fund) to implement vari­

ous legislative measures regarding provision of bilingual services, 
child abuse prevention training, and hearing officer upgrades. 

• An increase of $634,000 ($388,000 General Fund) for operation of the 
Foster Family Home and Small Family Home Insurance Fund. 

• An increase of $125,000 ($101,000 General Fund) for purchase of addi­
tional data processing equipment. 

• An increase of $68,000 (federal funds) for additional refugee statistical 
reporting requirements. 

• An increase of $40,000 (General Fund) to review county contracts for 
provision of In-Home Supportive Services. 

• A net increase of $392,000 ($93,000 General Fund) for child support 
and fraud prevention activities. . 

• A decrease of $2.2 million (federal funds) due to (1) decreased work­
load in the Disability Evaluation Division (DED) and (2) the redirec­
tion of funds to establish an overtime blanket to process the 
fluctuating, ongoing DED workload. 

• A decrease of $147~000 ($89,000 General Fund) due to efficiencies 
resulting from the office automation project. 

Enhanced Federal Funding For SAWS Is Unlikely 
We recommend that the Legislature adopt supplemental report lan­

guage requiring DSS to report on whether the Statewide Automated Wel­
Fare System will be cost-eFFective !lased on data From the San Diego 
automated intake and benefit computation pilot project. 

The 1987-88 budget proposes a total of $13.4 million ($5.3 million Gen­
eral Fund) to support county costs associated with the development of the 
Statewide Automated Welfare System (SAWS) project. In addition, the 
budget requests $294,000 ($108,000 General Fund) in order to continue 
seven limited-term positions within the department that work on SAWS. 
The purpose of the project is to automate county welfare department 
operations in a manner that allows local control over the actual design and 
operation of the computer system. 

The budget assumes that the federal government will fund 50 percent 
of these automation costs. The federal government, however, will fund 90 
percent of these costs if it has approved a state's proposal for a statewide 
automated system. During the design of SAWS, the department attempt­
ed to obtain this higher level of federal funding in order to reduce the cost 
of the project to the state and county governments. 

The DSS advises, however, that the federal government probably will 
not approve the state's request for enhanced funding. According to the 
department, the federal government does not consider the SAWS ap­
proach-where counties are free to design local computer systems within 
the framework provided by DSS-to be a statewide computer system. 

The DSS estimates that the cost of SAWS will total roughly $200 million 
when complete. Since the state's share will likely total at least 25 percent 
of that amount, or $50 million, we believe that the Legislature needs 
information on the costs and benefits of the proposed system before large 
amounts of General Fund monies are invested. 

In . light of the significant fiscal effects of this project, DSS needs to 
carefully plan the next steps in the design of SAWS. The department is 
beginning a four-county pilot of the main SAWS component-automated 
intake and benefit computation. While we believe that automating these 
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activities will result in administrative savings, there are a number of ways 
to approach the task. The pilot project will test one such approach. A 
slightly different approach has been implemented already in San Diego 
County. According to DSS, San Diego County will complete a post-im­
plementation evaluation of this project by December 1987. The evaluation 
will examine the cost-effectiveness of the San Diego approach to automa­
tion. 

We think the findings from San Diego will provide valuable insight into 
the cost-effectiveness of both the San Diego and the state's pilot project 
approach to automating welfare department operations. The two ap­
proaches are sufficiently similar that the findings from San Diego will 
generally apply to the state's pilot, as well. We recorrimend approval of the 
four-county pilot; we also think that the results from San Diego will allow 
any adjustments that might be needed to maximize the cost-effectiveness 
of SAWS. 

Therefore, we recommend that the Legislature adopt supplemental 
report language requiring DSS to report on whether SAWS will be cost­
effective from the state's perspective based on the cost and benefits of the 
San Diego automated intake and benefit computation pilot project. 

The following language is consistent with this recommendation: 
'The Department of Social Services shall report to the fiscal committees 

and the Joint Legislative Budget Committee by January 1987 on the costs 
and benefits of the automated intake and benefit computation pilot 
project conducted in San Diego. This report also shall discuss the implica­
tions of the results in San Diego on the proposed design of the Statewide 
Automated Welfare System (SAWS) project. The department shall use 
the data from San Diego to project the cost-effectiveness of SAWS to the 
state." 

Funds for Increased Day Care Licensing Should be Budgeted in This Item 
We recommend that $951~OOO be trimsferred from Item 5180-151-001 to 

thi .. item in order to handle increased day care licensing workload which 
will result from implementation of the GAIN program. (Increase Item 
5180-001-001 by $951~OOO.) 

In our analysis of the budget for the Greater Avenues for Independence 
(GAIN) program, we recommend that $951,000 be transferred from Social 
Services programs (Item 5180-151-001) to departmental support (Item 
5180-001-001). We make this recommendation in order to more properly 
reflect where funds for day care licensing should be budgeted. According­
ly, we recommend that $951,000 be transferred from Item 5180-151-001 to 
the departmental support budget. 

Saturated Work Initiative Model 
Chapter 1314, Statutes of 1985, requires DSS to report to the Legislature 

on the success of San Diego County's Saturated Work Initiative Model 
(SWIM) project in helping AFDC recipients find a job and become self­
supporting. The legislation also requires the Legislative Analyst to com­
ment on the report's findings and conclusions. The department issued its 
first report in December 1986. A final report is due in December 1987. 

The design of the SWIM project is quite similar to that of the GAIN 
program, with two major differences. First, the two programs provide 
services in a different order. The GAIN program provides education and 
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job search training first and then provides skill training and work experi­
ence for those individuals who do not find a job during the job search 
component. The SWIM project begins with job search and work experi­
ence and delivers education and training for those who are not employed 
after job search. Second, the two programs serve slightly different groups 
of AFDC recipients. The SWIM project serves only AFDC recipients who 
are required to participate in job search activities. In contrast, the GAIN 
program will serve both recipients and new applicants for AFDC. 

The first report on the SWIM project primarily discusses the status of 
the project and the design of the evaluation, and therefore, makes no 
findings or recommendations. According to the report, all participants 
who will comprise the experimental and control groups have been regis­
tered. As of October 1986, members of the experimental group were 
receiving services or had completed participation requirements. Because 
of the design of the evaluation, members of the control group are receiv­
ing no special services. During the next year, the employment and earn­
ings histories of participants in both groups will be measured. The 
December 1987 report will discuss thek experience and evaluate the ef­
fectivenessofSWIM services. We will address these issues in our Analysis 
of the 1988-89 Budget. 

Department of Social Services 

AID TO FAMILIES WITH DEPENDENT CHILDREN 

Item 5180-101·from the General 
Fund and the Federal Trust 
Fund Budget p. HW 151 

Requested 1987-88 ........................................................................ $1,985,342,000 a 

Estimated 1986-87 ............................................................................ 1,952,302,000 
Actual 1985-86 ......................................................................... , ....... ; 1,789,787,000 

Requested increase $33,040,000 (+ 1.7 percent) .. 
Total recommended increase .............. ~....................................... $23,400,000 

a Includes $34,215,000 in Item 5180-181-001 (c) to provide a 3.6 percent eost-of-living adjustment effective 
January 1, 1988. 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
51BO-10l-001-Payments for children 
5180-101;89O,-Payments for children 
5180-181;001 (c)-Cost-of-Iiving adjustment 
5180-181 :a90-Cost-of-living adjustment 

Total 

Fund 
General 
Federal 
General 
Federal 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

Amount 
$1,951,127,000 
(1,929,487,000) 

34,215,000 
(37,949,000) 

$1,985,342,000 

AnalYSis 
page 

1. Aid to Families with Dependent Children-Family Group 
(AFDC-FG) Caseload. Recommend the Department of So-

730 
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cial Services advise the fiscal committees of its plan to incor­
porate additional economic and noneconomic factors in its 
May revision estimate of AFDC-FG caseloads. 

2. Grant Savings From Fraud Reduction and Other Activities. 
Recommend the Department of Social Services provide the 
fiscal committees with specified information documenting a 
proposed increase in AFDC grant savings. 

3. Greater A venues Eor Independence (GAIN) Grant A void­
ance Savings. Increase Item 5180-101-001 by $23.4 million 
and Item 5180-101-890 by $27.4 milJjon. Recommend 
augmentation of $54.8 million ($23.4 million General Fund, 
$27.4 million federal funds) budgeted as grant avoidance 
savings resulting from the GAINprogram because the de­
partment cannot. provide data to show that these savings 
can reasonably be· expected to materialize: 

4. Adoption Assistance Programs. Recommend that the Legis­
lature adopt supplemental report language requiring the 
department to collect specific information on the Adoption 
Assistance programs. 

GENERAL PROGRAM STATEMENT 

732 

734 

736 

The Aid to Families with Dependent Children (AFDC) program pro­
vides cash grants to certain families and children whose income is not 
adequate to provide for their basic needs. Specifically, the program pro­
vides grants to needy families and children who meet any of the following 
criteria: 

AFDC-FG. Families are eligible for grants under the AFDC-Family 
Group (AFDC-FG) program if they have a child who is financially needy 
due to the death, incapacity, or continued absence of one or both parents. 
In the current year, an average of 498,800 families each month will receive 
grants through this program. 

AFDC-U. Families are eligible for grants under the AFDC-Unem­
ployed Parent (AFDC-U) program if they have a child who is financially 
needy due to the unemployment of one or both parents. In the current 
year, an average of 78,200 families each month will receive grants through 
this program. . 

AFDC-FC. Children are eligible for grants under the AFDC-Foster 
Care (AFDC-FC) program if they are living with a licen.sed or certified 
foster care provider under a court order or a voluntary agreement 
between the child's parent(s) and a county welfare or probation depart~ 
ment. In the current year, an average of 39,600 children each month will 
receive grants through this program. 

In addition, the Adoption Assistance program provides cash grants to 
parents who adopt children who have special needs. In the currenlyear, 
an average of 4,000 children each month will receive assistance through 
this program. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes expenditures of $1,985,342,000 from the General 

Fund for AFDC cash grants in 1987--88. This amount includes $1,951,127,-
000 in Item 5180-101-001 and an additional $34,215,000 requested in Item 
5180-181-001 (c) to provide a 3.6 percent cost-of-living adjustment (CO­
LA) effective on January 1, 1988 to AFDC-FG and AFDC-U grants. The 
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Recipient 
Category 
Family Group ......... . 
Unemployed par-

ent ..................... . 
Foster Care b •••••••••• 

Adoption program .. 
Child support 

incentive pay-
ments to coun-
ties ..................... . 

Child support col-
lections ............. . 

Subtotals ......... . 

AFDC cash grants 
to refugees 

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

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

General 

Table 1 
Expenditures for AFDC Grants by Category of Recipient 

1985--86 through 1987-418 
(dollars in thousands) 

Actual 1985-86 Estimated 1986-87 

Federal County Total General Federal County Total General 

Proposed 1987-88" 

Federal County Total 
$1,329,759 $1,555,878 $158,321 $3,043,958 $1,434,894 $1,572,933 $173,031 $3,180,858 $1,443,179 $1,571,231 $174,181 $3,188,591 

281,094 325,474 33,514 640,082 286,323 357,112 34,566 678,001 285,910 350,164 34,539 670,613 
231,687 78,250 12,371 322,308 269,214 83,523 14,428 367,165 292,948 89,056 15,703 397,707 

9,153 1,401 10,554 12,107 3,936 16,043 14,851 5,638 20,489 

lO,298 20,799 -31,097 15,530 22,759 •. -38,389 17,586 23,815 -41;401 

-72,204 -76,419 -8,477 -157,100 -65,866 -69,184 -7,713 "':142,763 -69,132 -72,468 -8,078 -149,678 

$1,789,787 $1,905,383 $164,632 $3,859,802 $1,952,302 $1,971,079 $175,923 $4,099,304 $1,985,342 $1,967,436. $174,944 $4,127,722 

(135,085) (148,888) (16,302) (300,275) (154,007) (177,564) (18,572) (350,143)(174,707) (201,430) (21,069) (397,206) 
(91,673) __ (91,673) (85,328) (85,328) . (79,263) (79,263) 

$1,789;787 $1,905,383 $164,632 $3,859,802 $1,952,302 $1,971,079 $175,923 $4,099,304· $1,985,342 $1,967,436 $174,944 $4,127,722 

"Includes 3.6 percent cost-of-living adjustment effective January 1, 1988. 
b Does not include reimbursements from the State Department of Education for severely emotionally disturbed children. 
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budget does not propose to provide a COLA in the rates paia to foster care 
providers. The total General Fund request for AFDC grants represents an 
increase of $33.0 million, or 1.7 percent, from estimated 1986-87 expendi­
tures. 

As shown in Table 1, total expenditures from all funds for AFDC cash 
grants are budgeted at $4.1 billion in 1987-88. This is $28.4 million, or 0.7 
percent, above estimated current-year expenditures. 

The AFDC-FG program accounts for $3.2 billion (all funds), or 75 per­
cent, of total estimated grant costs under the three major AFDC programs 
(excluding Child Support Collections) . The Unemployed Parent program 
accounts for 16 percent of the total and the Foster Care program accounts 
for 9 percent. 

Table 2 shows the factors resulting in the net increase of $33,040,000 in 
General Fund support proposed for the AFDC program in 1987-88. As the 
table shows, the largest cost increases projected for the budget year are 
attributable to: 

• Anticipated increases in AFDC-FC caseloads ($23.7 million) . 
• Increasing AFDC-FG and AFDC-U caseloads projected for 1987-88 

($21.3 million). 

Table 2 

Proposed 1987-88 General Fund Changes for AFDC Grants 
(dollars in thousands) 

Cost 
1986 Budget Act ....................................................................................................... . 
Adjustments to Appropriation -
1. Caseload increase 

a. AFDC-FG and u ............................................................................................ .. $35,641 
b. AFDC-FC 

1) Foster Family Home ............................................................................... . 11,411 
2) Group Home ............................................................................................. . 2,897 
3) Other ........................................................................................................... . 1,302 

Subtotal ............................................................................................................. . 
2. Court Cases ........................................................................................................... . 
3. Fraud Early Detection/Prevention ................................................................. . 
4. Child support collections ................................................................................... . 
5. Other adjustments ...... : ........................................................................................ . 

Total adjustment to appropriation ................................................................. . 
1986-87 expenditure (revised) ............................................................................. . 
1987-88 Adjustments 
1. Statutory 1987-88 cost-of-living adjustment... ................................................ . $66,316 

Adjustment for January 1, 1988 effective date ............................................. . -32,101 

Net cost-of-living adjustment ........................................................................... . 
2. Caseload increase 

a. AFDC-FG and U ............................................................................................. . $21,327 
b. AFDC-FC 

1) Foster Home ........................ ; .................................................................... . 
2) Group Home ................................................................. : ..... -...................... . 

10,166 
3,208 

3) SED Children ........................................................................................... . 11,560 
4) Other ........................ , .................................. , .... -........................................... . -1,200 

Subtotal ............................................................................................................. . 
3. State and federal legislation 

a. Ch 1075/86 (Supplemental Payment) ....................................................... . 2,231 

Total 
$1,874,108 

51,251 
15,505 
1,865 

11,143 
-1,570 
78,194 

$1,952,302 

34,215 

45,061 
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b. Ch 1441/84 (Technical Overpayment) ...................................................... 9 . 
c. Ch 1151/83 (Bonus Child Support Incentive) ........................................ 384 
d. HR 4179 DEFRA.............................................................................................. -112 

Subtotal ............................................................ : ................................................ . 
4. Court cases ............................................................................................................ .. 
5. Increased Grant Savings/Fraud Detection 

a. Fraud Early Detection/Prevention .......................................................... .. 
b. Asset Clearance Match ................................................................................ .. 
c. Income/Eligibility Verification .................................................................. .. 
d. Greater Avenues for Independence ........................................................ .. 

Subtotal ........................ : ................................................................................... .. 
6. Child support collections ................................................................................... . 
7. Child support incentives .................................................................................. .. 
8. Other adjustments ............................................................................................... . 

Total adjustments ...................................... : ......................................................... .. 
1987-88 expenditure (proposed) ............................... , .......................................... .. 
Change from 1986 Budget Act: 

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

Change from 1986-87 estimated expenditure: 
Amount ........ ; ................................................. :, .............. ; ....................................... .. 
Percent .......................... , ........................................................................................ . 

-5,670 
263 

-2,384 
-40,205 

-3,266 

2,512 
-2,600 

-47,996 

1,572 
3,542 

33,040 
$1,985,342 

$111,234 
5.9% 

$33,040 
1.7% 

These increases are partially offset by reductions attributable to: 
• Grant savings resulting from implementation of the Greater Avenues 

for Independence (GAIN) program ($40.2 million). 
• Grant savings resulting from increased welfare fraud detection and 

prevention activities ($5,670,000). . 
• Increased child support collections ($3,266,000). 
Table 2 shows that the $33,040,000 increase proposed for 1987-88 repre­

sents a 1.7 percent increase over the department's revised estimate of 
General Fund expenditures in the current year. The level of expenditures 
proposed in the budget, however, is $111.2 million, or 5.9 percent, above 
the amount appropriated by the 1986 Budget Act. 

Large Current-Year Increases in Estimated AFDC Grant Costs. 
The department estimates that General Fund expenditures in the current 
year will exceed the amount appropriated in the Budget Act by $78.2 
million. This increase results from (1) AFDC caseloads that are 1.6 percent 
higher than the caseloads assumed in the 1986 Budget Act ($35,641,000), 
(2) . unbudgeted costs caused by a loss in federal funding for costs stem­
ming from a judgment against the state in the Simon v. McMahon court 
case ($14.6 million), (3) higher-than-anticipated increases in foster care 
caseloads ($15.6 million), and (4) lower-than-anticipated child support 
collections ($11.1 million). 

Caseloads and Grants 
Modest Caseload Increases. Table 3 shows that in 1987-88 AFDC 

caseloads are expected to increase by 13,240 persons, or 0.8 percent, from 
the revised estimate of caseloads in 1986-87. As the table shows, this in­
crease reflects an addition of 14,500 persons, or 1.1 percent, in the AFDC­
FG program, a reduction of5,300 persons, or 1.5 percent, from the AFDC­
U caseload, and an increase of 3,500 children, or 8.8 percent, in the AFDC-
FC program.· .. 
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Table 3 

Aid to Families with Dependent Children 

Item 5180 

Average Number of Persons Receiving Assistance Per Month 
1985-86 through 1987-88 

ChangeErom 
Actual Est. Prop. 1986-87 

Program 1985-86 1986-87 1987-88 Number Percent 
AFDC-Family Group .......................................... 1,291,810 1,329,500 1,344,000 14,500 1.1% 
AFDC-Unemployed Parent ................................ 343,810 357,700 352,400 -5,300 -1.5 
AFDC-Foster Care .............................................. 36,119 39,600 43,100 3,500 8.8 
Adoption Assistance program ............................ 3,399 4,000 4,540 540 13.5 
Refugees' 

-Time-eligible .................................................. (58,110) (58,800) (55,800) (-3,000) -5.1 
-Time-expired .................................................. (166,450) (185,500) (206,300) (20,800) 11.2 

Totals ................................................................ 1,675,138 1,730,800 1,744,040 13,240 0.8% 

a Grants to refugees who have been in the United States less than 31 months (time-eligible) are· funded 
entirely by the federal government. Time-expired refugees-those who have been in the United 
States longer than 31 months-may qualify for and receive AFDC grants supported according to the 
normal sharing ratio. 

Maximum Payment Levels. Table 4 shows the maximum grant lev­
els in 1986-87 for selected family sizes under the family group and unem­
ployed parent components of the AFDC program_ The table also shows 
the maximum grant levels for 1987-88, based on the cost-of-living adjust­
ment (COLA) proposed in the budget_ 

Table 4 

Maximum AFDC~FG and AFDC-U Grant Levels 
1985-86 through 1987-88 

Family Size 1985-86 
1............................................................................................................ $288 
2............................................................................................................ .474 
3 ............................................................................................................. 587 
4............................................................................................................ 698 
5............................................................................................................ 796 

1986-87 
$303 
498 
617 
734 
837 

1987-88" 
Amount Change 

$314 $11 
516 18 
639 22 
760 26 
867 30 

a Represents benefit levels after the proposed 3.6 percent cost-of-living adjustment takes effect on January 
1,1988. 

State law requires that AFDC grants be increased on July 1 of each year 
in order to adjust for the effects of inflation on the purchasing power of 
the grants. Under current law, AFDC COLAs are based on the increase 
in the California Necessities Index (CNI). The 1987-88 budget proposes 
a half-year COLA that would increase grants by the increase in the CNI­
estimated at 3.6 percent-effective January 1, 1988. 

ANALYSIS AND RECOMMENDATIONS 
AFDC Caseload Estimating Process Needs Further Refinement 

We recommend that prior to budget hearings, the department advise the 
fiscal committees of its plan to incorporate additional economic and 
noneconomic factors in its May revision estimate of AFDC-FG caseloads. 

The budget proposes total expenditures of $3.2 billion (including the 
cost of the proposed 3.6 percent half-year COLA) in 1987-88 for cash 
grants to AFDC-FG recipients. This proposal assumes an average monthly 
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"basic" caseload of 506,400 AFDC-FG cases, which represents 1,350,600 
persons on aid. (The basic caseload represents the department's estimate 
of caseload before including effects of policy or program changes.) . This 
is an increase of 1.5 percent above estimated current-year basic caseloads. 

Compared to recent experience, a caseload increase of 1.5 percent 
would represent a significant reduction in the growth of the AFDC-FG 
program. For example, theriumber of persons. on aid increased 3 percent 
between 1984-8.5 and 1985-86. Moreover, the department estimates that 
AFDC-FG cases will increase by 2.8 percent between 1985-86 and the 
current year. Thus, 1987-88 caseloads are projected to grow at roughly half 
the existing rate of increase. Ifrecent caseload trends prevail, however, 
caseload growth will add $27 million to General Fund expenditures in the 
budget year. 

DSS Improves Projection Techniques. The department advises that 
its caseload projections for 1987-88 are based solely on anticipated changes 
in the state's population. According to DSS, that portion of the population 
that is most likely to receive AFDC-FG benefits-women aged 20 to 44-:-is 
expected to grow at a significantly slower rate during the next few years. 
In addition, the department states that the ethnic makeup of this popula­
tion· is expected to change as well: the proportion of white and Asian 
women in this group is projected to decrease, while Hispanic and black 
representation is expected to increase. 

The DSS also anticipates that the rate at which these different groups 
receive aid will change. The department cites data demonstrating a 
changing caseload mix between 1979 and 1982 as evidence that the rates 
at which different ethnic gr()UPS receive AFDC-FG benefits continues to 
change over time. By projecting these three trends-slowing population 
growth, changing ethnic corriposition of the population, and changing 
rates of AFDC-FG grant recipiency-the department determined that 
the growth in AFDC-FG cases would slow dramatically. 

This method of projecting caseloads represents a significant departure 
from the past. Previously, the DSS based its caseload projections solely on 
past caseload trends. As a result, the department did nottake into consid­
eration those factors that caused changes in the growth of the program. 
We believe the department should be commended for taking a major step 
toward understanding the trends that cause change in the program. 

Improvements Still Needed. While we recognize that the depart­
ment has iinproved its estimating techniques for the AFDC-FG caseload, 
we believe that further refinements are needed before the; Legislature 
can feel confident that this methodology provides reliable estimates. Spe­
cifically, we believe the following steps should be taken: 

• The Department Should Obtain More Recent Data on the Ethnic 
Composition of the AFDC-FG Caseload.. The department's most 
recent information dates from 1982. Based on this data, the DSS es­
timated the ethnic composition of thecaseload in 1987-88. The de­
partment, however, had to make arbitrary assumptions regarding the 
rate of change in ethnic composition in order to obtain this projection . 

. We believe that more recent data on the ethnic mix of the caseload 
would substantially improve the likelihood that the department's 

. budget estimate will be reliable. The DSS advises that it is collecting 
more recent data, which will be available to refine the budget-year 
estimate for the May revision. . 

• The Department Should Investigate the Impact of Other Economic 
and Noneconomic Factors 011 Regional AFDC-FG Caseload Trends. 
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Our analysis suggests that a number of other factors such as changes 
in refugee caseloads and economic conditions significantly affect pro­
gqUD growth. In addition, our analysis suggests that an understanding 
of the causes of program growth can only be obtained by analyzing 
:egionaJ caselo~d trends. In s0II1;e respects, the st~te AFDC program 
IS an. aggregation of many reglOnal programs,mfluenced by local 
economic conditions, population growth, and attitudes towards work 
and welfare. Because ?f the su~stantial diversity in the st~te, no one 
model can aptly descnbe the different trends that occur m all areas. 
Therefore, if the DSS wantslo further improve its budget estimates, 
we believe that its investigation should include an analysis of regional 
caseload trends. 

We think these steps are desirable. Not only will the department's 
budget estimates improve, but so will its understanding of how the AFDC­
FG program }Vorks. While the department's efforts to this point have 
improved the understanding of this program, we feel further investigation 
is warranted. Therefore, we recommend that prior to budget hearings, the 
department advise the fiscal committees on its plan to incorporate addi­
tional economic and noneconomic factors in its May revision estimateo£. 
AFDC-FG caseloads. ., 

Gra~t Savings Are Overestimated 
We recommend that prior to budget hearings~ the department provide 

the fiscal committees with (1) additional documentation justifying the 
projected increase in the productivity of county fraud early detection 
programs and (2) an unduplicated count of total grant saVings that realisti­
cally can be attained by specified activities. 

The budget contains at least seven program activities that the depart­
ment estimates will resultin savings to the AFDC program. These savings 
will result due to (1) a reduction in the amount of grants provided to some 
recipients or (2) a reduction in the expected AFDC caseloads. The budget 
separately identifies five of these activities, which will result in total sav­
ings of $194 million in AFDC grants ($84,2 million General Fund). This 
represents 4.6 percent of AFDCgrants budgeted for 1987-88. The depart­
ment assumes that the budgetary impact of the other two activities is 
included in the estimate of the basic caseloadcosts. The five activities for 
which the department has· separate fiscal estimates are as follows: 

• Greater Avenues for Independence (GAIN). The budget esti­
mates grant savings of $129.9 million in all funds ($55.6 million Gen­
eral Fund) resulting from the GAIN program . 

..• Fraud Early Detection (FRED) Program. The FRED program is 
designed to detect and prevent fraud at the time anindividual applies 
fot AFDC and/ or food stamp benefits. The budget projects grant 
savings totaling $48.4 million ($21.7 million General Fund) due to this 
program;. 

• Asset Clearance Match. This activity reviews Franchise Tax 
Board files for. unreported interest or dividends owed by AFDC 
recipients. The budgeh~stimates grant savings of $10 million ($4.5 
million General Fund) due to these matches. 

• Income and Eligibility Verification System (IEVS). A federally 
mandated asset and.income verification system is anticipated to save 
$5.4 million ($2.4 million General Fund). 
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• Statewide Automated Welfare Systems. Automation of a central­
ized data base designed to reduce the incidence of a person collecting 
AFDC simultaneously in two counties is estimated to save $208,000 
($93,000 General Fund). 

In addition to these five activities, there are two additional activities that 
result in grant savings, as follows: . 

• Payment Verification System. This system checks AFDC recipient 
records to ensure that specified government benefits, such as Unem­
ployment Insurance, were reported by the recipient. 

• Integrated Earnings Clearance. The earnings clearance system 
notifies counties of recipient earnings that exceed a specified level in 
order to ensure the income was reported by the recipient. 

Based on our review,we have the following concerns with the depart­
ment's estimate of savings. 

FRED Savings Are Based on Overly Optimistic Assumption. The· 
grant savings attributed to FRED are based on DSS' assumption· that 
county fraud investigators will increase the number of cases terminated 
from aid by 1.5 cases per month during 1986-87 and ari additional 1.5 cases 
per month in the budget year. This would be a40 percent increase in 
productivity above the level achieved during 1985-86, and result in an 
additional $12.6 million ($5.7 million General Fund) in budgeted savings 
for 1987-88. 

The department advises that this assumption is based on productivity 
increases experienced by three counties that first implemented the FRED 
program. According to DSS, county programs become more productive as 
they gain experience in detecting fraud. At the time this analysis was 
prepared, data that might confirm the department's expected productiv­
ity improvements during 1986-87 were not available. The DSS advises this 
inf~rmatio? willbe .available in .early March. In light of the large two-year 
prOjected Increase In grant savmgs, however, we cannot recommend ap­
proval of the proposed increase in grant savings until actual data confirm 
the trend toward higher productivity. For this reason,we recommend the 
department submit to the fiscal committees prior to budget hearings (1) 
the monthly amount of grant savings due to FRED that occurred during 
1986 and (2) an assessment of whether actual savings achieved during the 
first six months of 1986-87 is consistent with the revised current-year 
projection of FRED investigator productivity. . .. 

The Budget Overestimates the Net Impact of All These Activities. 
The department indicates that each of the savings estimates discussed 
above are determined separately from each other. According to the de­
partment, the grant savings included in the budget represent only the 
additional savings that reasonably can be a.ttributed to each activity. 

Nevertheless, our analysis indicates that the budget double-counts the 
grant savings resulting from the reduction of an unknown number of 
cases. This is because the department's estimates do not explicitly consider 
the effect that each fraud reduction activity may have on the sameindivid­
ual. For example, the department believes that GAIN will deter anindi" 
vidual who works-but does not report earnings to the county welfare 
department-from applying for aid. This because the mandatory partici­
patiolY requirements ofthe GAIN program would make it difficult for a 
person to work and participate in the GAIN program. Without GAIN, the 
same individual might have applied for aid, but have had his or her un­
reported earnings detected by the Integrated Earnings Clearance system 
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·or the FRED program. Because of the way the department estimated 
grant savings, the budget would count the savings from this person twice. 

In addition, many of these activities are very similar in nature. The IEVS 
program, for instance, will verify recipient income and assets to ensure 
that all income is reported. The Integrated Earnings Clearance and Asset 
Clearance Match programs also verify this information. While DSS in­
dicated that each estimate 07 grant savings constituted only the additional 
savings associated with each specific activity, the department could not 
provide data to document this claim. . ' 

We think the budget should reflect an estimate of grant savings that 
includes an unduplicated count of the net savings that realistically can be 
attained. Therefore, to ensure that grant savings are not overestimated, 
we recommend that prior to budget hearings, the department provide to 
the fiscal committees a reconciliation of its estimates of AFDC grant sav­
ings that result from specified program activities. 

GAIt\! Grant Avoida~ce Estimate, Lacks Credibility 
We recommend an augmentation of$54.8 million ($23.4 million General 

Fund, $27.4 million federal funds) budgeted as grant avoidance savings 
resulting from the GAIN program because the department can provide no 
data to show that these savings can reasonably be expected to occur. 
(Increase Item 5180-101-001 by $23.4 million and. Item 5180-101-890 by 
$27.4 million.) 

As discussed above, the 1987-88 budget estimates that the GAIN pro­
gram will result in AFDC grant savings that total $129.9 million ($55.6 
million General Fund). Of this amount, $75.2 million in saviI]gs ($32.2 
million General Fund) is due to individuals finding jobs as a result of 
education and training services provided under the program. The remain­
ing $54.8 million ($23.4 million General Fund) is due to "grant avoidance" 
-savings resulting from people who do not apply for aid or who terminate' 
aid rather than participate in the program. 

The department's estimate of grant avoidance savings is based on its 
assumption that 6 percent of mandatory GAiN participants will (1) never 
apply for aid or (2) terminate aid during the year. According to the 
department, these families have other sources of income on which they 
can depend in lieu of collecting AFDC benefits. For example, the depart­
ment believes that families receiving income that is not reported for tax 
purposes would be discouraged from applying for grants due to GAIN 
participation requirements. . 

We believe that the departn;lent's arguments are not sufficiently con­
vincing to warrant a reduction in anticipated AFDC grant expenditures 
of $54.8 million. First, the department could not demonstrate that any 
grant avoidance will' take place. When' asked to justify its estimate, DSS 
could not provide data to substantiate its claim. Indeed, we believe it is 
possible that the GAIN';program may increase AFDC caseloadsin the 
short run if individuals who would not ordinarily apply for aid register in 
order to take advantage of the program's training and education compo­
nents. 

Second; the department could not provide data indicating that 6 per­
cent of all mandatory program participants is the appropriate figure to 
include in the budget. The department advises that its estimate represents 
an educated guess of the actual figure. The department further indicates 
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that it does not expectto obtain actual data in the near future to substanti­
ate its estimate. We believe the only possibility of obtaining actual data is 
through the study of the GAIN program by the Manpower Demonstration 
Research Corporation. At the earliest, however, this data will not be avail­
able until 1990 . 
. . Without data to buttress it assertions, the estimate of grant avoidance 

included in the 1987-:-88 budget is without foundation. Programs such as 
the Employment Preparation Program (EPP) have proven that the GAIN 
program can help reduce the level of AFDC expenditures by requiring 
participation injob search and training programs. We think that the 1987-
88 savings estimate that is derived from tlie EPPexperience has a solid 
analytical foundation. The department's assertion that 6 percent of the 
mandatory caseload-in addition to the savings demonstrated by EPP­
will voluntarily terminate or be discouraged from applying for aid, howev­
er, has never been demonstrated. 

Therefore, since there is no data to suggest that the $54.8 million savings 
included in the 1987-88 budget represents a realistic estimate of savings 
that will be realized, we recommend that the fiscal committees increase 
Item 5180-101 for the support of AFDC grants by $54.8 million ($23.4 
million General Fund, $27.4 million federal funds). 

ADOPTION ASSISTANCE PROGRAMS 
The Department of Social Services currently administers two programs 

which assist in the adoption of children. The Aid for Adoption of Children 
. (AAC) program provides cash grant payments to adoptive parents of 
children with "special needs." The payments are available for up to five 
years with the possibility of an extension if the child's special needs war­
rant it. The AAC program is funded solely from the General Fund. Cur­
rently, this program is being phased out and is being replaced by the 
federal Adoption Assistance Program. 

The Adoption Assistance Program (AAP) was implemented in October 
1982 by P.L .. 96-272 and SB 14 to provide federal assistance to the states in 
the adoption of childreniwith special needs. Under the AAP, assistance is 
not limited to five years. Instead, adoptive parents may receive assistance 
until their child is 18 years of age or until age 21, if thEl child has a chronic 
condition that requires extended assistance. All special needs children 
who received assistance for the first time after October 1982 fall under the 
.AAP. . 

The adoption agency (state, county, or private) is responsible for deter­
mining the eligibility of the child for the AAP / AAC program and the 
amount and duration of the grant for the child. A child is determined to 
have special needs if he or she is legally free for adoption and, without 
assistance, would be difficult to place in an adoptive home for one of the 
following reasons: 

• Age, three years or older. 
• Race, ethnic background, color, or language. 
• Physical, mental, emotional, or medical handicaps, or adverse paren­

tal background. 
• Membership in a sibling group which should remain intact. 
The needs of the child, resources of the family, and available community 

resources must be considered when determining the amount and duration 
of the grant. Decisions regarding the amount and duration of the grant 
must be agreed to by the parents. 
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Adoption Assistance Programs Need Better Oversight 
. We recommend that the Legislature adopt supplemental report lan­

guage requiring the department to collect specific information regarding 
the recipients of AAP / AAC and submit a report by December 1~ 1987 with 
its conclusions and recommendations regarding the need for stricter stand­
ards. for determining the amount and duration of the grant. 

Based on our review,. we have two concerns with the department's 
oversight of the program. First, the department has inadequate informa­
tion to explain the reasons for the increase in costs associated with this 
program. Second, the department has not established guidelines for adop­
tion workers to use when determining the amount and duration of the 
grant. . 

Chart 1 

Adoption Assistance Program/Aid for Adoption 
of Children Expenditures by Fund (in millions) 

• General Fund 

o Federal Funds 

80-81 81-82 82-83 83-84 84-85 85-86 86-87 87-88 
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Department Lacks Adequate Caseload and Grant· Information. 
Chart 1 shows the growth in expenditures for the AAP / AAC program 
from 1980-81 through 1987-88. During this period, General FUnd expendi­
tures increased at an average annual rate of 26 percent. The budget esti­
mates that costs will increase by 23 percent between the current and 
budget years. . . . . , , 

The department indicates that this increase is due to growth in case­
loads, grant amounts, and duration of payments. The department, howev­
er, has little information available to explain why the caseloads of this 
program are increasing. In fact, there is reason to believe that the case­
loads of the AAC component of this program should be decreasing, not 
remaining constant as projected by the department. This is because this 
program began to phase-out in October 1982~ Because the department has 
no available information on the AAC cases, there is no way to accurately 
identify the number of AAC cases that should be dropping from the 
current caseload. 

The department also lacks adequate information on thCO) causes for the 
current or projected increases in grant costs for this program. The depart­
ment estimates that the average monthly grant for AAP / AAC will in­
crease by nearly 13 percent during 1987-88. Such an increase could be due 
to several factors such as (1) an increasing number of children with more 
serious handicaps, (2) an increase in the number of foster parents who 
adopt children, or (3) lack of guidance for social workers in determining 
grant size and duration. The department, however, does not know what 
factors explain the increasing grant costs because it has no information 
regarding the characteristics of recipient families, the resources available 
to the families, or the particular needs of the child. 

Department Lacks Guidelines for Grant Awards. Currently, there 
are no specific standards for adoption workers to use when determining 
the amount and duration of the grant award. The only requirement is that 
the resources of the family and the community be "considered" in deter­
mining the grant amount. This lack of guidelines may result in inequitable 
grant awards to adoptive parents. To the extentthat increasing costs are 
the result of inappropriate grant awards, a stricter standard for, awards 
may be necessary. . .. 

Although current law prohibits the department from using an income 
test in order to determfue eligibility for the AAP / AAC program, the 
department is allowed to use an: income test in order' to determine the 
amount and duration of the grant award. W.ebelieve that such guidelines 
would assure a more equitable distribution of grant payments and would 
allow the department some control over the costs of this program. 

Department Needs Better Information and Guidelines. Based on 
our analysis, we conclude that the lack of information regarding the AAP / 
AAC program and the lack of guidelines for adoption workers makes it 
difficult for the department to assure equitable assistance for adoptive 
parents and to accurately assess and control the costs, of the program. In 
order to address these problems, the department should collect and ana­
lyze information regarding the recipients' of assistance under the AAP / 
AAC program. This information should include the following for recipi-
ents of each program: "i '. 

~ Range of grant amount. 
• Reason for payment. 
• Characteristics of those families and children receiving payments, 
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including the' number of children who are classified as severely emo­
tionally disturbed. 

• Length of payment. 
Based on analysis of this information, the department should provide 

the LegislatlJre with recommendations regarding the need for stricter 
standards for determining the amount and duration of the grant award. 

To ensure that this occurs, we recommend that the Legislature adopt 
the following supplemental report language: .. 

"The Department of Social Services shall report to the Legislature by 
December 1, 1987 on the characteristics of recipients of assistance under 
the Adoption Assistance Program/Aid for Adoption of Children pro­
gram. The report' shall include, but not be limited to, the following 
information, by program: 
". Range of grant amount payments. 
". Reason for payment. 
". Characteristics of those families and children receiving payments, 

including the number of children who are classified as severely emo~ 
tionally disturbed. ' 

". Length of payment. 
"Based on an analysis of this information, the report should include 

recommendations regarding the need for stricter standards for deter­
mining the amount and duration of the grant award." 

Department of Social Services 

STATE SUPPLEMENTARY PROGRAM FOR THE AGED, BLIND, 
AND DISABLED 

Item 5180-111 from the General 
Fund and Federal Trust Fund Budget p. HW 152 

Requested 1987-88 ..... ~ .......................... : ........................................ $1,768,251,000 a 

Estimated 1986-87 ..................................................... : ..... ~ ............... 1,637,517,000 
Actual 1985-86 ............................................................................... 1,407,725,000 

Requested increase $130,734,000 (+8 percent) 
Total recommended reduction ................................................ None 

U This amount includes $41,822,000 proposed in Item 5180-181-001 (a) to provide a 3.6 percent cost-of-living 
increase, effective April 1, 1988. 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-111-001-Payments to aged, blind, and dis­

abled, 
5180-111-890-Payments to aged, blind, and dis­

abled 
5180-181-001 (a)-Payments to aged, blind, and 

disabled-COLA 
5180-181-890-Payments to aged, blind, and dis­

abled-COLA, refugees 

Total 

Fund 
General 

Federal 

General 

Federal 

, Amount 
$1,726,429,000 

(11,552,000) 

41,822,000 

(134,000) 

$1,768,251,000 
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SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Caseload Estimates. Recommend that the department 

advise the fiscal committees of its plan to incorporate addi­
tional factors in its May revision estimate of Supplemental 
Security Income/State Supplementary Program caseloads 
and average grant costs. Further recommend that the 
Legislature adopt supplemental report language that re-
quires the department to establish a system for tracking 
applicants with Acquired Immune Deficiency Syndrome 
and AIDS-related conditions. 

2. Continuing Disability Reviews. Recommend that the de­
partment advise the fiscal committees of its plan to incorpo­
rate additional factors in its May revision estimate of savings 
due to the resumption of continuing disability reviews. 

GENERAL PROGRAM STATEMENT 

AnaIysis 
page 

744 

747 

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

The federal government pays the cost of the SSI grant. California has 
chosen to supplement the federal payment by providing an SSP grant. The 
SSP grant is funded entirely from the state's General Fund. In California, 
the SSI/ SSP program is administered by the federal governmentthrough 
local Social Security Administration (SSA) offices. 

During the current year, an estimated 698,566 persons will receive as­
sistance each month under this program. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes an appropriation of $1.8 billion from the General 

Fund for the state's share of the SSI/SSP program in 1987-88. This is an 
increase of $130.7 million, or 8 percent, above estimated current-year 

Table 1 
SSI/SSP Expenditures 
1985-86 through 1987-88 
(dollars in thousands) 

Category of Recipient 
Aged ....................................................................... . 
Blind ....................................................................... . 
Disabled ................................................................ .. 

Totals ............................................................ .. 
Funding Sources 

General Fund ................................................... . 
Federal Funds b .............................................. .. 

Actual 
1985-86 

$836,472 
90,347 

1,709,839 

$2,636,658 

$1,407,725 
1,228,933 

a Includes 3.6 percent COLA, effective April 1, 1988. 
b Includes federal funds to support SSP costs for refugees. 

Est. 
1986-87 

$936,438 
100,254 

1,927,195 

$2,963,887 

$1,637,517 
1,326,370 

Percent 
Change 

Prop. a From 
1987-88 1986-87 
$988,666 5.6% 
107,384 7.1 

2,064,416 7.1 
$3,160,466 6.6% 

$1,768,251 8.0% 
1,392,215 5.0 
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expenditures. The budget also assumes that .federal expenditures for the 
SSI/SSP pr9gram will be $1.4 billion. This is an increase of $65.9 million, 
or 5 percent, above estimated federal expenditures in the (:!urrent year. 
The budget estimates that combined state and federal expenditures for 
the SSI/SSPprogram will be $3.2 billion, which is an increase of $196.6 
million, or 6.6 percent, above estimated current-year expenditures. 

Table 1 shows SSI/SSP expenditures, by category of recipient and by 
funding source, for the years 1985-86 through 1987-88. 

Table 2 shows the budget adjustments that account for the increase in 
SSI/SSP expenditures proposed for 1987-88. Significant changes proposed 
in General Fund costs include: 

• A $95.8 million increase to fund the full-year cost in 1987-88 of the 5.1 
percent COLA provided for SSI/SSP grants on January 1, 1987. 

• A $41.8 million increase to provide a 3.6 percent COLA for grants, 
beginning April I, 1988. 

• A $34.7 million decrease due to increased federal funds available to 
provide a 3.3 percent COLA on January 1, 1988 for SSI grants. 

• A $16.2 million decrease due to increased social security benefits, 
which increase beneficiary income, resulting in reduced grant costs 
for SSI/ SSP. 

• A $41.9 million increase to fund an estimated 2.6 percent caseload 
growth. . . 

• A $5.1 million increase because the federal government has ceased to 
provide reimbursements to the state for errors made by the federal 
government in administering the SSI/SSP program. 

• A $2.2 million decrease in caseload because the state has resumed its 
review of the eligibility.of disabled SSI/SSP recipients. 

Table 2 

SSI/SSP 
Proposed Budget Changes 

1987-88 
(dollars in thousands) 

1986-87 expenditures (revised) ............................................... . 
Proposed Changes: 
1. Basic caseload increases ........................................................ ' 
2. Cost-of-living adjustment-1986-87 

a. Full-year cost of 1/87 grant increase ........................... . 
3. Cost-of-living adjustment (General Fund)-1987-88 

a. Statutory 3.6 percent grant increase (1/88) .............. .. 
b. Adjustment for April 1, 1988 effective date .............. .. 
c. Net cost-of-living adjustment ........................................ .. 

4. Cost-of-living adjustment (Federal funds)-1987-88 
a. Estimated federal SSI increase-:- (1/88) .................... .. 
b. Estimated social security benefit increase (1/88) .. .. 

Subtotals ............................................................................ .. 

General 
Fund 

$1,637,517 

41,939 

95,795 

(83,462) 
(-41,640) 

41,822 

-34,733 
-16,150 

($128,673) 

Federal 
Funds· 
$1,326,370 

38,265 

9,440 

(134) 
(-) 
134 

34,733 
-10,162 

($72,410) 

Total a 

$2,963,887 

80,204 

105,235 

(83,596) 
( -41,640) 

41,956 

-26,312 

($201,083) 
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5. Program adjustments 
a. Decreased federal reimbursement for errors .......... .. 
b. Resumption of disability reviews ................................ .. 
c. Court case .......................................................................... .. 
d. Other .................................................................................. .. 

Subtotals ............................................................................ .. 
1987-88 expendifures (proposed) .......................................... .. 
Change from 1986-87: 

Amount .................................................................................... .. 
Percent.. .................................................................................... .. 
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5,152 
-2,188 

-91 
-812 

($2;061) 
$1,768,251 

$130,734 
8.0% 

-5,152 
-2,158 

-68 
813 

( -$6,565) 
$1,392;215 

$65,845 
5.0% 

-4,346 
-159 

1 

(-$4,504) 
$3,160,466 

$196,579 
6.6% 

a Includes federal funds of $10,633,000 in 1986-87 and $11,552,000 in 1987-88 to support SSP costs for 
refugees. 

ANALYSIS AND RECOMMENDATIONS 
Eligibility Requirements 

The Social Security Administration (SSA) administers the SSI program. 
In addition, the SSA will administer a state's SSP program ifit is requested 
to do so by the state. When the SSA administers a state's SSP program, as 
it does in California, federal eligibility requirements are used to determine 
an applicant's eligibility for both the SSI and SSP programs. 

To be eligible for the SSI/ SSP program, individuals must fall into one 
of three categories-aged, blind, or disabled. In addition, their income and 
resources cannot exceed certain specified limits. 

With one exception, the eligibility requirements for the SSI/SSP pro­
gram are essentially unchanged from the current year. The Deficit Reduc­
tion Act of 1984 (DEFRA) increased the limit for personal and real 
property by $100 for individuals and $150 for couples for each year of a 
five-year period beginning January 1, 1985. This provision therefore will 
increase the resource limits which individuals may meet and remain on 
aid to $2,000 and $3,000, respectively, by 1989. 

Status of the Current-Year Budget 
The department's latest estimate of General Fund costs for the SSI / SSP 

program in 1986-87 is $1,637,517,000. This is $37.2 million, or 2.3 percent, 
above the amount appropriated in the 1986 Budget Act. The major factors 
that account for the increase are as follows: 

• Costs have increased by $10.3 million due to a 0.7 percent increase in 
caseload above the level assumed in the Budget Act. 

• Costs have increased by $26 million because the amount of federal 
funds provided for COLAs to SSI/SSP grant recipients and the in­
crease in social security benefits on January 1, 1987 were less than 
anticipated. The budget assumed an increase of 3 percent for both the 
SSI grant and social security benefits, while the actual increase on 
January 1, 1987 was 1.3 percent. 

• Costs have increased by $5 million due to an increase in the average 
SSI/ SSP grant amount. . 

• Costs have increased by $2.1 million because the amount of savings 
resulting from disability reviews was less than antiCipated. 

• Costs have decreased by $5 million due to a reduction in the cost of 
a court case (Livermore v. Heckler). 
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Grant Levels and Cost-of-Living Adjustments 
The maximum grant amount received by an SSI/SSP recipient varies 

according to the. recipient's eligibilitycateg()ry. For example, in 1987 an 
aged or disabled individual can receive up to $560 per month, while a blind 
individual can receive up to $627. In addition to categorical differences, 
grant levels vary according to the recipient's living situation. The majority 
of SSI/SSP recipients reside in independent living arrangements. Other 
recipients reside in (1) independent living arrangements without cooking 
facilities, (2) the household of another person, or (3) nonmedical board 
and care facilities. The grants provided to these individuals differ from the 
grants received by individuals in independent living arrangements. 

Potential Supplemental Rates Eor Board and Care Facilities. The 
highest maximum grant level is provided to recipients who reside in 
nonmedical board and care faCilities. In 1987, an individual in such a 
facility can receive up to $632 per month. During the most recent period 
for which data are available-December 1985 through November, 1986-
General Fund payments to recipients in these facilities totaled $200.9 
million, or approximately 13 percent, of total SSP grants to all recipients 
for the same period. 

Maximum grants for board and care facilities may increase, depending 
upon the Legislature's action on the 1987-88 budget and legislation to 
establish supplemental rates for those facilities; Chapter 1127, Statutes of 
1985, required the Health and Welfare Agency to submit an implementa­
tion plan to· the Legislature by December 1, 1986 that would establish 
three levels of care inboard and'care facilities that serve elderly persons. 
The legislation further required that the report include recommendations 
for (1) a supplemental rate structure for facilities providing higher levels 
of care and (2) appropriations in the 1987-88 budget to implement the 
levels of care system. Although the report has not yet been submitted to 
the Legislature, the department informed us that it has been completed, 
and was under review at the time this analysis was prepared. Legislation 
has been introduced (SB 50) to implement the three levels of care to the 
extent that funds are appropriated by the Budget Act for supplemental 
rates. The budget, however, does not propose funding for increased rates. 
Our review indicates that the General Fund (SSP) will bear the full cost 
if the Legislature proposes to fund supplemental rates because no addi-
tional federal SSI funds will be available for this purpose. ' 

Federal and State COLA Requirements. Cost-of-living increases for 
the SSI/SSP grant are governed by both federal and state law. As regards 
federal law, the Social Security Act Amendments of 1983 require Califor­
nia to maintain its SSP grants at or above the July 1983 level. This means 
that for aged or disabled individuals-who represent the largest groups of 
recipients-the state must provide at least $157 per month in addition to 
the SSI grant provided by the federal government. Table 3 shows that the 
SSP grant levels proposed in the budget exceed those required by federal 
law. 

Existing state law requires that the total SSI/SSP payment levels be 
adjusted, effective January 1, 1988, based on the change in the California 
Necessities Index (CNI) during calendar year 1986. The Commission on 
State Finance is required to calculate the CNI and will announce the 
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actual change in the CNI for calendar year 1986 during March 1987. The 
commission's calculation, therefore, will be available for use in calculating 
the actual grant adjustments required by current law in the budget year, 
prior to when the Legislature completes action on the budget. 

Budget Proposes to Delay COLA. The budget assumes enactment 
of legislation that will delay the cost-of-living increase for SSI/SSP grants 
from January 1 until April 1, 1988. Accordingly, the budget proposes a 3.6 
percent increase in the maximum SSI/ SSP grants on April 1, 1988 although 
the federal government will provide a COLA, currently estimated at 3.3 
percent, to the SSI portion of the grant on January 1, 1988. 

Budget Proposes to Reduce SSP Grants. Instead of increasing the 
total grant amount by providing the federal COLA to recipients on Janu­
ary 1, 1988, the budget proposes to decrease the SSP portion of the grant 
by the amount of the increase in the SSI portion. Lowering the SSP grant 
results in a General Fund savings of $22.7 million. Table 3 shows that the 
state's SSP grants decrease from January through April due to the increase 
in the federal SSI amount. 

The proposal to delay implementation ofthe SSI/SSP COLA until April 
1, 1988 also results in additional savings of $19.1 million, for a total of $41.8 
million of savings to the General Fund. (The proposal and our recommen­
dation are discussed as part of our analysis of the COLAs proposed for the 
department's public assistance programs, Item 5180-181-001.) 

Table 3 

Maximum Monthly SSI/SSP Grant Levels 
Calendar Years 

1987 and 1988 
19&9b Change from 1987 to 

January- April- f!nuary19&9 
Category of Recipient a 1987 March c December d Amount Percent 
Aged or Disabled 

Individual 
Total Grant .......................... $560 $560 $580 

SSI ...................................... 340 351 351 $11 3.2% 
SSP .................................... 220 209 229 -11 -5.0 

Couple 
Total Grant .......................... 1,039 1,039 1,076 

SSI ...................................... 510 527 527 17 3.3 
SSP .................................... 529 512 549 -17 -3.2 

Blind 
Individual 

Total Grant ...................•...... 627 627 650 
SSI ...................................... 340 351 351 11 3.2 
SSP .................................... 287 276 299 -11 -3.8 

Couple 
Total Grant ............ ~ ............. 1,221 1,221 1,265 

SSI ...................................... 510 527 527 17 3.3 
SSP .................................... 7ll 694 738 -17 -2.4 

Aged or Disabled Individual 
Non-Medical Board and 

Care 
Total Grants ........................ 632 632 655 

SSI ...................................... 340 351 351 11 3.2 
SSP .................................... 292 281 304 -11 -3.8 

a Unless noted, recipients are in independent living arrangements. 
b Governor's Budget proposes to increasE'; SSI/SSP grant level on April 1, 1988. 
C Assumes a 3.3 percent increase in SSI grants, effective January 1, 1988. 
d Assumes a 3.6 percent increase in the total SSI/SSP grant, effective April 1, 1988. 

April 1988 
Amount Percent 

$20 3.6% 
11 3.2 
9 4.1 

37 3.6 
17 3.3 
20 3.8 

23 3.7 
11 3.2 
12 4.2 

44 3.6 
17 3.3 
27 3.8 

23 3.6 
11 3.2 
12 4.1 
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Estimate of SSI/SSP Caseload MayBe Too Low 
We recommend that prior to budget hearings, the department advise the 

fiscal committees of its plan to incorporate additional factors in its May 
revision estimate of SSI/SSP caseloads and average grant costs. 

The budget proposes total expenditures of $3.2 billion for grants to 
SSIISSP recipients (including the cost of the proposed 3.6 percent COLA 
that will take effect April 1, 1988). This proposal assumes an average 
monthly SSIISSP caseload of 716,792, which is an increase of 2.6 percent 
above estimated current-year caseloads. Table 4 compares the projected 
caseload in each recipient category for 1986-87 and 1987-88 . 

. Table 4 

SSI/SSP 
Average Monthly Caseload 

1985-86 through 1987-88 

Eligibility Category 

Aged ......................................................... . 
Blind ......................................................... . 
Disabled ................................................... . 

Totals ...................................... ; ....... ;; ... . 

Actual 
1985-86 

266,785 
19,439 

393,583 

679,8fJl 

Est. 
1986-87 

270,008 
20,000 

408,558 

698,566 

Prop. Percent Change 
1987-88 From 1986-87 

273,125 1.2% 
2G;600 3.0 

423,067 3.6 

716,792 2.6% 

Compared to the most recent actual experience, a caseload increase of 
2.6 percent would represent a reduction in the growth of the SSII SSP 
caseload. For example, Table 5 shows that the number of recipients in­
creased 3.2 percent between the first six months of 1985-86 and the same 
period in 1986-87. Although this is only a difference of 0.6 percent above 
the level projected by the department, General Fund costs will increase 
by up to $16 million for 1987-88 if the caseload continues to grow at this 
accelerated rate. 

Table 5 

Actual Growth In SSI/SSP Caseload 
July through December 

1985-86 and 1986-87 

July-December 
Eligibility Category 1985-86 1986-87 

Aged ......................................................................... . 265,877 270,149 
Blind ......................................................................... . 19,283 19,847 
Disabled ................................................................... . 390,153 406,850 

Totals ..................................................................... . 675,313 696,846 

Percent Change 
From 1985-86 

1.6% 
2.9 
4.3 

3.2% 

In addition, the department has not allowed for an increase in the 
average basic grant award between 1986-87 and the budget year. The 
average grant level increased in the current year, resulting in an addition­
al $5 million of General Fund costs above the amount in the 1986 Budget 
Act. It is likely that the average grant will continue to increase in 1987-88, 
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particularly due to the rapid growth in the disabled· caseload which re­
ceives a higher maximum grant amount than the aged caseload. Therefore 
the proposed budget is likely to underfund SSI / SSP by at least an addition-
al $5 million from the General· Fund. . . 

Upward Trend in Aged and Disabled Caseloads. . The recent growth 
in the caseload-particularly evident in the current year-represents a 
change from prior years. For example, the disabled caseload declined 
from 1981 through 1983. Recently, however, it has been growing at a 
quickening pace. For the first six months of 1986-87, the disabled caseload 
increased by 4.3 percent above the level in the same period in 198~6; 
The department, however, projects only a 3.6 percent growth in the dis­
abled caseload from the current year to 1987-88. This is particularly signifi­
cant because the disabledcaseload is almost 60 percent of the total 
caseload. Moreover, while the number of aged SSl/SSP recipients was 
decreasing from 1980 to 1985, since March 1985 the. number of aged recipi­
ents.has been growing at a steadily increasing rate. To the extent that the 
department does not recognize these increases, the budget may be under­
funded, as we discuss in the following pages. 

Department of Social Services (DSS) Improves Projection Methodolo­
gy. The department advises that its SSl/SSP·caseloadprojectionsare 
based on (1) prior-year caseload growth and (2) anticipated changes in 
the state's population. As regards the aged caseload, the department has 
determined that growth in this caseload closely mirrors growth in the total 
aged population. As aresult, the department projected the aged caseload 
based on growth in the total aged population. For the disabled population, 
the department based its caseload projection on actual caseload trends in 
1984-85 and 1985-86. The department indicates that it may include other 
factors in its estimate of the disabled caseload for the May revision. 

The method used to project the aged caseloadrepresents a significant 
departure from the past. Previously, DSS based its caseload projections 
solely on past caseload trends, rather than considering factors that caused 
changes in caseload growth. To the extent that the department's new 
methodology considers underlying factors such as population growth, 
caseload projections are likely to improve~ We believe the depattment 
should be commended for initiating this new approach. 

While we recognize that the department has improved its estimating 
techniques, we believe that the department needs to consider the follow­
ing factors about the SSI/SSPc~seldadbefore the Legislature can be confi­
dent that its methodology provides reliable estimates. 

Extent of Caseload·Growth Due to AIDS and Other Disabling Condi­
tions Is Unknown. The causes of the accelerating growth in the dis-. 
abled easeload are unknown. The department, ap.d the federal Social 
Security Administration (SSA) speculate that the Gaselqad has grown par­
tially due to the slowness of the current disability review process. Under 
this review process, some SSl/SSP recipients are terminated from aid 
because they are no longer considered disabled as a result of an improve­
ment in their medical condition. Although these disability reviews were 
resumed in early 19$6, the SSA has sent fewer cases to the department for 
review than the state had expected to receive, and the rate of termination 
for those cases has been lower than anticipated. .. 

Although the slowness of terminations contributes to th~. growing dis­
abledpaseload, it is likely that other factors also account for the growth 
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in this caseload. This is evident because the caseload began to increase 
prior to the moratorium on disability reviews. It is possible that more 
persons with specific disabilities are applying for SSI/SSP than in the past. 
For example, the disabled caseload may be growing as a result of the 
Acquired Immune Deficiency Syndrome (AIDS) epidemic. The SSA 
monitored SSI claims from individuals with AIDS for a period of two years. 
The SSA is currently monitoring the claims of those with AIDS-related 
conditions (ARC). The SSA indicates that the total nurp.ber of claims by 
those with AIDS for SSI/SSP and Social Security Disability Insurance 
(SSDI) increased by 70 percent during the period November 1985 
through October 1986, compared to the number of claims prior to Novem­
ber 1985. TheSSA informs us that it is not continuing to maintain statistics 
on the number of persons. with AlpS who apply for, or receive ~SI. 

In the past, more applicants WIth AIDS and ARC have apphedfor 
assistance under SSDI, than under SSI/SSP, because they had work histo­
ries which made them eligible for SSDI benefits. In the future, it is possible 
that an increasing number of individuals with AIDS and ARC will be 
eligible for SSI/SSP rather than SSDI. This is because the proportion of 
AIDS and ARC cases transmitted as a result of needle sharing by drug 
abusers is likely to increase. This population may include a higher propor­
tion of persons with sporadic work histories than the current population 
with AIDS and ARC. (For further discussion of demographic changes in 
the AIDS population, please see Item 4260 of the Analysis, and The 1987-88 
Budget: Perspectives and Issues.) 

Immigration Bill May Cause Caseload Growth. Althoughim­
plementation of the Immigration Reform and Control Act of 1986 (IRCA, 
PL 99-603) may increase'SSI/SSP caseloads, the budget does not consider 
its effect on caseloads for 1987-88. This act permits certain illegal immi~ 
grants to gain legal status after completing an application process through 
the Immigration and Naturalization Service (INS). The act is likely to 
result in an'increase in California's SSI/SSP caseload because, according 
to the 1980 Census, about 50 percent of all illegal immigrants reside in this 
state. It is difficult to estimate the number of new recipients that may 
result from IRCA because the federal government has not yet determined 
how itwill implement various provisions of the act; (For further discussion 
of PL 99-603, please see The 1987-88 Bildget: Perspectives and Issues.) 

Broader Information Base Can Improve Estimate. Based on our re­
view, we believe the department should take the following steps toim­
prove its estimate of the SSI/SSP caseload:' .' . 

• Establish a System to Track the Growth in the NUInbeibf SSIISSP 
Recipients With AIDS and ARC. '. Until the department collects 
such data itwill not be able to project the potential impact of this 
population on the SSI/ SSP caseload. 

• Investigate Dats to Identify Trends Among Disabled SSl/SSP Recipi­
ents. Currently, the' department collects' characteristics data on 
disabledSSI/SSP applicants. The department should use this data to 
identify trends in the SSI/SSP disabled caseload, thereby improving 
its projection of caseload growth. . . 

• Identify the Potential Impact of IRCA on the SSIISSP Caseload in 
1987-88. The federal government is likely to determine how it 
will implement certain provisions of the act before the department 
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prepares the May revision of estimates. The department should use 
this information to prepare its caseload estimates for 1987-88. 

• Adjust Growth Projections Based On Recent Experience. As dis­
cussed previously,actual caseload growth and the average_l>asic grant 
amount are running above the depa:t:Wient's projectimis.~ Thus~ the 
department's estimate understates the costs attributable to these fac-
tors. ' 

We believe that these steps will improve the department's estimate of 
the caseload for 1987-88, and will provide valuable information on what 
factors are driving the growth in this program. Therefore, we recommend 
that prior tQ budget hearings, the department advise the fiscal committees 
on its plan to incorporate the above factors in its May revision estimates 
of expenditures. We further recommend that the Legislature adopt sup­
plemental report language that requires the department to implement a 
system to identify applicants with AIDS and ARC, and compile statistical 
information using that system. . 

The following language is consistent with this recommendation: 
"The Department of Social Services shall implement a system by Sep­

tember 1, 1987 to identify and track those applicants for aid under Title 
II and Title XVI who have a diagnosis of Acquired Immune Deficiency 
Syndrome (AIDS) or AIDS-related conditions (ARC). In addition, the 
department shall compile statistical information on these individuals, in­
cluding (1) the number of applicants that are found eligible and ineligible 
for aid, (2) the category of eligibility (Title II, Title XVI,or cOij.current), 
and (3) the date ofCa) application and (b) final determination of eligibili-
ty status." ' 

Continuing Saga of Continuing Disability Reviews 
We recommend that prior to budget hearings, the department advise the 

fiscal committees of its plan to revise its estimate of savings due to the 
resumption of continuing disability reviews (CDRs). 

In 1980, Congress enacted amendments to the Social Security Act (PL 
96-265) which expanded the requirement for periodic reviews of both 
disabled Social Security and SSI/SSP recipients in order to determine their 
continued eligibility for benefits (referred to as "continuing disability 
reviews"-CDRs). These reviews resulted in thousands of appeals to the 
federal courts by individuals whose grants were reduced or, terminated. 
As a result, on April 1, 1984 the Secretary of Health and Human Services 
(HHS) imposed a moratorium on the CDR process, pending further legis­
lative action. Congress'established new standards for disability'reviews in 
the Social Security Disability Benefits Reform Act of 1984 (PL 98-460). 
Based on this legislation, HHS prepared new CDR regulations which were 
effective December 6, 1985. As a result, disability reviews resumed in 
California in January 1986. . 

The Disability Evaluation Division (DED) within the department is 
responsible for performing, the disability reviews for the Social Security 
Administration (SSA) , and determining whether beneficiaries should be 
continued or terminated from aid. The DED advises that SSA has sent 
CDR cases at a much slower rate than anticipated. This is due in partto 
federal fiscal constraints which have reduced the funding levels for both 
SSA and DED positions that process CDRs., " 

The budget assumes that resumption of the CDRs will resultin ~avings 
to the General Fund because these reviews will identify some SSI/SS£ 
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reCipients as ineligible for assistance. The department estimates that the 
General Fund savings will total $987,000 in 1986-87 and $3.2 million in 
1987-88, despite· the slow-down in the number of cases sent to the state. 

We have reviewed the department's savings estimate, and have identi­
:fied a number of factors which could cause the savings from CDRs to be 
either higher or lower than what the budget assumes. We believe that the 
department can improve its estimate if it takes into account the following 
factors: 

• The Total Number of Cases Which Will be Reviewed in the Current 
. and Budget Years Will Probably Be Lower ThantheNumber Estimat­

ed in the Budget~ Thereby Reducing Savings: This is primarily be~ 
cause the SSA has not been releasing cases at the rate thatis projected 
by the department. The department expects that 14,000 cases will be 
reviewed in both the current and the budget year. The most recent 
estimates from the SSA, however, indicate that it will send approxi­
mately 7,000 cases in 1986-87, and possibly 10,000 cases in 1987-88. If 
DED processes the number of cases identified by SSA, then the Gen­
eral Fund savings will be $800,000 lower than the department projects 
for 1987-88. 

• The Percentage of Ca$es Terminated from Aid May Be Higher Than 
the Department Projects~ Thereby Increasing Savings. The de­
partment estimates that on average 10 percent of the cases reviewed 
will be terminated from aid. However, the actual termination rate has 
been 12.3 percent for the 7,000 cases which DED processed prior to 
October 1, 1986. In addition, the SSA has informed DED that it in­
tends to send a high proportion of "medical improvement expected" 
(MIE) cases for review in 1987-88. These are the cases which are most 
likely to result in a relatively high termination rate. If the termination 
rate is actually 12 percent, rather than 10 percent~ the General Fund 
savings for the budget year will be $643,000 higher than estimated by 
the department. 

• The Appeals Rate May be Lower Than the Department Expects~ 
Thereby Increasing Savings. Recent experience with CDRs has 
resulted in an appeals rate of about 20 percent by the SSI/SSP 
benefiCiaries who were terminated by DED. The department; 
however, assumes that 80 percent of those individuals who are found 
ineligible for aid will appeal this decision. The department further 
assumes that 60 percent of those appeals will be denied, resulting in 
terminations from aid. To the extent that there are fewer appeals than 
the department estimates, savings will be greater for both the current 
year and 1987-88. 

It is difficult to accurately estimate the amount of savings the state will 
realize as a result of the new CDR regulations because the state has had 
little experience with these regulations. Currently, DED has information 
about the actual termination and appeals rates it has experienced during 
the past year of processing CDRs, and the number of CDR cases that it 
expects to process in 1987-88. The department should use this information 
to prepare its May revision of estimated savings as a result of CDRs. 

Therefore, we recommend that prior to budget hearings, the depart­
ment advise the fiscal committees of its plan to revise its estimate of 
savings due to the resumption of CDRs. 
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Department of Social Services 

SPECIAL ADULT PROGRAMS 

Item 5180~121 from the General 
Fund and the Federal Trust 
Furtd Budget p. HW 153 

Requested 1987-88 .............................................. : .......................... . 
Estimated 1986-87 .................................................... ; ...................... . 
Actual 1985-86 ................................................................................. . 

Requested increase $592,000 (+23.5 percent) 
Total recommended reduction ....................... ;' ........................... . 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-121-()()1~pecial AdUlt Programs 
518();.121-8~pecial Adult Programs 

GENERAL PROGRAM STATEMENT 

Fund 
General 
Federal 

, $3,108;000 
2,516,000 
2,565,000 

None 

Amount 
$3,108,000 

(75,000) 

The Special Adult programs consist of three distinct program elements 
designed to fund the emergen<:!y and special needs of Supplemental Secu­
rity Income/State Supplementary Program (SSIISSP) recipients. These 
elements are the (1) Special Circumstances program, which provides 
financial assistance for emergency needs, (2) Specjal Benefits program, 
which provides a monthly food allowance for guide dogs belonging to 
blind SSI/SSP recipients, and (3) Temporary Assistance for Repatriated 
Arriericans program, which provides assistance to needy U.S. citizens re­
turning from foreign countries. 

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes a General Fund appropriation of $3,108,000 for the 

Special Adult programs in 1987-88. This is $592,000, or 23 percent, more 
than estimated General Fund expenditures for this program in the current 
year. This increase results primarily from projected expenditure growth 
in the Special Circumstances program.', ", 

The budget also proposes $75,000 in federal funds to provide cash assist­
ance to repatriated Americans. This is the same amount as is estimated for 
expenditure'in the current year. " 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes General Fund expenditures in 1987-88 that are 92 

percent higher than the amount initially appropriated for Special Adult 
programs in 1985-86. During 1985-86, flooding in many parts of the state 
resulted in increased expenditures for emergency needs under the Special 
Circumstances program. Final expenditures were almost 60 percent high­
er than the amount that had been appropriated for 1985-86. 

Despite the fact that extensive flooding has not reoccurred, the depart-
, " 
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SPECIAL ADULT PROGRAMS-Continued 

ment is projecting significantly increased expenditures for both the cur­
rent and budget year. The growth rate was estimated based on the in­
crease in expenditures between 1984-85 and 1985--86, adjusted for 
expenditures during the flood months. The Department of Social Services 
anticipates that expenditures for the Special Circumstances program will 
continue to increase at the same rate. Qllr analysis indicates that the 
proposed increase is appropriate. 

Department of Social Services 

REFUGEE CASH ASSISTANCE PROGRAMS 

Item 5180-131 from the Federal 
Trust Fund Budget p. HW 159 

Requested 1987-88 ...... , ................................................................... $43,113,000 a 

Estimated 1986-87 ............................................................................ 47.,429,000 
Actual 1985--86 ................................................................................... 52,110,000 

Requested decrease $4,316,000 (-9.1 percent) ., . 
Total recommended reduction .................................................... None 
a lncl~des $381,000 proposed in Item 5180-181-890 as a 3.6 per~ent cost-of-living incre~~e effective January 

1,1988. . . . . 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-131-8!JO..-.cRefugee programs-local assistance 
5180-181-8!JO..-.cRefugee programs-local assistance, 

COLA 

Total 

GENERAL ·PROGRAM STATEMENT 

Fund 
Federal. 
Federal 

Nnount 
$42,732,000 

381,000 

$43,113,000 

This item appropriates federal funds that pay for the costs of cash grants 
and medical assistance provided to refugees and Cuban/Haitian entrants 
who are eligible for assistance and who have been in this country for less 
than 31 months. Refugees who have been in this country for morethan 
31 months, and who meet applicable eligibility tests, receiveassistaIice 
under the Aid to Families with Dependent Children (AFDC), Supple­
mental Security Income/State Supplementary Program (SSI/SSP), Medi­
Cal, and county general assistance programs. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes expenditures .of $43,113,000 in federal Junds for 

cash and medical assistance provided through the Refugee Cash Assist­
ance program to refugees and entrants in 1987-88. This represents a r¢duc­
tion of $4.3 million, or 9.1 percent, compared with estimated current~year 
expenditures for these programs. . 

The $4.3 million decrease consists of (1) a $4,697,000 reduction due to 
a 12 percent reduction in projected caseloads and (2) a $381,000 increase 
proposed in Item 5180-181-890 as a 3.6 percent cost-of-living adjustment 
that would take effect on January 1, 1988. 
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We discuss the impact of delaying the statutory cost-of-living adjust­
ment in our discussion of Item 5180-181-001. Legislative action to change 
the amount or effective date of COLAs on AFDC grants would also affect 
increases provided to individuals receiving Refugee Cash Assistance." 

Department of Social Services 

COUNTY ADMINISTRATION OF WELFARE PROGRAMS' 

Item 5180-141 from the General 
Fund and Federal, Trust Fund Budget p. HW 154 

Requested 1987-88 .;.' ................ ; ...................................................... $156,863,000 
Estimated 1986-87 ....................................................... ;.................... 140,635,000 
Actual 1985-86 ................................................ ,................................. 125,256,000 

Requested increase $16,228,000 (+ 11.5 percent) 
Total recommended 'reduction ............................................... : ... . 
Recommendation pending ....................................... ~ ...... ~ ............ . 

2,382,000 
2,500,000 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-141-001-County administration 
51BO-141-890-County administration 

Fund 
General 
Federal 

"Amount 
$156,863,000 
(402,644,000) 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Income and, Eligibility .Verification System (IEVS). 

, Reduce Item 5180-141-001 by $1.8 million and Item 5180-141-
'890 by $3.5 million. Recommend reduction of $5.3 mil­
lion to reflect a more cost-effective targeting of county case 
reviews. Further recorrir:p.end adoption of supplemental re­
port language requiring the Department of Social Services 
(DSS) to collect data needed to maximize savings and mini­
mize costs under IEVS. 

2. County Cost Control. Withhold recommendation on $2.5 
million from the General Fund pending receipt of a final 
implementation plan for establishing county productivity 
targets. , ',' 

3. Allocating County Overhead Costs.' Recommend the 
Legislature adopt supplemental report language requiring 
DSS to report on the costs and savings that may result from 
changing the way county overhead costs are apportioned to 
various county-administered welfare programs. 

4. Greater Avenues for Independence (GAIN) Administrative 
Savings. Reduce Item 5180-141-001 by $582,000 and Item 
5180-141-890 by $1.2 million. Recommend reduction of 
$1.8 million in order to account for administrative savings 
that will result from Aid to Families with Dependent Chil­
dren (AFDC) caseload reductions due to services provided 
under the GAIN program. 

Analysis 
page 
754 

756 

756 

758 
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COUNTY ADMINISTRATION OF WELFARE PROGRAMS-Continued 

GENERAL PROGRAM STATEMENT 
This item contains the General Fund appropriation for the state's share 

of costs incurred by counties in administering (1) the Aid to Families with 
Dependent Children (AFDC) program, (2) the Food Stamp program, 
and (3) special benefits for aged, blind, and disabled recipients. It also 
sUJlJlorts the cost of training county eligibility andnonservice staff. In 
addition, this item identifies the federal and county costs of administering 
child support enforcement and cash assistance programs for refugees. 

OVERVIEW OF THE BUDGET REQUEST . 
The budget proposes an appropriation of $156.9 million from the Gen­

eral Fund as the state's share of the costs that counties will incur in 
administering welfare programs during 1987-88. This is an increase of 
$16.2 million, or 11.5 percent, over estimated current-year General Fund 
expenditures for this purpose. The $156.9 million includes $5.4 million to 
fund increased General Fund costs resulting from the estim~ted 3.6 per­
cent cost-of-living adjustment (COLA) granted by the counties to their 
employees during 1986-87. In accordance with the policy established by 
the Legislature in recent budget acts, counties will pay fQr any COLAs 
granted to county employees in the budget year using county and federal 
funds. The state will fund its share 'of these costs starting in 1988-89. 

The budget proposes total expenditures of $757.9 million for county 
administration of welfare programs during 1987-88,as shown in Table 1. 
This is an increase of $46.9 million, or 6.6 percent, over estimated current­
year expenditures. 

Proposed General Fund Changes 
Table 2 displays the adjustments to General Fund expenditures for 

county administration proposed for 1987-88. The net increase of $16.2 
million primarily reflects the following factors: (1) $5.4 million needed to 
fund the estimated 3.6 percent retroactive COLA, (2) $4.4 million in 
additional funds due to higher-than-antiCipated welfare caselmids (basic 
costs), (3) $2.8 million in additional funding for automation projects 
( SAWS), and (4) $4.2 million in support of a federally ma,ndated income 
and asset verification system.' . 

Table 2 

County Administration of Welfare Programs 
Proposed 1987-88 General Fund Changes 

(dollars in thousands) 

1986-87 expenditures (revised) ................................. , .............•.......................... 

A. Adjustments to Ongoing Costs or Savings 
1. AFDC Administration 

a. Basic Caseload Costs· ....................................................... ; ................... . 
b. Court Cases/Legislation ., ................................................................... . 
c. Fraud Prevention Detection ............................................................. . 
d. Income and Eligibility Verification System ................................... . 
e. Statewide Automated Welfare System (SAWS) ........................... . 
f. Other ....................................................................................................... . 

Subtotal ................................................................. : ............................. . 

Cost 

$3,106 
488 

-223 
1,591 
1,473 
-399 

Total 
$140,635 

$6,036 
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County Welfare Department Administration 
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Budget Summary 
1985-86through 1987-88 
(dollars in thousands) 

Actuai 1985-86 Estimated 1986-87 Proeosed 1987-88 
Recipient Category . State Federal County Total State Federal County Total State Federal County Total 
1. AFDC Administra-

tion ............................ $93,764 $149,947 $1ll,845 $355,556 $107,915 $206,258 $115,304 $429,477 $117,997 $214,953 $117,339 $450,289 
2. Nonassistance Food 

Stamps .......... ; ........... 23,943 91,133 27,583 142,659 28,483 63,619 28,572 120,674 34,678 76,967 31,622 143,267 
3. Child Support En-

forcement ................ 3,619 87,820 41,568 133,007 100,529 44,600 145,129 101,777 46,940 148,717 
4. Special Adult Pro-

grams ........................ 1,561 60 1,621 1,910 69 1,979 2,090 2,090 
5. Refugee Cash Assist-

ance .......................... 8,828 16 8,844 0 4,832 63 4,895 0 4,285 66 4,351 
6. Staff Development .. 1,862 3,493 2,035 7,390 1,991 4,483 2,307 8,781 2,063 4,644 2,390 9,097 
7. Adoption Assistance 116 22 138 27 14 41 35 18 53 ::e 

--- --- --- --- --- --- --- --- t"l 
Subtotals .................. $124,865 $341,243 $183,107 $649,215 $140,326 $379,735 $190,915 $710,976· $156,863 $402,644 $198,357 $757,864 > 

8. Local Mandates ........ 291 -291 309 -309 t3 
9. Employffient ::e 

a. GAIN ...................... > 
b. WIN-Demo .......... 100 900 1,000 Z 

0 
c. Other ........... : ........... 

~ 
Totals., ...................... $125,256 $342,143 . $182,816 $650,215 $140,635 $379,735 $190,606 $710,976 $156,863 $402,644 $198,357 $757,864 t"l 

t"' 

~ 
~ 
t"l 
....... ... en w 
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COUNTY ADMINISTRATION OF WELFARE PROGRAMS-Continued 
2. Nonassistance Food Stamps Administration 

a. Basic Caseload Costs .......................................................................... .. 
b. Fraud Prevention/Detection ............................................................ .. 
c. SAWS ....................................................................................................... . 
d. Income and Eligibility Verification System .................................. .. 
e. Voluntary Quit Sanction ................................................................ , .... . 

Subtotal .............................................................................................. .. 
3. Other Programs 

a. Basic Caseload Costs .......................................................................... .. 

Subtotal.. .................................................................... ~ ........................ .. 

B. New Costs 

$1,198 
33 

1,266 
2,659 
-168 

1. Retroactive COLA (3.6%) ...................................................................... $5,398 

Subtotal .............................................................................................. .. 

C. Elimination of Local Mandates.................................................................... -309 

$4,988 

$115 

$5,398 

Subtotal................................................................................................ -309 

1987-88 expenditures (proposed) .................................................................... .. 
Change from 1986-87: 

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

ANALYSIS AND RECOMMENDATIONS 
Income and Eligibility Verification. System 

$156,863 

$16,228 
11.5% 

We recommend a reduction of $5.3 million ($1.8 million General Fund 
and $3.5 million federal funds) in order to reflect a more cost-effective 
targeting of county case review under the Income and Eligibility Verifica­
tion System. We further recommend that the Legislature adopt supple­
mental report language directing the Department of Social Services to test 
a number of different levels of follow-up in order to determine the most 
effective targeting of county case reviews. (Reduce Item 5180-141-001 by 
$1.8 million and Item 5180-141-890 by $3.5 million.)_ 

The 1987--88 budget proposes $22 million ($5.2 million General Fund, 
$5.2 million county funds, and $11.6 million federal funds) for support of 
the Income and Eligibility Verification System (IEVS). Of this amount, 
$7.7 million is budgeted for activities under the AFDC program and $14.3 
million under the Food Stamp program. This system, which is required by 
federal law, is designed to electronically review the names of AFDC, Food 
Stamp, and Medicaid recipients and applicants in order to verify that these 
individuals accurately report income, assets, and other government bene­
fits-such as Unemployment Insurance-to county welfare departments. 
The department expects the system to be fully implemented by Septem­
ber 1988. 

IEVS Overlaps Existing Systems. California currently operates a va­
riety of computerized fraud detection and eligibility verification systems. 
Specifically, DSS checks income, assets, and government benefits received 
by AFDC recipients. Once IEVS is ftilly operational, the following changes 
will result: . 

• Applicants, as· well as. recipients, of AFDC would be reviewed for 
unreported sources of income and assets. Currently, only recipients 
receive these rev:iews. 

• Individuals who receive only food stamp benefits would be subject to 
these reviews. Currently, these individuals are not subject to such 
reviews. 
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• Counties would be required to follow-up on all information received 
from the automated fraud systems. Currently, counties have the op­
tion of investigating cases where computer reviews indicate that fami-
lies have sources of income.· . 

We discuss implementation of IEVS in our analysis of Medi-Cal adminis­
tration expenditures (please see Item 4260). In that analysis, we reach the 
following conclusions: 

• . Targeting Needed. The budget requests funds to review 100 per­
cent of the cases where income and· assets are found-no·. matter 
whether $1 or $100,000 of income or !!-ssets are identified by the com­
:Ruter review. We think that by targeting follow-up to those cases with 
the highest potential return, the state will realize large administrative 
savings without a large reduction in the level of grant savings assumed· 
in the budget. ; 

• Automation of Case Reviews May Increase Savings. The budget 
proposal assumes manual review of cases. We believe that automating 
a portion of the follow-up activities would achieve major savings to 
the state. 

Clearly, the state must comply with the federal I~VS requirement. We 
believe that a reasonable response to this mandate. is to maximize the 
savings and minimize the cost of IEVS. In order to achieve this goal, the 
state should follow-upon less than 100 percent of the cases. The depart­
ment, however, does not have the necessary data to most effectively target 
follow-up. activities. Until that data are available, we believe that the 
existing level of follow"up would provide the most cost-effective targeting 
guidelines for IEVS. 

Therefore, in orderto implement IEVS in a cost-effective manner, we 
recommend that the Legislature: 

1. Reduce proposed IEVS funding by $5;3 million ($1.8 million General 
Fund, $3.5 million federal funds) in order to reduce the level of follow-up 
from 100 percent to the level of case review currently established for 
existing fraud activities. This level of follow-up is based on the depart­
ment's past assessment that cases warrant review only when identified 
resources exceed a set dollar amount. Our recommendation would require 
counties to follow-up on all cases where reviews indicate follow-up is 
warranted. Since counties do not currently follow-up on all targeted cases, 
our recommendation. would substantially increase the existing level of 
county case reviews. 

2. Require DSS to gather data necessary to target cases for each of the 
types of income,assets, and benefits. With this data, the department will 
be able to determine the level of case review that yields the highest level 
of fraud detection while minimizing administrative costs. 

3. Require DSS to report to the Legislature on the extent to which 
county case reviews can be automated. 

The following supplemental report language is consistent with this rec­
ommendation: 

"The Department of Social Services shall test a variety of follow-up 
thresholds under the Income and Eligibility Verification·System (IEVS) 
program in order to determine the amount of follow-up that is needed to 
ensure that the program maximizes savings at the lowest possible· costs. 
The department shall report by December 1, 1987 to the Legislature 
concerning the extent to which local follow-up activity can be automated. 
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COUNTY ADMINISTRATION OF WELFARE PROGRAMS-Continued 

This report shall include an assessment of the costs and savings of automat­
ing the various components of county IEVS workload." 

Cost Control Study Could Affect Costs in 1987-88 
We withhold recommendaUon on $2.5 million from the General Fund 

proposed for county administration of AFDC pending receipt of a final 
implementation plan for establishing productivity targets from the De­
partments of Social Services and Health Services. 

The 1986 Budget Act requires· the Departments of Social Services and 
Health Services to conduct a study' of the current cost control plan that 
is used for funding county administration of the AFDC, Food Stamp, and 
Medi-Cal programs. The County Welfare Directors Association (CWDA) 
also is participating in the study. The current cost control plan establishes 
productivity levels for each county's eligibility workers. Using these tar­
gets, the department calculates allowable county administrative costs. 

The base year used to set productivity targets for AFDC administration 
is 1980-81. This means that, for the purpose of funding county operations, 
eligibility worker targets were last updated during 1980-81. While DSS 
adjusts targets to compensate for changes in workload associated with 
policy changes, any increases or decreases in worker productivity due to 
innovations in local administration, such as automation, are not reflected 
in productivity targets. . 

The outcome of the required study of caseload targets could significant­
ly affect the level of funding needed to support AFDC and Food Stamp 
program administration in the budget year. According to DSS, for in­
stance, updating the base year for AFDC and food stamp productivity 
targets to 198~6 would result in General Fund savings of $7.5 million, or 
4.8 percent, from the level proposed for 1987.:...88. The department further 
advises that, should the Legislature approve these" higher targets,DSS 
would suggest a three-year phase-in period, in order to allow counties time 
to adjust. This phase-in schedule would reduce budget-year savings to $2.5 
million. 

The 1986 Budget Act states the Legislature's intent to act on one of three 
cost-control alternatives: (1) if the state departments agree with the 
CWDA on a method of determining targets, then the agreed-upon plan 
should be implemented; (2) should the parties not agree on a methodolo­
gy, any alternative method proposed by CWDA would be considered by 
the Legislature; and (3) should no new proposal be satisfactory, the act 
states the Legislature's intent to update the base year used to set produc­
tivity targets. 

Until the joint cost control report is submitted, the Legislature cannot 
act. Since an update of the base year would result in substantial General 
Fund savings, we withhold recommendation on $2.5 million from the 
General Fund pending receipt of the final cost control study. 

County Welfare Department Overhead Costs 
We recommend that the Legislature adopt supplemental report lan­

guage requiring the department to report by December 1~ 1987 on the 
impact of changing the method used to allocate county welfare depart-
ment overhead costs.. ' . 

County administrative allocations are determined in two parts. First, 
support for direct costs-salaries and benefits of workers who directly 
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provide services-,-are calculated based on county-specific productivity 
targets (see above discussion). The remaining administrative staff (over­
head) costs are then allocated to each program operated by county wel­
fare departments based onthe program's share of direct service costs. This 
cost allocation plan is designed to ensure that each program pays for its 
appropriate share of the costs 6f operating the welfare departments. 

It is important to accurately distribute overhead costs because state and 
county funding shares for administration differ by program. The Medi~Cal 
and GAIN programs, for example, require no county funds; thus, adminis­
trative costs are shared equally by the state and federal governments. The 
administrative costs of the Food Stamp and AFDC programs are shared 
between the federal government (50 percent) and state and county gov­
ernments (25 percent each). Thus, if administrative costs attributable to 
the· GAIN program are charged to the AFDC· program, counties would 
pay more than their fair share of overhead costs. 

New Method of Allocating· Overhead Contemplated. According to 
DSS, the complications of introducing the GAIN program into the alloca- .. 
tion method-and the potential for unintended cost shifts-prompted the 
department to look for alternatives to the current overhead cost system. 
Instead of allocating overhead costs based on service costs, beginning in 
1988-89 counties would be required to track a large proportion of actual 
overhead costs resulting from the operation of each program (referred to 
as "direct charge"). 

Changing the overhead allocation methodology to a direct charge sys­
tem may result in cost shifts, however. This would occur if the current 
system does not accurately charge programs for the costs generated by 
each program. While it is likely that counties will experience relatively 
small cost shifts, these small shifts could add up to a significant amount of 
General Fund costs or savings to the state. 

The department advises that it cannot make any projection of the cost 
impact of direct charging until after the completion of a pilot study which 
will begin in April 1987. This pilot will measure the extent to which cost 
shifts occur due to direct charging. 

Since direct charging may result in significant General Fund costs or 
savings, we believe the Legislature needs to know what the department 
plans to do regarding changing the overhead allocation methodology as 
well as the poteIltial fiscal consequences of any change in the way over­
head costs will be allocated. For these reasons, we recommend that the 
Legislature adopt supplemental report language requiring DSS to report 
by December 1, 1987 on (1) its plan to revise the method used to allocate 
county welfare department overhead costs, (2) the anticipated impact of 
this change on each county, (3) the department's plan to temporarily or 
permanently reduce the impact on individual counties, and (4) the cost 
or savings to the state due to shifts in the amount of overhead attributed 
to the operation of AFDC, Food Stamp, GAIN, Medi-Cal, and other social 
services programs. 

The following language is consistent with this recommendation: 
"The Department of Social Services shall report by December 1, 1987 

to . the fiscal committees of the Legislature and the Joint Legislative 
Budget Committee on its plan to revise the way county welfare depart­
ment overhead costs are allocated beginning in 1988-89. This report 
shall fully describe the department's proposal and shall include the 
following information: (1) the total cost or savings to the state due to 
shifts in the amount of overhead attributed to the operation of the Aid 
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to Families with Dependent Children, Food Stamp, Greater Avenues. 
for Independence, Medi-Cal, and other social services programs admin­
istered by county welfare departments; (2) the costs or savings that· 
each county would experience due to cost shifts; and (3) the depart­
ment's plan to temporarily or permanently reduce the impact of these 
shifts on individual counties." 

The GAIN Program Will Result in Administrative Savings 
We recommend a reduction of $1.8 million ($582,000 from the General 

Fund and $1.2 million from federal funds) in order to reElect the adminis­
trative savings of caseload reductions resulting from education and train­
ing services· provided under the GAIN program.. (Reduce Item 
5180-141-001 by $582,000 and Item 5180-141-890 by $1.2 million). 

The Greater Avenues for Independence (GAIN) program provides ed­
ucation and training services to AFDC recipients in order to help them 
find employment. The 1987--88 budget reflects savings in AFDC grants 
resulting from GAIN participants finding jobs, thereby reducing or elimi­
nating their need for state assistance. The 1987,...88 budget proposes $130 
million in grant savings due to GAIN. (Please see Item 5180-101 for a more 
complete discussion of this estimate.) 

The budget, however, does not propose corresponding savings in AFDC 
administrative costs due to the GAIN program. The department advises 
that not all increases in employment will result in administrative savings. 
This is because some individuals will not earn enough to be terminated 
from aid. For these families, AFDC grants will be reduced, but not elimi­
nated. Thus, no administrative. savings would result from families that 
receive a reduction in their AFDC grant due to income from employment. 

There would be administrative savings to county welfare departments 
however, for families who are terminated from aid. This is because the 
counties would no longer have to review these cases monthly. In order to 
accurately reflect this reduction, we relied upon administrative cost data 
from the Manpower Demonstration Research Corporation study of the 
San Diego Employment Preparation Program. Using this data and DSS 
projections of GAIN caseloads, we estimate that administrative savings 
due to GAIN will total $1.8 million ($582,000 General Fund, $1.2 million 
federal funds). 

Therefore, in order to reflect the administrative savings that realistically 
can be expected to result from caseload reductions due to education and 
training services provided under the. GAIN program, we recommend a .. 
reduction of $582,000 from the General Fund and $1.2 million in federlll 
funds. 
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Department of Social Services 

SOCIAL SERVICES'PROGRAMS 

Item 5180-151 from the General 
Fund and Federal Trust Fund Budget p. HW 155 

Requested 1987-88 ............................................... , .......................... $520,318,000 a 

Estimated 1986-87 ........................................................................ : ... 430,584,000 
Actual 1985-86 ................................................................................... 306,636,000 

Requested increase $89,734,000 (+20.8 percent) 
Total recommended reduction ..................................................... $5,000,000 

a This amount includes $25/i,OOO proposed in Item 5100-1Bl-00l (b) for cost-of-Iiving increases. 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
51BO-151-OO1-Social Services Programs, local as­

sistance 
51BO-151-890-Social Services Programs, local as­

sistance 
5180-181-001 (b)-Social Services Programs, local 

assistance 

Total 

Fund 
General 

Federal 

General 

Amount· 
$520,062,000 

(492,462,000) 

256,000 

$520,318,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Child Welfare Services (CWS).,.--Case Definitions: Rec- '765 
ommend that the Legislature adopt supplemental report 
language requiring the department to develop uniform 
ease definitions for the CWS program. . 

2. CWS-Workload Guidelines. Recommend that the 766 
Legislature adopt supplemental report language requiring 
the department to review its current workload g~delines. 

3. CWS-Corrective Action. Recommend that the Legis-767 
lature adopt supplemental report language requiring the 
department to develop corrective action plans in order to 
bring the adininistrafion of the CWSprogr~m into compli-
ance with state and federal regulations. -

4. CWS-Caseload. Estimates. Recommend that prior to 769 
budget-hearings, the department advise the fiscal commit-
tees on its progress in adjusting its estimate of caseloads to 
account for specific factors. 

5. County Services Block Grant-Funding. Recommend 77.0 
that the Legislature adopt supplemental report language .. 
requiring the department to determine the appropriate . 
funding and staffing levels for the programs in the County.· 
Services Block Grant. . 

6. Office of Child Abuse Prevention-Primary Prevention 773 
Programs. Recommend that the Legisl~ture adopt sup­
plemental report language requiring the departinent to 
report on the performance of the Primary Prevention Pro­
grams and their impact on the CWS system. 

25--75444 
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7. Office of Child Abuse Prevention-Child Abuse Preven- 776 
tion and Intervention Programs. Recommend that the 
Legislature adopt supplemental report language requiring 
the department to modify its current evaluation system. 

8. In-Home Supportive Services (IHSS)-Federal Funds. 782 
Reduce Item 5180-151-001 by $400,000 and increase Item 
5180-151-890 by $400,000. Recommend a reduction in 
General Fund support to reflect.an increase in available 
federal Title XX funds. Further recommend that the Legis­
lature adopt Budget Bill language requiring the depart-
ment to use specified federal funds that revert to it for 
support of the IHSS program. 

9. IHSS-Court Case Costs. Recommend that the depart- 783 
ment advise the fiscal committees on the basis for its esti-
mate of the cost of retroactive payments for a court case. 

10. IHSS-Preadmission Screening (PAS). Reduce Item 784 
5180-151-001 by $3.2 million. Recommend a reduction 
in General Fund support to reflect a lower number of 
referrals from the PAS program to IHSS. 

11. IHSS-Contract Costs. Recommend that the depart- 784 
ment advise the fiscal committees on the basis for its pro­
jection that contract costs will not increase in 1987--88. 
Further recommend that the Legislature adopt supple-

. mental report language requiring the department to sub­
mit a report on the reasons for contract cost increases, and 
its plan to control these costs. 

12. IHSS-Workers' Compensation Costs. Recommend that 786 
the department advise the fiscal committees on the basis 
for its estimate that workers' compensation costs will in­
crease by 82 percent in 1987--88. 

13. IHSS-Mid-year Allocation Formula. Recommend that 786 
the department advise the fiscal committees on its plan for 
the mid-year allocation of IHSS funds in the current year 
and in 1987--88. 

14. Greater Avenues for Independence (GAIN)-Redirection 788 
of Available Resources. Recommend that prior to 
budget hearings, the department report to the fiscal com­
mittees on its revised estimate of the amount of existing 
resources that may be redirected and used to provide edu­
cation and training s~rvices to participants in the GAIN 
program. 

15. GAIN-Administrative Links to Existing Programs. 790 
Recommend that prior to budget hearings, the depart-
ment advise the fiscal committees of the actions that are 
needed to ensure that existing resources will be available 
to GAIN participants. 

16. GAIN-Maximize Federal Funding. Increase Item 5180- 791 
151-890 by $2.8 million. Recommend increasing federal 
funding in order to reflect the full amount of funds that are 
available to the state for the operation of employment pro­
grams for Aid to Families with Dependent Children 
(AFDC) recipients. 

17. GAIN-Availability of Additional Federal Funds. Rec- 791 
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ommend that the department submit along with the May 
revision an assessment of the GAIN activities that are eligi­
ble for support with specified federal funds. 

18. Work Incentive Demonstration (WIN-Demo)-Funding 792 
Needs. Reduce Item 5180-151-890 by $781,000 arid in­
crease reimbursements by $1.4 million. Recommend 
reducing $781,000 in federal funds and redirecting a like 
amount in General Fund support from the WIN-Demo 
program to the GAIN program in order to accurately re-
flect the funding needs of the Employment Development 
Department under the WIN-Demo program. Further rec­
ommend increasing DSS. reimbursements for the GAIN 
program by $1.4 million in order to recognize the availabili-
ty of federal Job Service funds. 

19. GAIN-Child Care Licensing Funds. Reduce Item 5180- 792 
151-001 by $1.4 million. Recommend that $1.4 million 
from the General Fund for the support of child care licens-
ing activities be transferredto other items where this fund-
ing properly belongs. . 

20. GAIN~Remedial Education Expenses. Recommend 793 
that prior to budget hearings, DSS report to the fiscal com­
mittees regarding its proposed policy for allowing countY 
remedial education costs to exceed the amount provided 
by average daily attendance reimbursement. 

GENERAL PROGRAM STATEMENT 
The Department of Social Services (DSS) administers various programs 

that provide services, rather than cash, to eligible persons who need gov­
ernmental assistance:The six major programs providing these services are 
(1) Other County Social Services (OCSS), (2) Specialized Adult Services, 
(3) Employment ServiCes, (4) Adoptions, (5) Refugee programs, and (6) 
Child Abuse Prevention. 

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

OVERVIEW OF THE BUDGET REQUEST 
The budget requests an appropriation of $520.3 million from the Gen­

eral Fund to support social services programs in 1987-88. This is an in­
crease of $89.7 million, or 21 percent, above estimated. current-year 
expenditures. 

The budget proposes. $1.1 billion in expenditures from all funds to sup­
port social services. This amount consists of $1 billion in appropriated 
funds (state and federal funds), $85.7 million in county expenditures, and 
$5.3 million from the State Children's Trust Fund. Table 1 displays pro­
gram expenditures and funding sources for these programs in the past, 
current, and budget years. . 
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Table 1 
Department of Social Services 

Social Services Programs 
Expenditures From All Funds .. 

1985-86 through 1987-88 a 

(dollars in thousands) 

Actual Est. Prop.' 
Program i985-86 1986-87 1987-88 b 

A. Other County Social Services ...... $289,212 $355,964 $395,940 
1. Child Welfare Services .............. 216,770 280,580 318,389 
2. County Services Block Grant .. 72,351 75,384 77,551 

B. Specialized Adult Services ............ 397·,520 434;184 479,674 
1. In-Home Supportive Services ... 391,922 428,488 473,978 
2. Maternity Home Care ................ 2,184 2,254. 2,254 
3. Access Assistance for· DeaL ...... 3,414 ·3,442 3,442 

C. Employment Services .................... 17,454 121,514 154,453 
1. GAIN .............................................. 3,727 45,100 109,123 
2. WIN-Demo .................................. 12,118 30,135 13,219 
3. JTP A ............... ::;';:: ......................... 1,609 3,453 
4. Other ............ :.; ......... ;; .................... 42,826 32,m 

D. Adoptions ........................................... 15,685 ·20,950 21,032 
E. Refugee Assistance .......................... 34,316 43,979 30,332 

1. Social Services .............................. 15,680 28,070 15,495 
2. Targeted Assistance .................... -2 14,694 14,533 
3. RDP ................................................ 18,638 1,215 304 

F. Child Abuse Prevention ................ 17,601 24,321 23,131 

Totals· .......... ; ................................... $771,697 $1,000,912 $1,104,562 , 
Funding Sources 

. General Fund C .................................. $306,636 $430,584 $520,995 
Federal Funds ................... : ................ 396,802 481,257 492,462 
County Funds ...................................... 69,174 86,733 85,767 
Children s Trust Fund ...................... ~915 2,338 5,338 

Item 5180 

Changef'rom 
1986-87 

Amount .. Percent 
$39,976 11.2% 
37,809 13.5 
2,167 2.9 

45,490 10.5 
.45,490 10.6 

32,939 
64,023 

-16,916· 
~3,453 

-10,715 
82 

-13,647 
-12,575 

-161 
-911 

-1,190 

$103,650 

$90,411 
11,205 
-966 
3,000 

27.1 
142.0 

-56.1 
-100.0 
-25.0 

0.4 
-31.0 
-44.8 
-u 

-:-75.0 
-4.9 

10.3% 

21.0% 
2.3 

-1.1 
128.0 

a Includes actual 1985-86 and anticipated 1986-87 and 1987-88 county expenditures, . 
b Includes funds for 1987-88 COLAs ($256,000 from the General Fund and $28,000 in county funds). Also 

included in these amounts is the Child Welfare Services COLA for 198tHl7. 
C Includes General Fund expenditures of $520.3 million requested in the Budget Bill and $677,000 from 

other appropriations. 

Significant Budget Changes 
Table 2 shows that the propose~level of expenditures from all funds for 

social services in 1987-88 is $1.1 billion, which is anincrease of $103 million 
or 10 percent, above estimated current-year expenditures. It also shows 
the various changes in funding for social services programs that' are 
proposed in the budget year. The more significant of these changes are as 
follows: 

• A $31.1 million increase due to anticipated growth inpaseloads under 
the Child Welfare Services' (CWS) program. . ... 

• A $10.1 million increase to adjust for an unallocated budget reduction 
in the current year in the CWS program. 

• A $29.5 million increase in the IHSS program due to increased case­
loads. 

• A $16.9 million decrease in the Work Incentive (WIN) program due 
to the change over from WIN to the Greater A venues for Independ­
ence (GAIN) program in 29 counties. 
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• A $64.0 million increase in employment programs due to an increase 
from 27 to 56 in the number of counties operating a GAIN program . 

• A $13.6 million decrease in social services programs for refugees due 
to the carryover of funds from 1985-86 into the current year. 

Table 2 
Department of Social Services 

Proposed 1987-88 Budget Changes 
Social Services Programs 

All Funds· 
(dollars in thousands) 

1986-87-expenditures (revised) .................................. : ....................................... .. 
A. Proposed changes: 

1. Other County Social Services 
a. CWS increased caseload ...................................................................... .. 
b. CWS prior-year COLA costs ........................................ : ...................... . 
c. Reduction in costs for severely emotionally disturbed children. 
d. CWS Appeals .......................................................................................... .. 
e. Restoration of current year reduction .............................................. .. 
f. One-time restoration of budget reduction ........................ : .......... : ... . 
g. IHSS administration increased caseload ................................... ; ...... .. 
h. Other IHSS administration costs ...................................................... .. 
i. APS demonstration projects net savings .......................................... .. 

2. In-Home Supportive Services 
a. Increased caseload ......................................................... ; ...................... .. 
b. Miller vs. Woods ·court case ............. ; ....... , ...... , .................................... .. 
c. Time-per-task savings ............................................................................. . 
d. Gatekeeper iricreased caseload ................. , ......................................... . 
e. Restoration of program reductions .................................... : .............. . 
f. Workers' compensation increased costs ............................................ .. 
g. Other IHSS increased costs ................................................................ .. 

3. Employment Services 
a. WIN program phase-out ...................................................................... .. 
b. }TPA child care ..... ; ................................................................................ .. 
c. Reductions in other employment programs ..... ; ............................ .. 
d. GAIN program expansion .................................................................. .. 

4. Adoptions 

$31,145 
1,139 
-961 
1,442 

10,088 
-5,044 

2,180 
63 

-76 

29,542 
8,667 

-1,427 
1,791 
2,047 
3,548 
1,038 

-16,916 
-3,453 

-10,715 
64,023 

a. Enhanced private agency reimbursement .; ............................... ;...... 82 

5. Refugee Programs 
a. Reduced carryover ........................ ;......................................................... -13,647 

6. Child Abuse Prevention 
a. Federal grant programs ........................................................................ -1,190 

B. Proposed COLAs 
,L IHSS Statutory maximum .. ·.......................................................................... 284 

$1,000,912 

. 39,976 

45,206 

32,939 

82 

-13,647 

-1,190 

284 
1987-88 expenditures (proposed) ........................................................................ $1,104,562 

. Change from 1986-87: 
Amount .............................. ,..................................................................................... $103,650 
Percent .................................. , .................................................................. , ....... ,.... 10.3% 

The proposed increase of $103.6 million from all funds consists of (1) a 
General Fund increase of $90;4 million, or 22 percent, (2) a federal funds 
increase of $11.2 million, or 2.3 percent, (3) a decrease in county funds of 
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$966,000, or 1.1 percerit, and (4) an increase of $3 million from the State 
Children's. Trust Fund. The General Fund bears a larger share of the 
increase in the cost of social services programs for the following reasons: 

• County Share Limited. Because the county share of costs for sev­
eral of theset.rograms is limited, increased costs are borne by the 
General Fun . For example, state law limits the increase in the coun­
ties' share of CWS program costs to the percentage cost-of-living 
increase provided in the program. In addition, the counties do not 
share in the costs of the GAIN program which are anticipated to 
increase by 142 percent in 1987-88. Asa result, the General Fund will 
support most of these increased costs for the GAIN program. 

• Limited Federal Funds. The amount of federal funds made avail­
able to California is not based on the cost of the programs, but on 
federal appropriation levels and thestate's share of the nation's popu­
lation (or other demographic measures). Thus, although expendi­
tures for the programs supported by Title XX (IHSS) are budgeted 
to grow by 10 percent in 1987-88, ,California's Title XX allocation for 
federal fiscal year 1988 (FFY 88) is expected to be only 1.8 percent 
more than the state's allocation for FFY 87. 

ANALYSIS AND RECOMMENDATIONS 
OTHER COUNTY SOCIAL SERVICES 

Proposed Funding for OCSS. The budget prQposes total spending 
of $395.9 million for the Other County Social Services (OCSS) program in 
1987-88. This amount consists of $59.2 million in federal funds (Titles IV -A, 
IV-B, and IV-E), $271.7 million in General Fund support, and $65.0 million 
in county funds. The total amount proposed for OCSS is $39.9 million, or 
11 percent, more than is estimated to be expended in 1986-87. 

Of the amount requested for OCSS, $318.4 million is proposed for the 
Child Welfare Services (CWS) program. This amount includes $11.1 mil­
lion (all funds) to fund an average statewide 3.6 percent COLA estimated 
to be provided by county welfare departments to their CWS staff in 1986-
87. The balance of the OCSS request-$77.5 million-is proposed for the 
County Services Block Grant (CSBG). The budget does not propose a 
COLA for OCSS to compensate for inflation in 1987-88. 

County Services Block Grant (CSBG). The CSBG programs include 
In-Home Supportive Services (IHSS) administration, out-of-home care 
and protective services for adults, information and referral, staff develop­
ment, and 13 optional programs. 

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

• The Emergency Response program requires counties to provide im­
mediate social worker response to allegations of child abuse and ne­
glect. 

• The Family Maintenance program requires counties to provide ongo­
ing services to children (and their families) who have been identified 
through the Emergency Response program as victims,. or potential 
victims, of abuse or neglect. 

• The Family Reunification program requires counties to provide serv­
ices to children in foster care who have been temporarily removed 
from their families because of abuse or. neglect. . 

• The Permanent Placement program requires counties to provide case 
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management and placement services to children in foster care who 
cannot be safely returned to their families. 

The Department Has No Uniform Case Definitions for the Child Welfare Serv­
ices Program 

We recommend that the Legislature adopt supplemental report lan­
guage requiring the Department of Social Services to develop uniform 
case definitions for the Child Welfare Services program and to provide 
these definitions to the Legislature by March 1, 1988. 

During the last couple of years the Department of Social Services (DSS) 
and county welfare departments have attempted to reach agreement on 
the definition of a case for the four components of the Child Welfare 
Services (CWS) program: Emergency Response, Family Maintenance, 
Family Reunification, and Permanent Placement. Case definitions are 
particularly important in the current year because the 1986 Budget Act 
requires that the allocation of CWS funds to counties be based 50 percent 
on caseloads. The Budget Act also expresses Legislative intent that by 
1988-89 county allocations for the CWS program will be based 100 percent 
on caseloads. It is our understanding that the department and the counties 
have reached agreement on the definition of a case for all components of 
CWS except Emergency Response (ER). 

The department advises that it is difficult to define .ER "cases" because 
there is no agreement as to the point at which a report of child abuse 
should be considered an ER case. A case could exist at the time a report 
is made; at the time of intake into the ER program; or, at the time of 
disposition from the ERprogram. Currently, the department assumes that 
an ER case exists only after it has gone to the point of disposition. In other 
words, counties are given credit for ER cases once the case has been 
disposed of through closure or transfer to another CWS program. This . 
method has two major shortcomings: 

• It does not take into account staff time spent on (1) ER reports that 
do not contain sufficient information to warrant an investigation and 
(2) investigations that result in a social worker being unable to find 
the alleged victim. Thus, counties will not receive reimbursement for 
these activities. . 

• It does not identify the amount of time a case may be in ER before . 
it is disposed of. A case may receive service for two days or two weeks 
before disposition, but it is counted for a month. As a result, counties 
may be over paid depending on the actual time a case was receiving 
services. 

In view of these shortcomings, the department should take the follow­
ing steps in order to assure that the counties are being reimbursed appro­
priately and that the state is paying no more than what each case requires. 
First, the department should group the ER activities according to the 
amount of time involved, thereby establishing two or more types of ER 
cases. Second, the department's budget proposal should be based on esti­
mates of the amount of social worker time required for each type of case. 
Third, the department should then allocate funds to counties according to 
these factors. This would assure that the counties are reimbursed accord­
ing to the work performed and that the department is paying only for 
actual ER activities. . . 

The department and the counties are apparently near agreement on 
case definitions for the Family Maintenance,Family Reunification, and 
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Permanent Placement programs. The department should formalize the 
case. definitions for these programs and then base its budget proposal and 
allocations on these definitions. This would provide some assurances to the 
Legislature and the counties that only the actual services provided would 
receive reimbursement. 

Therefore, we recommend that the Legislature adopt supplemental 
report language requiring the department to adopt case definitions and 
report on the definitions by March 1, 1988. The following language is 
consistent with this recommendation: 

"The DepaItment of Social Services sh~l adopt case definitions for each 
of the four Child Welfare Services (CWS) programs and budget and 
allocate funds according to these case definitions. The department shall 
develop a case definition for the Emergency Response (ER) program 
that will: . 
".. Account for all activities performed· on reports of child abuse. 
". Group referrals according to .the activities J>erformed for example, 

referral cases could be comprised of the following activities: 
-Report taken, but insufficient for response. 
--'-Attempted response, but no investigation. 
-Investigation and closure without further action. 
"Service cases could be comprised of the following: 
-Reports that result in an intake to ER. 
-Intakes that are transferred to other CWS programs. 

". Determine the length of time cases receive services in ER. 
"The department shall provide these case definitions to· the Legislature 

by March 1, 1988." 

The Department's CWS Workload Guidelines Are Inadequate 
We recommend that the Legislature adopt supplemental report lan­

guage requiring the Department of Social Services to review its current 
workload guidelines and report on the results of this review by April 1, 
198~' 

The Department of Social Services· (DSS) builds its budget proposal for 
the CWS program based on workload guidelines for each of the fourCWS 
components. These workload guidelines represent the number of cases 
that the "average" social worker should be able to carry. The department 
assumes that social workers can carry the following number of cases per 
month: 

• 15.8 cases for the Emergency Response program. 
• 35 cases for the Family Maintenance program. 
• 27 cases for the Family Reunification program. 
• 54 cases for the Permanent PhlCement program. 
Recently, the accuracy of these workload guidelines has been called into 

question. 
Emergency Response Guidelines Are Questionable. The depart­

ment maintains that the workload guideline for Emergency Response 
(ER) is too low. Specifically, the department believes that the guideline 
of 15.8 casel) per month does not. adequately account for the varying 
lengths of time that a case will remain in ER. For example, the workload 
guideline does not account for the increasing number of ER cases that are 
investigated and closed without any further action by an ER social worker. 
Recent data indicates that as of January 1985, 61 percent of all ER cases 
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were closed after investigation without further action. By June 1986, 77 
percent of allER cases were closed after investigation without further 
action. This results in a decreasing amount of work done on ER cases over 
time. Because the 15.8 workload guideline has never been revised, it does 
not account for this decline in the amount of work performed per case. 

The Family Maintenance Guideline Is Questionable. The Family 
Maintenance (FM) guideline of 35 cases per month has been called into 
question by a recent department review of the CWS system. This review 
uncovered 3,300 FM cases statewide that were not active and not receiv­
ing services, but for which the state had been allocating funds to the 
counties. This resulted in the state paying for a workload that was lower 
than the established guideline. .: 

The adequacy of the FM guideline also is called into question by the 
relatively slow, growth in the FM program compared to the caseload 
growth in the Family Reunification and Permanent Placement programs. 
In 1987-88, the department estimates that the FM caseload will grow by 
2.2 percent while the Family Reunification and Permanent Placement 
caseloads will grow by about 8.7 percent. This difference in growth rates 
may indicate that social workers are placing children in foster care in 
order to manage their caseloads in FM. 

Department Needs to Time Study Activities to Determine Appropriate 
Workload Guidelines. In order to resolve the questions surrounding 
the workload guidelines in the ER and FM programs, we recommend that 
DSS time study the activities of these programs. Based 011 the results of 
this study, the department should revise its guidelines used in the budget 
proposal and the allocations to the counties. 

The following supplemental report language is consistent with this rec-
ommendation: 

"The Department of Social Services shall perform. a time study of the 
Emergency Response and Family Mairitenance programs. The study of 
the Emergency Response program should determine the number of 
each type of Emergency Response case that can be managed by a social 
worker. The study of the Family Maintenance program should empha­
size the amount of time needed to provide appropriate efforts to avoid 
out-of-home placement for a child. The study shall be made of an ade­
quate number of cases in a representative sample' of counties. The de­
partment shall report the results of the study to the Legislature by April 
1, 1988." . . 

The Department Needs to Take Corrective Action in Child Welfare Services 
Program 

We recommend that the Legislature adopt supplemental report lan­
guage requiring the Department of Social Services to develop a corrective 
action plan by December 1~ 1987 in order to bring the administration of 
the Child Welfare Services program into compliance with state imd fed­
eral regulations. 

In the fall of 1986 the department conducted a review of the Child 
Welfare Services system in all 58 counties. This r.eview was conducted in 
anticipation of the federal government's review which is scheduled for 
1987. The review evaluated counties' performance in such areas as devel­
oping case plans, maintaining proper case files, and reviewing cases within 
the required time frames. It was not designed to evaluate the quality or 
effectiveness of services provided by the county welfare departments to 
abused children and their families. ' 
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The state reviewed five "critical elements" and 26 "essential elements" 

of the CWS program. The critical elem~nts measured compliance with 
federal law requirements such as (1) keeping assessments or reassess­
ment~ of case plans current and (2) holding permanent placement hear­
ings within .18 months of placement. These elements were weighted more 
heavily than the essential elements. The essential elements were designed 
to' measure county compliance with state .. regulations regarding such 
things as court and administrative reviews and completeness of required 
documents. 

The results of the state's review indicates that county performance was 
poor: 37 counties, or 63 percent, failed the review. In general, the prob­
lems fell into three categories: 

• Deficiencies in the most basic requirements of the. CWS system, such 
as the lack of service plans for some clients. 

• Inadequate or inaccurate case record keeping. 
• Noncompliance with regulations regarding specific time frames for 

such activities as social worker visits with clients. . 
Corrective Action Is Needed So As Not to Jeopardize the Availability of 

Federal Funds. At the time this analysis was prepared, the depart­
ment had no· plans to take corrective action to bring the counties into 
compliance with state and federal regulations. The department acknowl­
edges that if the counties' poor performance continues during the fed~ral 
audit, the results would jeopardize up to $19 million in federal Title IV-E 
funds. . ' 

In view of this potentially significant fiscal impact, it is important for the 
Department of Social Services (DSS) to determine how the problems 
identified by its review can be resolved. There are several steps that the 
department should take in order to improve county performance. 

First, the department should study those 21 counties that passed the 
state's compliance review in order to determine the factors, such as re­
sources and management practiCes, that account for their good perform­
ance. The DSS should then determine what successful management or 
service practices may be replicable in other counties. 

Second, where county staff failed to maintain current service plans and 
the court and administrative reviews were not done within the legal time 
frames, DSS should move quickly to determine why counties are not in 
compliance with these basiC requirements and develop corrective meas­
ures. Where inadequate record keeping is the reason for noncompliance, 
the department should develop "model" case files and forms for use by 
counti~s that identify all the information required by the regulations. 
These models should be designed so that their proper use will assure 
counties of Gompliflnce with state and federal regulations. . 

Third, many counties have expressed concern. that the department's 
regulations go beyond the intent of state and federal law. State and federal 
law allow the courts to determine the necessity and frequency of visits 
between social workers and clients. The department, however, imposes 
strict regulations regarding the frequency of social worker visits. For ex­
ample, regulations require that social workers make visits to families in the 
F:Mprogramevery 15 days during the first 90 days that the case is open. 
It is unlikelr that every child in the FM program is going to need this 
precise leve of service. By assuming that all children will require the same 
level of service, the department's regulations may result in unnecessary 
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cost to the CWS program." , 
, We, believe that where the usefulness of the regulations is in question 

or 'the regulations are in conflict with court practices, the department 
should work with the coiInties to re-evaluate those regulations and adjust 
them as necessary. , 

Given the counties' generally poor perfonn'ance in the state review and 
the potential federal funds at stake, we recommend that the Legislature 
adopt supplemental report language directing the department to develop 
corrective action plans for those counties that failed the state's review. 
The following language is consistent with this recommendation: 

"The Department of Social Services, in consultation with representa­
tives from county welfare departments, shall develop a corrective ac~ 
tion plan for the Child Welfare Services (CWS) program that will. bring 
the administration of the program into compliance with state and fed­
eral regulations. The department shall report to the l.egislature by 
Dec,ember, 1987 on the corrective action measures adopted. The deve: 
lopment ofthis plan shall inClude, but notbe limited to, the following: 
". Measures to bring all failing counties' CWS cases up to a minimum 

standard of compliance with federal regulations. 
". A study of passing counties to determine the successful managem~nt 

and service practices that may be replicable in other counties. 
". Model case files and forms for counties to use that will bring records 

and files into compliance with federal and state regulations." 

Costs for EmergencY Response and Family Maintenance Are Potentially Un-
derestimated ' 

We recommend that prior to budgethearings, the department advise the 
fiscal committees of its progress In adjusting its estimate of costs for the 
Child Welfare Services Program to reflect the impact of more recent 
caseload growth and other outreach and educational programs. 

Our analysis of the department's caseload estimates of the Emergency 
Response (ER) and Family Maintenance (EM), programs indicates that 
the growth in these two programs is potentially underestimated. This is 
because the department did not adequately consider certain information 
when puilding its projections for 1987-88. This potentially could result in 
an underestimate of the costs ofthe Child Welfare Services (CWS) pro­
gram of approximately $10.4 million ($6.7 million General Fund). 

The department estimates that the caseloads in the ER program will 
increase by 9.6 percent in 1987-88. This projection was built iIsing four 
years of actual caseload data. The first of these four years, however, corre­
sponds to the year before the implementation of the current ER program. 
The second year of data corresponds to the phase-iil year of the ER pro­
gram. By in9luding data from these years, the department understated the 
subsequent growth in the program. This is because requirements of the 
current ER program, such as mandated child abuse reporting, have result­
ed in significantly increased caseloads. After making adjustments to ac­
count for these factors, we estimate that the ER caseloads will grow by 15 
percent, rather than 9.6 percent, in 1987-88. 

The department estimates that the FM caseload will grow by 2.2 per­
cent in 1987-88. This projection was made using data tha:t included the 
phase-in year of the program. Again, by including these data the depart­
ment understated the subsequent growth in the FM program. If we adjust 
for this fact, we estimate that the FMcaseload will grow by5.8 percent, 
rather than 2.2 percent in 1987-88. ' 
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In addition, other factors ml:!.y increase the ER and FM. caseloads in 
1987-88. For example, the heightened public awareness created byout­
reach and education programs will tend· to keep abuse reporting at a 
higher level than it would be otherwise. .. 

In estimating the cost of the CWS program, the department should 
consider the more recent caseload trends in ER and FM programs as well 
as the impact of programs outside the CWS system. Therefore, we recom­
mend that prior to budget hearings, the department advise the fiscal 
committees on its progress in adjusting its caseload estimates to reflect 
these factors. 

Staffing and Funding Levels of CSBGShould Be Reviewed 
We recommend that the Legislature adopt supplemental rep(jrt lan­

guage requiring the Department of Social Services to deteiminethe·appro­
priate funding·and staff levels of the programs in the County Services 
Block Grant and rep~rt its findings to the Legislature by January 1,1988. 

The County Services Block Grant (CSBG) includes funds for adminis­
tration of the In~Home Supportive Services (IHSS) program, Adult Pro­
tective Services (APS) , Information and Referral, Staff Development and 
13 optional programs. The budget proposes $76.8 million for CSBG for 
1987-88. This consists of: (1) $49.2 million for IHSS administration-an 
increase of $2.2 million due to increased caseloads-and (2) $27.6 million 
for the other services combined. Funding for these other services has been 
capped at about this amount for the past four years. 

The department allocates the CSBG funds to the counties as a block 
grant. As a result, the counties have the authority to shift funds among the 
various programs within the block grant. Thus, the counties determine the 
amount of funding each program receives. . 

There are minimal state regulations governing the operation of the 
block grant programs with the exception of IHSS administration. As re­
gards IHSS administration, the state has established specific regulations 
regarding time frames for determining eligibility and conducting needs 
assessments and reassessments. In April 1985 the department reviewed a 
sample of cases to determine the counties' compliance with these regula­
tions. The results of this review showed that: (1). in 20 percent of the cases, 
the counties failed to determine eligibility within the required 30 day time 
limit; (2) in 17 percent of the cases, the counties failed to conduct needs 
assessments within the 30 day time limit; and (3) in 12 percent of the cases, 
the counties failed to conduct the annual reassessment on time. 

There may be several reasons. for the counties' failure to comply with 
these regulations, including the following: . 

• Counties may emphasize other block grant programs such as APS or 
staff development at th~ expense of IHSS adminIstration. For exam­
ple, the budget assumes that IHSS social workers will carry 127 cases 
each month. In sollie counties, however, social worker caseloads ap­
proach 300 a month. In these instances, the state is paying for more 
social workers than the county is using, thereby making funds avail-

. able for other CSBG programs. . 
.. Counties are not reimbursed for the actual cost of a social worker. The 

budget assumes that the cost of an IHSS social worker is about $10,000 
less than the actual cost of a social worker in other county· adminis­
tered welfare programs, such as Child Welfate Services. . 
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At the time this analysis was prepared, there was not adequate informa­
tion to determine the extentto which these factors explain the counties' 
inability to comply with the IHSS administration requirements. It is im­
portant for the department to determiIle adequate funding and staffing 
levels for programs in the block grant for two reasons. First, to the extent 
that counties are unable to meet the requirements of the. IHSS program, 
services to recipients will decline. . . . 

Second, in the past few years the Legislature has shown increased inter­
est in the establishment of program requirements for the APS program. 
If the current APS. pilot projects result in recommendations for specific 
service levels, the Legislature should know what resources are available 
to fund these requirements. 

Therefore, we recommend that the Legislature adopt supplemental 
report language requiring the department to determine the funding and 
staffing levels that are necessary to fullfil the requirements of the current 
CSBG programs. The department also' should determine the amount of 
resources that will be available from the CSBG to fund any additional 
requirements that result from the APS pilot projects. The following lan­
guage is consistent with this recommendation: 

"The Department of Social Services shall submit a report to the Legisla­
ture by January 1, 1988 that identifies the funding and staffing levels that 
are necessary to fulfill the current requirements of the programs in the 
County Services Block Grant. The department also shall determine the 
amount of resources that will be available from the County Services 
Block Grant to fund any additional requirements that may result from 
the current Adult Protective Services pilot projects. This report shall 
utilize county-specific information that is availaple from the depart­
ment's computerized data base. The report shall include, but not be 
limited to, the following county-specific information for a representa­
tive sample of counties: 
". The extent of county compliance with the regulations for the IHSS 

administration program. 
". The caseloads carried by IHSS social workers. 
". The extent of services provided by counties in the Adult Protective 

Services, Information and Referral, and Staff Development pro­
grams. 

". The amount of any county overmatch for the County Services Block 
Grant." 

. OFFICE OF CHILD ABUSE PREVENTION 
The Office of Child Abuse Prevention (OCAP) within the Department 

of Social Services (DSS) administers a large number of child abuse preven­
tion and intervention programs throughout the state. Most of these pro­
grams were established and funded initially by specific legislation. In 
subsequent years, funding was provided by the various Budget Acts. Table 
3 shows the programs administered by OCAP and illustrates several im­
portant points about these programs. 

• OCAP Funds Three Types of Services: (1) direct services such as 
counseling, respite care, and parent education provided under .AB 
1733, (2) prevention and training progranlS for school children, par­
ents, and teachers provided by AB 2443, and (3) innovative ("experi­
mental") treatment and prevention services funded through AB 1562 
and the State Children's Trust Fund (SCTF). 
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.• The General Fund Provides the Bulk of Support for These Services. 
Specifically,71 percent of the funds comes from the General Fund, 
28 percent from the SCTF, and 1 percent from federal funds. 

• Eligibilityfor Direct Services Includes All Children Who AreAbused 
or Neglected or At Risk of Abuse or Neglect. However, several of 
the programs are targeted at specific groups such as newborn infants 
and children who are currently in the Child Welfare Services (CWS) 
system. ' 

It should be noted that OCAP and county welfare department staff do 
not provide direct services. Instead, these services are provided by private 
nonprofit agencies. 

Programs 

AB 1733 
CoUnty Programs 

Innovative Programs 

Training and Tech­
nical Assistance 

AB 2443 
Northern Training 
Center 

Southern Training 
Center· 
Primary Prevention 
Projects 

AB 1562 
In-Home Services 

Self-Care Projects 

State Children's Trust 
Fund 

Perinatal TraGking 

Service Directory 

Various Evaluations 

Table 3. 

Child Abuse Prevention Programs 
1987-88 

(dollars in thousands) 

Services Eligibility 

Various child abuse and 
neglect prevention/inter­
vention services 

Services to Asian, Hispanic 
and developmentally dis­
abled children. and their 
families 
Workshops and staff train­
ing for county programs 

Program and technical as­
sistance to Northern Pri­
mary Prevention Programs 
(PPPs) and to OCAP 
Program and Technical As­

. sistance to Southern PPPs 
Classroom and workshop 
training in child abuse and 
neglect prevention 

Crisis counseling, support­
ive and follow'up services 
Public education regarding 
"latchkey" children 

Parent edUCation and 
counseling 

Statewide directory of 
child abuse/neglect pre­
vention services 
Evaluations of AB 1733, AB 
1562, AB 2443, and Perina­
tal Projects 

Children abused/neglect­
ed or at risk and their 
families regardless of in­
come 
Asian, Hispanic and deve­
lopmentally disabled chil­
dren at risk of abuse or 
ne~lect 
na 

Children enrolled in pub­
lic school or preschool and 
parents and teachers 

Selected children who are 
de~endents of the Court 
na 

Children from the last 
trimester of pregnancy 
through age six months 
who are at-risk of abuse/ 
ne~lect 
na 

Funding" 

$9,360 
General· Fund 

$1,040 
General Fund 

$312 
General Fund 

$600 
General Fund 

$600 
General Fund 

$9,000 
General Fund 

$1,200 
General Fund 

$225 
General Fund 

$340 
SCTF 

$88 
SCTF 

$723 
SCTF 
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Informational Videos Reporting by mandated re- na b 

porters and clergy; abuse 
issues in the Asian and His-
panic Communities 

Federal Grants 
National Council on Development of self- ~a b 

Child Abuse and Ne- evaluation modules for 
glect prevention programs 

Totals 
Funding Sources 

General Fund 
State Children's 

Trust Fund 
Federal Funds 

a Includes $1.8 million in expenditures which will occur in subsequent years. 
b Not Applicable. 

$400 
SCTF 

$193 
Federal Funds 

$24,900 

$17,600 

$7,100 
$193 

There are two sources of support for child abuse prevention programs 
which are not shown in Table 3. First, most counties have their own 
Children's Trust Funds. The counties are not required to report the 
amount of revenue in their funds to the state or the specific uses of these 
funds. Revenues to these funds are from. surcharges on birth certificates 
issued by local health departments, gifts, bequests, any funds appropriated 
by the county boards of supervisors, and interest payments. 

Second, the Office of Criminal Justice Planning (OCJP) also administers 
various child abuse prevention and intervention programs at the local 
level. In 1987-88, OCJP will provide $935,000 to local.child abuse treat­
ment and prevention programs through the Victims of Crime Act and the 
Juvenile Justice and Delinquency Prevention Act. A pilot project for 
homeless youth also will be funded at $920,000 through OCJP. 

Review of the Child Abuse Primary Prevention Training Program 
Chapter 1638, Statutes of 1984 (AB 2443), established child abuse pri­

mary prevention programs in schools throughout California. The purpose 
of these programs is to provide training and education to children, par­
ents, and school staff in order to reduce child abuse and neglect. 

The budget proposes $10.2 million to support these programs in 1987-88. 
Of this amount, $9 million will be distributed to 81 providers serving 131 
areas throughout the state. Providers receive contracts ranging from $50,-
000 to about $150,000. Two training centers, one in northern California and 
one in southern California also will· be funded at a combined annual 
amount of $1.2 million. These centers provide information, training, and 
technical assistance to the 81 service providers. 

Department Should Review Performance of Programs 
We recommend that the Legislature adopt supplemental report lan­

guage that requires the Department of Social Services to submit a report 
by February 1, 1988 on the performance and administration of the primary 
prevention program. 

We have reviewed the primary prevention projects administered by 
OCAP and have the following concerns with their operations 

Program Goals and Performance Need Review. The OCAP estab­
lished a goal of serving 1.3 million school children during the first year 
(December 1985 through December 1986) of operation of the primary 
prevention programs. The most recent data available shows, however, 
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that the programs made child abuse prevention presentations to 356,401 
children during the first six months of operation (December 85 through 
May 86). At the time this analysis was prepared, the data for the last six 
months of the year were not available. If this trend continues, we estimate 
that the programs will provide services to 708,000 children during the first 
year of operation, or 53 percent of its' goal. 

This apparently modest beginning may be the result of establishing an 
optimistic goal of serving 1.3 million children in the first year. This goal 
may have been unrealistic considering the various problems associated 
with the program's implementation. For example, most of the local pro­
grams experienced start-up delays in hiring staff and establishing working 
relationships with local school districts. In addition, because schools are 
closed for part of December, the providers had fewer weeks during that 
month to make their presentations. Furthermore, even if the established 
goal is appropriate, the curricula used by some of the contractors may not 
be the most efficient way to provide information to different age groups. 
For example, a video presentation for older students with one presenter 
may be a more efficient use of staff time than a live skit that uses three 
presenters in one session. . 

Now that the first year of operation is over, OCAP should re-evaluate 
its projected service goals to take into consideration factors such as schqol 
schedules, relationships with school districts, and the economies attained 
by providers of different sizes and with different curricula. 

OCAP Is Working to Determine Curricula Effectiveness. Currently, 
OCAP does not know which of the program contractors are using the most 
effective curricula for preventing child abuse and neglect. This is mainly 
because the. program is new. Wh~n the program started, OCAP had no 
experience in reviewing curricula for child abuse prevention presenta­
tions, and therefore could not provide direction to contractors regarding 
the content of their presentations. 

The OCAP has tentative plans to have a consortium of contractors 
evaluate the various curricula in order to determine the appropriateness 
of their. content and style. As a result of this review, OCAP expects to 
develop a "menu" of curricula from which the providers can choose. This 
study should provide OCAP with an opportunity to more clearly identify 
the cost-effectiveness ofthe contractors' services and the need for target­
ing services. 

OCAP Does Not Know What Impact. the Primary Prevention Programs 
Have on County Welfare DepartmentCaseloads. Currently, OCAP 
does not know if reports of abuse which originate from the primary pre­
vention programs have had a substantial impact on the workload of county 
welfare departments. Although, the primary prevention programs record 
the number of abuse reports made to courtty welfare departments they do 
not follow up to determine if the county responded to the report. 

To the extent that reports of abuse from the primary prevention pro­
grams turn out to be unfounded or unsubstantiated, then these programs 
are needlessly increasing the workload of the county welfare departments . 

. On the other hand, the primary prevention programs are likely to bring 
to the attention of county officials actual cases of abuse that otherwise 
would have gone undetected. In order to determine which of these situa­
tions is more prevalent, the primary prevention programs should track the 
disposition of the reports 9f abuse they make to counties. Such follow-up 
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should include a determination of the final disposition of the report. 
Currently, OCAP does not have information on the capability of the 

primary prevention programs to track their own reports of abuse. This 
capability may vary depending on factors such as (1) the size of the service 
area, (2) the relationships between the programs, law enforcement, and 
child protective agencies, and (3) the time constraints of the program 
staff. A survey of the programs could provide this information. • 

If the programs have the capability of traci<:ing their reports of abuse, 
the department could establish a system for tracking at least a sample of 
the reports of abuse generated by these programs. This information would 
be useful in determining the impact of these programs on CWS caseloads. 

Program's Performance and Impact Should Be Studied. In view of 
the problems we have identified, we recommend that the Legislature 
adopt supplemental report language requiring OCAP to submit a report 
by February 1, 1988 that examines the perforIpance of the primary pre­
vention programs and their impact on the Child Welfare Services case­
loads of the county welfare departments. The following supplemental 
report language is consistent with this recommendation: 

"The Department of Social Services shall report by February 1, 1988 on 
the performance of the Child Abuse Primary Prevention Program and 
its impact on the Child Welfare Services system. This report shall in­
clude the following: 
"1. Revised performance goals that account for factors such as school 

schedules, and the relationships of the primary prevention pro­
grams with school disticts. 

"2. Results of a study of the cost-effectiveness of different curricula and 
the department's recommendations regarding the most effective 
curricula from which the providers can choose. 

"3. Recommendations of the department regarding the need for target­
ing primary prevention services to specific groups of children, par­
ents, and teachers. 

"4. Results of a survey of providers to determine their capability to 
follow-up on their own reports of child abuse. 

"5. Conclusions of the department regarding the feasibility of imple­
menting a system for the tracking of child abuse reports from the 
primary prevention programs." 

Review of the Child Abuse Prevention and Intervention Projects 
Chapter 1398, Statutes of 1982 (AB 1733), appropriated $10 million in 

order to establish child abuse prevention and intervention projects state­
wide. Chapter 1398 continues to be funded at an annual rate of $10.4 
million. Of this amount, $1 million is set aside to fund 10 "innovative" 
prevention and intervention projects. The remaining $9.4 million is al­
located to counties according to a specified formula. There are 167 county 
projects statewide. 

County boards of supervisors use the funds allocated to them to contract 
with private nonprofit or public agencies to provide services to children 
who are abused or neglected or are at high-risk of abuse and neglect. Some 
of the services typically provided are: (1) counseling, (2) crisis interven-

. tion, (3) child developmenttherapy, (4) respite care, (5) 24-hour care, (6) 
transportation, (7) advocacy services, and (8) referral. services. Many of 
these services are identical to the services provided under the Child Wel­
fare Services (CWS) program. 
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Information Collection from the Local Projects Should be Improved 
We recommend that the Legislature adopt supplemental report lan­

guage requiring the Office of Child Abuse Prevention to modify its current 
evaluation system to include client-specific and project-specific informa­
tion and report by February 1,1988 on the results of its evaluation of the 
projects' relative effectiveness. . 
. The 1984 Budget Act required the Office of Child Abuse Prevention 
(OCAP) to develop and implement a system for evaluating the county 
projects established as a result of Chapter 1398. The system was to measure 
overall project performance with regard to client outcomes, community 
impact, program costs, and the types and extent of services offered. In 
addition, the evaluation system was to develop information about how 
well private contractors coordinated with public child welfare services 
agencies in regards to needs assessment planning and case referral. 

The Usefulness of the Current Evaluation System is Limited. In re­
sponse to the requirements of the 1984 Budget Act, the department devel­
oped an evaluation system that identifies: (1) the services provided by 
contractors, (2) a sample of the population served, (3) personnel costs and 
resources, and (4) client responses to services received for all projects in 
aggregate. Because the evaluation simply aggregates the data coHected 
from all projects there is no indication as to which projects are providing 
the most cost-effective services. This is because the evaluation system is 
unable to identify: (1) which types of services are provided to which types 
of clients and (2) which services are most effective for particular client 
groups. 

Evaluation Should Measure Project's Relative Effectiveness. In or­
der to determine which services are most cost-effective, OCAP should 
develop a method of measuring the "relative effectiveness" of AB 1733 
programs. A measure of relative effectiveness would enable OCAP to 
compare the results of services offered by various projects with those of 
other projects having similar clients. Measures of effectiveness could in­
clude: (1) the extent ofreabuse, (2) avoidance of out-of-home placements 
for a specified amount of time, and (3) length of stay in foster care. 

In order to develop a measure of relative effectiveness, several refine­
ments need to be made in the collection of data from the projects. Specifi­
cally, client-specific data should be gathered on a sample of recipients. The 
data should include information about the client which can be used to 
measure the effectiveness of programs-for example, length of time in 
foster care. In turn, these data could be compared with project-specific 
data such as services provided, frequency and length of services, objec­
tives of services, contact with CPS agencies, referral and acceptance re­
quirements, and caseloads of project workers. We believe that this 
information would give a much clearer picture of the effect of the projects. 

OCAP Evaluation System Should Incorporate Data From Other 
Sources. Currently, OCAP is awaiting the results of a study of several 
"self-evaluation" modules that twelve projects are completing. These 
modules are used to identify for the project staff the strong and weak 
points of the programs that they are operating. The OCAP also has asked 
the counties that contract for services under AB 1733 to provide the state 
with a description of how well the programs operate in the different 
counties given the needs and resources available in each county. If the 
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results of these activities prove to be, useful, the information gathered 
could be incorporated with the data described here to strengthen OCAP's 
evaluation of the projects. 

It is difficult to measure the effectiveness of prevention programs with­
out controlled longitudinal studies that are rather expensive. For these 
reasons, we believe that a measure of the programs' relative effectiveness 
is the most appropriate evaluation method for AB 1733 programs. There­
fore, we recommend that the legislature adopt supplemental report lan­
guage requiring OCAP to modify its current evaluation system to include 
client-specific and project-sps.cific information and report by February 1; 
1988 on the results of the evaluation of the projects' relative effectiveness. 
The following language is consistent with this recommendation: 

"The Office of Child Abuse Prevention shall modify its current evalua~ 
tion system to include client-specific and project-specific information on 
a sample of clients. Based on this information, the office shallsubrriit a 
report to the Legislature by February 1, 1988 on'the relative effective­
ness of the projects. This report shall include a comparison of the follow­
ing client-specific and project-specific information: 

"For clients: 
". Age of child. 
".Relationship of child to abuser. 
". Type and severity of abuse. 
". Instances of reabuse. 
". Dependency status. 
". Length of time iri placement. 
". Voluntary or court-ordered participation. 
". Services received from other agencies. 
"For projects: 
". Services provided. 
". Frequency and length of services. 
". Objectives of services (for example, to maintain the child ,at home 

or to return the child to the family). 
". Relationship to CPS agencies. 
". Referral and acceptance requirements. 
". ·Caseloads of proj~ct workers." 

IN-HOME SUPPORTIVE SERVICES 
TheIn-Home Supportive Services (IHSS) program provides assistance 

to eligible aged, blind, and disabled persons who are unable to remain 
safely in their own homes without assistance. While this implies that, the 
program prevents institutionalization, eligibility for the program is not 
based on the individual's risk of institutionalization. Instead, an individual 
is elIgible for IHSS if he or she lives in his or her own home-or is capable 
of safely doing so if IHSS is provided-and meets specific criteria related 
to eligibility for SSIISSP. 

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

The primary services available through the IHSS program are: 
• Domestic and related services such as routine cleaning, meal prepara-

tion, and shopping. ' 
• Nonmedical personal services such as feeding, bathing, and dressing. 
• Essential 'transportation. 
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• Protective supervision, such as observing the recipfent'sbehavior to 
safeguard him or her against injury. ..... 

• Paramedical services which are performed under the direction of a 
licensed health care professional and necessary to maintain the recipi-
ent's health. . 

The IHSS program is administered by county welfare departments un­
der broad guidelines that are established by the state. Each county may 
choose to deliver services in one or a combination of ways: (1) by individ­
ual providers (IPs) hired by the recipients, (2) by private agencies under 
contract with the counties, or (3) by county welfare staff. .. 

IHSS Faces Possible Deficit in the Current Year 
The department estimates that expenditures for the IHSS program will 

exceed the current-year appropriation by $2 million. This increase ispri­
marily due to an 11 percent'cost increase for contract agencies. The de­
partment indicates that it will not know the actual amount of the deficit 
until April 1987 when the counties submit an updated estimate of their 
IHSS costs for 1986-87. Until then, the department indicates that it does 
not intend to implement program reductions in order to keep the IHSS 
program within the amounts appropriated by the 1986 Budget Act. 

Based on our analysis we conclude that the deficit may be higher or 
lower than estimated by the department because in several counties, the 
department assumed that the deficit amount would be something other 
than the shortfall projected by the county. For example, iuone county the 
department assumed a deficit that was $2 million lower than the amount 
projected by that county, although in another county it assumed a deficit 
that was almost $1 million higher than that county's estimate. To the 
extent that counties are unable to actually reduce their costs by the 
amount that the department assumes, the deficit may be higher than $2 
million. To the extent, however, that counties are able to limit their costs 
by more than the department assumes, the deficit may be lower than $2 
million. .... .. 

It should be noted that the deficit would be about $11 million higher, 
except that the department was able to shift unexpended funds from an 
IHSS court case to cover other shortfalls in the program. The higher deficit 
would have existed primarily due to federal and General Fund budget 
reductions in 1986-87, not because of unexpected program growth. 

Proposed Budget-Year Expenditures 
The budget proposes expenditures of $474 million for the IHSS program 

in 1986-87. This. is an increase of $45.5 million, or 10 percent, above es­
timated current-year expenditures. The significant changes that account 
for the increase are as follows: 

• A $29.2 million increase to fund an estimated 6.5 percent increase in 
basic caseload, and a 2.7 percent increase in average hours per case. 

• An $8.8 million increase for retroactive payments to recipients as a 
result of the projected settlement of the Miller v Woods court case. 

• A $3.5 million increase due to an estimated 82 percent increase in 
workers' compensation costs. . 

Table 4 displays IHSS program expenditures, by funding sources, for the 
past, current, and budget years. The table shows that, while expenditures 
for the IHSS program from all funds are expected to increase by 10per-
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cent, expenditures from the General Fund and county funds are expected 
to increase by 25 percent. 

Funding Sources 

Table 4 
Department of Social Services 

IHSS Program 
Expenditures and Funding Sources 

1985-86 through 1987-88 
(dollars in thousands) 

Actual 
l!i85-86 

Est. 
1986-87 

General Fund ............................................................. . $82,550· 
297,121 

12,251 

$119,558 
292,542 

16,338 
Federal funds ............................................................ .. 
County funds ............................................................. . 

Totals ...................................................................... .. $391,922 $428,438 

Prop. 
1987-&J 
$149,876 a 

303,578 
20,524" 

$473,978 a 

Change 
From 

1986-87 
25.4% .' 
3.8 

25.4 

10.6% 

a Includes $284,000 to provide a 3.6 percent statutory cost-of-living adjustment to raise the maximum 
payment level for specified recipients, effective January 1, 1988. 

The significant increase in General Fund and county expenditures is 
primarily due to the fact that the budget proposes an increase of only 3.8 
percent in federal funds for the IHSS program. As a result, the General 
Fund and county funds bear a larger share of the increase in total program 
costs. Chart 1 shows that the General Fund and county share of total 
program expenditures is· expected to increase from 21 percent in 1985-86 
to 31 percent in 1987-1988. 

Chart 1 
In-Home Supportive Services . .. 
Percentage of Funds by Funding Source 
1985-86 and 1987-88 

1985-86 

1m State and County Funds 

E:J Federal Funds 
1987-88 
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Expenditure Growth Driven By Caseload, Service Hours, and Costs 
Chart 2 displays expenditures in the IHSS program for a nine-year 

period from 1979-80 through 1987-88. Prior to 1980-81 expenditures grew 
at an average annual rate of 22 percent. Expenditures then grew at a 
relatively slow rate (2.9 percent) between 1981-82 and 1983-84 as a result 
of the implementation of Senate Bill633(Ch 69/81) which made signifi­
cant changes in the IHSS program. Since 1983-84, expenditures have in­
creased at an average annual rate of 13 percent, although in the past two 
years the growth rate has decreased slightly. 

Chart 2 

In-Home Supportive Services Expenditures 
1979-80 through 1987·88 (In millions) 
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Three Major Cost Drivers. Three elements drive the growth in 
IHSS expenditures...;:,...the number of service recipients (caseload); the 
number of hours of service provided to each recipient (average hours per· 
case) ; and the cost of the individual providers (IPs), contract agencies and 
welfare staff that provide the services. Many different factors determine 
the growth rates of each element, as discussed below. 

Caseload Continues Upward Trend. Table 5 displays the monthly 
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caseload by service delivery type, for the past, current, and budget years. 
The table Showfi that caseloads are estimated to grow by about 6.5 percent 
between 1986-87 and 1987--88. This is slightly higher than the growth 
experienced between 1984-85 and 1985--86, but consistent with the growth 
in prior years. . 

Service provider types 

Table 5 

Department of Soc·ial Services 
IHSS Program 

Average Monthly Caseload 
By Provider Type 

1985-86 through 1987-88 

Actual Est. 
1985-86 198~7 

Individual providers ............................................ .. 89,246 95,593 
Contract agencies ................................................ .. 20,901 22,274 
County welfare· staff .......................................... .. 1,732 1,400 

Percent 
Change Percent 

Prop. From of Total 
1987-88 198~7 1987-88 
101,964 6.7% 80.3% 
23,597 5~9 18.6 
1,400 1.1 

Totals ........................................................................ lll,879 119,267 126,961 6.5% 100.0% 

In the Analysis of the 1986-87 Budget Bill (please see page 978), we 
identified several important factors external to the IHSS program that 
cause public demand for IHSS to increase. In addition to those factors, the 
following also will affect caseload growth in 1987--88: 

• To the Extent That Counties Provide Outreach to Those Who May Be 
Eligible for. Services, the IHSS Caseload is Likely to Increase. 
Pursuant to Ch1l9/86 (SB 274) the department required each county 
to report on its IHSS outreach methods in its 1986-87 county plan. 
Counties indicate that their outreach efforts range from no. outreach 
activities to frequent participation in workshops and meetings with 
other organizations that are involved with disabled and elderly per­
sons. 

• IHSS Caseloads Are Likely to Increase to the Extent That the Poten­
tially Eligible Population Increases. Between 1986 and the year 
1990, the population over age .65-a major source of IHSS cases-is 
expected to grow at twice the rate of the total population. (For a 
further discussion of demographic and other changes that may in­
crease the IHSS caseload, please see our discussion of California's 
Long-Term Care System in The 1987-88 Budget: Perspectives and 
Issues.) 

Increase in Average Hours of Service Per Case Tapers Oft The de­
partment estimates that the average hours of service will increase by 2.7 
percent in 1987--88 as shown in Table 6. This is a slower rate of growth than 
experienced in the past when the annual growth rate was 4.5 percent, In 
the future, the following factors may change the· growth rate in average 
hours: . 

• Program Uniformity May· Increase or Decrease A verage Hours. 
The department has implemented a statewide computerized data 
base in order to increase the uniformity of service hours that counties 
award to clients. It also plans to implement a statewide uniform needs 
assessment process by October 1987. These two innovations could 
either increase or decrease the growth in service hours. For example, 
to the extent that most counties currently provide higher average 
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: hours of service than are appropriate, greater program uniformity is 
. likely to cause the growth in average hours to decrease. 

• Growth in Severely Impaired Caseload Will Increase Hours. The 
percentage of IHSS recipients who are severely impaired is increas­
ing. This is significant because these recipients generally require 
more than three times as many service hours as other recipients. 

Table 6 

Department of Social Services 
IHSS Program 

Average Monthly Total Hours of Service 
By Provider Type 

1985-86 through 1987-88 

Actual 
Service provider types 1985-86 
Individual providers .............................................................. 75.82 
Contract agencies ......................................................... ;......... 24.90 
County welfare staff .............................................................. 10.91 
Totals a...................................................................................... 65.32 

a Average of the three modes, weighted by caseload. 

Est. 
1986-87 

77.67 
24.42 
10.35 
66.86 

Prop. Percent Change 
1987-88 from 1986-87 

79.67 2.6% 
24.67 1.0 
9.88 -4.5 

68.68 2.7% 

Cost of Services By' Contract Providers Climbs. The costs of the 
IHSS program are increasing in part due to the rapid increase in the cost 
of services prOvided by contractors. For example, contract costs increased 
11 percent in 1986-87 compared to a: 5 percent increase in costs for individ­
ual providers (IPs). In general, contract costs are increasing due to wage 
and benefit increases for service providers, and increases in other costs 
such as workers' compensation and administration. (Please see Item 5180-
181 for further discussion of contraetagency COLAs; and,our recommen-
dation below regarding contract costs). . . 

In the future, costs for IPs also may increase for two reasons. First, the 
Legislature may act to provide higher wages, supervision or training for 
IPs. Second, some counties may use IPs as an alternative to escalating 
contract costs. In the current year, for example, one county may cancel 
its contract due to cost increases, and several counties are considering the 
possibility of supervision for IPs. 

Additional Federal Funds Available for IHSS 
We recommend a reduction of $400,000 in General Fund support for the 

IHSS program, and a corresponding increase in federal fund support to 
reflect the availability of additional federal funds. We further recommend 
that the Legislature adopt Budget Bill language that requires the depart­
ment to use all specified federal funds that revert to it to support the IHSS 
program, thereby freeing up General Fund monies. (Reduce Item 51.80-
151-001 by $400,000 and increase Item 5180-151~890 by $400,000). 

The budget proposes federal fund expenditures of $304 million to sup­
port the IHSS program in 1987-88. We estimate that at least an additional 
$400,000 in federal Title XX funds are available to support the costs of the 
IHSS program in 1987-88. These funds remain from the $6 million in 
federal Title XX funds which were provided to the State Department of 
Education (SDE) in Ch 1282/83 for child care services. .' 

The SDE has annually carried over a portion of the $6 million since 
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1983-84, because (1) it did not contract for the full amount of funds and 
(2) some agencies did not spend the full amount of contracted funds. The _ 
1987 Budget Bill does not propose using these funds for the child care 
program in 1987-88. As a result, the unexpended balance-at least $400,000 
-will revert to DSS on July 1, 1987. To the extent that child care agencies 
are unable to spend their entire allocation in 1986-87, additional funds, up 
to a total of $1 million, would revert to DSS. 

Because these federal funds can be used in place of General Fund 
monies to support the IHSS program, we recoIIWlend a General Fund 
reduction of $400,000 and a Federal Fund increase of $400,000. In the event 
that additional federalfunds revert to DSS, we recommend that the Legis­
lature adopt Budget Bill language that requires the department to use 
such funds in lieu of General.Fund monies to support the IHSS program. 
The following Budget Bill language is consistent with this recommenda­
tion: 

"The Department.of Social Services shall use all federal Title XX funds 
that revert to it from the D_ epartment of Education's (SDE) "Child 
Care and Employment Act" program in lieu of General Fund monies 
budgeted in this item for-the In-HomeSupportive Services program." 

Court Case Costs Are TOG High 
We recommend that prior to budget hearings, the department advise the 

fiscal committees on the basis for its projection that retroactive payments 
in two court cases will be more than twice as high as payments in other­
so~ial services court cases. 

The budget proposes $9 million ($8.1 million General Fund and $0.9 
million county funds) for retroactive payments to IHSS providers as a 
result of the Miller v Woods court case and a related policy change. Of the 
$9 million, $8.7 million is for retroactive payments associated with the 
Miller v Woods case. As a result of this case all spouses and housemates who 
provided protective supervision,and in some cases medical transporta­
tion, to IHSS recipients during specified periods are to receive retroactive 
payments for providing that service. As regards the Miller v Woods case, 
the department and the plaintiffs' attorney indicate that they are likely to 
reach an agreement in the next several months on the terms of the settle­
ment. 

Our analysis indicates that the cost of the retroactive payments may be 
substantially lower than the amount proposed in the budget. The depart­
ment's estimate assumes that 38 percent of the eligible population will 
receive retroactive payments. It indicates that this estimate is based on 
experience in other court cases. The department, however, advises that 
in those cases-for example, Aid To Families With Dependent Children 
(AFDC) cases-only five to 15 percent of the eligible population actually 
received retroactive payments. 

We do not know why the department assumes that the percentage of 
eligible recipients who will receive payments in this case will be more 
than double the percentage in AFDC cases. One possible explanation is 
that the IHSS caseload is more stable than the AFDC caseload. Therefore, 
a higher proportion of the population whose' providers are eligible for 
retroactive payments may still receive IHSS, and advise their providers to 
claim their retroactive payments. 

Although it is true in general that the IHSS caseload is more stable than 
the AFDC caseload, the specific group of IHSS recipients affected by this 
court case is probably among the least likely to remain on the caseload for 
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long periods of time, or to have the ability to claim the retroactive pay­
ments. These recipients require protective supervision, which means that 
they are unable to "supervise" themselves. Many of them have Alz­
heimer's disease or other seriously disabling conditions that are likely to 
result in institutionalization. 

Therefore, we recommend that prior to budget hearings the depart­
ment explain to the fiscal committees the basis for its estimate that 38 
percent. of eligible recipients will claim retroactive payments. 

Pre-Admission Screening Results in Few New IHSS Recipients 
We recommend a General Fund reduction of $3.2 million in order to 

reflect' a lower number. of referrals from the Pre-Admission Screening 
(PAS) program to IHSS. (Reduce Item 5180-151-001 by $3;2 million.) 

Chapter 1?37, Statutes of .1984 (AB 2226) requi~e~ the Dep~rtment of 
Health ServIces (DHS) to Implement a preadmIssIon screerung (PAS) 
program in five of its field offices starting in 1984-85. Chapter 213, Statutes 
of 1986, required DHS to implement the program statewide on July 1, 
1986. The purpose of the program is to determine if Medi-Cal recipients 
who are ~pp~icant~ for nursing ho~e pl~cement could be more approp~i­
ately mamtamed m the commumty usmg horne-based health and SOCial 
services. 

Since 1984-85, DSS has attributed a portion of its total IHSS costs to the 
PAS program. These costs are based on the assumption that the PAS 
program increases the number of persons who are referred to IHSS. The 
department estimates that the PAS program will result in General Fund 
costs of $3.4 million to the IHSS program in 1987-88. 

Our analysis indicates that the department's estimate of the number of 
cases that will be referred from the PAS program to IHSS is too high. The 
department assumes that the PAS program will increase the IHSS caseload 
by 90 cases each month. Based on actual experience, however, DHSad­
vises that in the first six months of statewide implementation the PAS 
program has diverted a total of only 23 persons to the community, with 
four referred to IHSS. . 

Assuming that the PAS program diverts a total of 50 persons to the 
community in the current year, we estimate that it may double that 
number to 100 persons in 1987-88. This increase would occur due to in­
creased familiarity with the program by DHS staff, and· the organizations, 
such as hospitals, that make referrals for nursing home placement. Even 
if all 100 persons who were diverted receive IHSS, this would result in 
General Fund costs of $171,000 in 1987-88, or $3.2 million less than the. 
amount proposed in the budget. . 

Therefore, we recommend a General Fund reduction of $3.2 million in 
order to more accurately reflect the cost of services for recipients that the 
PAS program will refer to IHSS in 1987-88. 

Contract Costs Increase 
We recommend that prior to budget hearing the department advise the 

fiscal committees of the basis for its projection that contract costs will not 
increase in 1987~. We further recommend that the Legislature adopt 
supplemental report language requiring the department to submit a re-. 
port by September 1~ 1987 on the reasons for contract cost increases and 
its plan to control those costs. 
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Seventeen counties contract with private agencies to provide IHSS. In 
the current year, the budget proposes $51 million for these contract costs. 
The department assumes that the total cost of these contracts will increase 
by $355,000 in 1987-88 (excluding increases due to the number of hours 
of service provided by contract agencies). This is an increase of less than 
one percent, even ,though average ,contract costs increased by about 11 
percent in 1986-87 (excluding the state-mandated incrt:).ase for provider 
wages). 

The department has not reviewed the contracts to determine which 
line items;-such as workers' compensation, w~ges, benefits or administra­
tive costs-have been primarily responsible' for the increase in contract 
costs.' . 

Cost Increases May Result from Lack 9f Competition. Qur analysis 
indicates that one expJanation for growing contract costs may be the lack 
of competition in the contract process. Currently, eleven of the seventeen 
contract counties contract with one company. Both the department and 
the counties advise that many bidders inquire about the IHSS contracts; 
but few bid. Although the department advises that it receives at least 
three bids for each county's contract, the counties advise that in general 
only one 01' two of the bidders meet the minimal qualifications and can 
be considered serious bidders. 
, The following factors may explain the low number of bidders: . 
. • The counties n:~quire contractors to have sufficient assets to operate 

for one month without reimbursement. Small, local agencies often do 
not have sufficient resources to meet this requirement . 

• Incumbent contractors have information about actual contract ex­
penditures that provides them with a basis for predicting future con­
tract costs. This gives them an advantage over other bidders. 
Although the state audits the contracts, it ~s sometimes difficult for 
bidders to gain access to information on actual expenditures by exist­
ing contractors. Without that information, it is more difficult for bid­
ders to estimate the potential costs of the contract. 

Department Lacks Plan to Control Costs. The department does not 
have a statewide plan to control contract costs, but rather is controlling 
these costs on a county-by-county basis. For example, in the current year 
the department has indicated to one county that it will not fund the 
increase in its IHSS costs resulting from its new contract. Therefore, the 
county advise~ that it is likely to cancel its contract. In other. counties, 
however, the department proposes to fund the increased contract costs. 
At the time this analysis was prepared, the department could not identify 
any consistent criteria it was applying as the basis for its decisions regard~ 
ing county contract costs. 

Based on the actual increase in contract costs in prior years, our analysis 
indicates that these costs are likely to increase by more than the amount 
proposed in the budget for 1987-88. Therefore, we recommend that the 
department advise the fiscal committees of the basis for its projection that 
contract costs will increase by only $355,000 in 1987-88. In addition, these 
costs are likely to continue to increase in future years ,unless the depart­
ment develops a plan to limit these increases, rather than addressing the 
problem on a county-by-county basis. Therefore, we further recommend 
that the Legislature adopt supplemental report language requiring the 
department to submit a report by September 1, .1987 on the reasons for 
increases in contract costs and its plan to control these costs. The following 
supplemental report language is consistent with this recommendation: 
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"The Department of Social Services shall submit a report to the Legisla­
tureby September 1, 1987 on the reasons for increases in contract costs 
and its plan to control those costs. " 

Workers' Compensation Costs Are Potentially Ov~rstated 
We recommend that the department advise thenscalcommittees of the 

basis for its projection that workers' compensation costs will increase by 
82 percent in 1987~8. . 

The budget proposes $7;~ million from the General Fund to pay work­
ers' compensation costs in 1987-88 to individuals who have become dis­
abled .while working as IHSS providers. This is 82 percent above the 
amount currently estimated for 1986-87. The department advises that this 
projected incre~seis based on the following factors: (1) the growth rate 
in workers' compensation costs in prior years (65 percent), (2) a "cush­
ion" for unanticipated costs (lOpercent), and (3). caseload growth (7 
percent). . ... 

We recognize that it is difficult to estimate the costs of workers' com­
pensation claims due to uncertainty as to the number of potential claim­
imts in. a given year. Nevertheless, our analysis indicates that it is unlikely 
~hat thes~ costs will increase at the r~te projected by the depar~ent. '!his 
IS because the annual growth rate m these costs has been' slowmg smce 
1982-83. The increase was 65 percent in 1985-86, the last full yeat for which 
We have actual data. In addition, the growth rate seems to have stabilized 
at this level: costs increased by about 65 percent between the first six 
months of 1985-86 and the first six months of 1986-87. 

Given the most recent actual experience, we recommend that the de­
partmentadvise the fiscal committees on the basis forits projection that 
IHSS workers' compensation costs will increase by 82 percent in 1987-88. 

Mid-Year Allocation Methodology is'Unknown 
We recommend that the department advise thefiscal committees of its 

plan for mid-year allocations of IHSS funds in the current year and in 
1987~8. 

The department annually notifies each county of its initial allocation of 
IHSS funds in July. In geileral, the allocations are lower than what each 
county will spend because the department usually holds back some funds 
which. it will distribute to the counties through a second allocation later 
in the fiscal year. Prior to this second allocation of funds, the department 
solicits updated countyestiInates of expenditures for the fiscal year. Based 
on' its review of these data, it allocates the remaining funds. To the extent 
that the budget does not provide sufficient funds and the Legislature 
provides a deficiency appropriation, the' department may also allocate 
funds for a third time. 

Each time the department allocates funds, it uses a different methodolo­
gy to distribute these monies amongst the counties.· In general, it deter­
mines the methodology for its initial allocation of funds in consultation 
with the County Welfare DireCtors Association (CWDA). The methodolo­
gy for the second allocation of funds, however, is determmed by the 
department. This allocation is significant because until it occurs a county 
cannot determine if its IHSS program will be fully funded. 

To the extent that a county does not receive sufficient funds du.ring this 
second allocation for its IHSS program, current law requires the county 
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to submit, and the department to approve a servic~ reduction plan. These 
service reductions would be much more. drastic if implemented later. in 
the fiscal'year, rather than earlier. For example, ·if the department re­
quires a county to reduce services by $100,000 begiiming in January, it can 
spread the reductions over a six month period and implement less severe 
service reductions; If the reductions do not begin until May, however, a 
county would reduce services much more drastically because' it· would 
have only a two month period to achieve savings of $100,000. 

The department advises that it has not yet developed a methodology for 
the mid-year allocati6n in the current year. It further advises that it has 
not established either its allocation or mid-year allocation methodology for 
1987-88.. . . 

Due to the significance of the departrilent'smid-year allocation me­
thodology for continuity of services in the IHSS program, we recoIIlmend 
that the department'advise the Legislature on its plan' for its second 
alloc~tion offunds in 1986-87, and for its mid-year allocation in the budget 
year. 

EMPLOYMENT PROGRAMS FOR AFDC RECIPIENTS­
Greater Avenues for Independence (GAIN) 

The· DSS provides education arid training services to recipients of Aid 
to Families with Dependent Children (AFDC) in order to help them find 
jobs and become' financially independent. In total, the budget proposes 
$154.5 million from all sources for support of these programs. Of this 
amount $109.1 million is requested for the GAIN program in 1987-88. The 
remaining $45A million is requested forothet employment programs ad­
ininistered by DSS in 1987-88. This includes $13.2 million for the Work 
Incentive Demonstration (WIN-Demo) program, and a $31 million trans" 
fer of federal funds to the State Department of Education (SDE) to par­
tially support state-subsidized child care costs of AFDC recipients who are 
in training orlooking for employment. . . . 

The GAIN program will encompass all other employment programs 
administered by DSS by January 1989; when all counties are required to 
implement GAIN. (Currently, DSS estimates that all but two counties will 
begin program operation before the end of 1987-88.) As the GAIN pro~ 
gram begins in a county, the WIN-Demo and the Employment Prepara­
tion Program (EPP) will terminate. The budget reflects this trend, 
proposing a 56 percent reduction in total funding for WIN-Demo and a 94 
percent cut in EPP support from current-year funding levels. . 

Funding Needs Are Uncertain 
Because the GAIN program is relatively new and is in the process of 

being expanded statewide, total program funding needs in 1987-88 are 
very difficult to calculate; In The 1987-88 Budget: Perspectives and Issues, 
we discuss the major factors that affect the GAIN program's resource 
needs. In addition, however, there are two other factors that maysignifi­
cantlyaffect the amount of monies necessary to fully fund the program: 
aCtual start-up dates of county operations and the need by GAIN partici~ 
pants for remedial education. We discuss these two issues below. 

County Start-Up Dates. The dates when counties initiate GAIN op­
erations will dramatically affect program costs. Specifically, if counties 
initiate GAIN on the dates they have indicated, then the budget does not 
contain enough funds' for the program. For example, the 1987-88 GAIN 
budget assumes that all counties will begin operations two months later 
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than indicated by the counties. According to DSS, this assumption reflects 
the start~up experience of the first 10 counties. If most counties actually 
begin operation when they have indicated-instead of when assumed by 
the budget-we estimate that GAIN program costs iIi the budget year will 
increase by $50 million.. . 

On the other hand, counties may begin GAIN operations even lat€;)r than 
the date they have indicated, which would reduce the funding needs of 
the program. Infact,.our discussions with Los Angeles County suggest that 
the courity will not begin GAIN implementation until 1988-89, although 
the budget assumes that this county will start iinplementation during the 
last quarter of 1987-88. Because the county accounts for approximately 
one-third of allAFDC recipients in the state,. we estimate that 1987-:88 
GAIN program funding needs would decline 5 percent, or $13 million 
should Los Angeles· County not begin operations during the budget year. 

Funding for Remedial Education. The GAIN budget for 1987-88 
may not contain sufficient funds for the remedial eduation needs of par­
ticipants. According to. the department,45 percent. of all GAIN partici­
pants will be assessed as needing remedial education (that is, basic 
education, English-as-a-second-Ianguage, or high school instruction). The 
GAIN budget assumes that 20 percent of program participants will receive 
remedial education prior to participating in the job search component. 
The budget, however, does not include funds to provide remedial educa­
tion to participants who elect to receive it after the job search component. 
The department advises that funding for additional education services­
including remedial education after job search-is included as part of the 
allocation for training costs. . . 

Our analysis indicates, however, that the allocation of funds for training 
costs. t::ould support. additional education costs or training costs for pro­
gram participants, but not both. Thus, to the· extent that participants 
require both ~ducation and training, we estimate that the .1987-88 GAIN 
budget proposal could underestimate program needs by up to $15 million. 
The department advises that the experience of counties currently operat­
ing the GAIN program will provide an indication of whether additional 
funds are needed. Any need.ed adjustments would be made in the May 
revision. . 

GAIN Funding Sources Probably Are Overstated 
We recommend that prior to budget hearings, the department report to 

the fiscal committees on its revised estimate of the amount of resources 
from other existing programs that will be available to GAIN participants 
during 1987-88 .. 

The 1987-88 GAIN budget assumes that $116.5 million in resources that 
are appropriated to other programs will be available. for use by GAIN 
participants. These programs provide primarily job training and educa­
tion services and currently serve AFDC recipients as part of their .clien­
tele. Table 7 displays most of the programs that the budget assumes will 
contribute resources to GAIN participants. (Please .see our discussion in 
The 1987-88 Budget: Perspectives and Issues for a complete list of existing 
resources. ) ; : 

We believe that the budget overstates the availability of existing re­
sources in other programs in two ways. First, the. amount of existing re­
SQ\lrces that DSS estimates will be used by GAIN participants is, in many 
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cases, not justified by past experience. In addition, the dollar contribution 
that is projected from some programs overstates the amount of services 
that participants actually will receive. Based on these findings, we calcu­
late that existing progra:rp.s may only contribute a statewide total of $78.4 
million in resources, which is $38.1 million, or 33 percent, less than the 
amount identified in the budget. Estimates of the contributions made by 
selected programs are discussed below. 

Table 7 

Resources From Other Programs 
That Will Be Directed to GAIN Participants 

1987-88 
(dollars in thousands) 

Source 
Job Training Partnership Act-Title II-A ................. . 
Federal Vocational Education ..................................... ; 
Community Colleges ..................................................... . 
Employment Training Panel ....................................... . 
Work Incentive/Career Opportunity Development 
Other ................................................................................. . 

A vailable Resources 
from Other 
Programs 

Governor's LAO 
Budget Estimate 

$45,700 $30,800 
10,000 3,885 
16,500 4,200 
5,000 2,400 
3,000 800 

36,300 36,300 

TobUs ...................................................... ,................... $116,500 $78,385 

Difference 
Amount Percent 
-$14,900 -33% 

-6,115 -61 
-12,300 -75 
-2,600 -52 
-2,200 -73 

-$38,115 -33% 

Job Training Partnership Act (fTPA)-Title II-A. The budget esti­
mates that $45.7 million in ]TPA Title II-A funds will be used to provide 
services to GAIN participants. This estimate assumes that 45 percent of 
Title II-A funds that are targeted for adults would be directed to GAIN 
participants. Our review of JTP A data shows that only 27 percent of JTP A 
trainees are AFDC recipients. Using these actual data, we calculate that 
approximately $24 million in JTP A resources would be available for GAIN 
participants throughout the state. This is a reduction of $21.7 million, or 
47 percent, below the amount assumed in the 1987-88 budget. 

Federal Vocational Education Funds. The 1987-88 budget estimates 
that $10 million in federal Vocational Education funds will be available to 
meet the training needs of GAIN participants. According to the State 
Department of Education (SDE) , however, only $7.8 million, or 13 per­
cent, of the total vocational education funds in the state are specifically 
identified for the training of adults, including GAIN participants. The SDE 
further advises that these funds are divided evenly between adult educa­
tion programs and community colleges. Since DSS separately estimates 
the amount of existing community college resources that will be available 
to GAIN participants, we conclude that only $3.9 million in federal voca­
tional education funds are available through local adult education pro­
grams. This represents a reduction of $6.1 milion, or 61 percent, from the 
amount identified by DSS. 

California Community Colleges. The GAIN budget assumes that 
community colleges will devote $16.5 million in existing education and 
training services to GAIN participants. According to DSS, this estimate is 
based ona survey that measured the use of community college classes by 
AFDC recipients. The department assumed that each AFDC recipient 
receiving instruction accounted for one annual average daily attendance 
(ADA). Individual attendance in a community college course, however, 
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usually accounts for one-eighth to one-quarter of an ADA. As a result, the 
department's estimate overstates the amount of existing community col­
lege resources that will be available to GAIN participants in 1987--88. 
Based on DSS data, we estimate the figure should total between $2.1 
million and $4.2 million. . 

Employment Training Panel (ETP) /Work Incentive-Career Develop­
ment (WIN/COD) Programs. The 1987--88 GAIN budget assumes that 
program participants will use $5 million in ETP resources and $3 million 
in WIN/COD training. The ETP and WIN/COD programs train specified 
groups of unemployed individuals, including AFDC recipients. Because 
these two I-i'Ograms provide more expensive training than the GAIN pro­
gram, comparing dollars overstates the amount of services that will actual­
ly be available to GAIN participants. For example, the GAIN budget 
assumes that $3 million in WIN/COD funds will train 1,596 GAIN partici­
pants. Because of the WIN/COD program's higher cost of training, 
however, this allocation would support only 353 trainees. Similarly, $5 
million in ETP funds would serve 1,300 GAIN participants, not 2,770 as 
assumed in the GAIN budget. Thus, bas.ed on our review, we estimate that 
only $3.2 million in estimated GAIN costs would be covered by these two 
programs. 

Better Estimates Are Needed. The fiscal implications of our findings 
are clear: any reduction in the budgeted amount of available existing 
resources would have to be replaced with General Fund monies in order 
to meet the needs of the anticipated number of participants. Otherwise, 
the program will not have sufficient funds to provide identified support 
services. Because of the importance of existing programs as a source of 
services for GAIN clients, we believe it is imperative that the Legislature 
have the best available data on the amount of funds that realistically can 
be anticipated for the budget year. Therefore; we recommend that prior 
to budget hearings, the department report to the fiscal committees on its 
revised estimate of resources that will be available to GAIN participants . 
during 1987--88. 

Action Needed to Ensure Availability of Existing Resources 
We recommend that prior to budget hearings, the department advise the 

fiscal committees of the actions it is taking to ensure that existing program 
resources will be available as proposed in the 1987-88 budget. 

Identifying the existing resources that are available to GAIN partici­
pants is the first step towards reducing the additional cost of the program 
to the state. The second step involves taking the necessary administrative 
actions to ensure that these resources will be available as planned. Our 
review indicates that DSS needs to follow-up with other state departments 
to ensure that (1) resources will be directed to GAIN participants and (2) 
these departmeIlts will collect data needed to track expenditures on GAIN 
clients. This follow-up is needed for the following programs: (1) Com­
munity Services Block Grant, (2) WIN/COD and ETP, (3) federal Voca­
tional Education funds, and (4) federal refugee social services dollars. 

We contacted the agencies responsible for administering these pro­
grams and found that DSS generally had not initiated the actions neces­
sary to ensure that these resources would be available for GAIN program 
participants. Without this follow-up, it is likely that existing resources will 
not be maximized as proposed in the 1987--88 budget, and that the GAIN 
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program will not have the funding needed to serve all anticipatedpart(ici-
~~ .. 

Therefore, in light of the importance of these existing resouorces to the 
GAIN program, we recommend that prior to budget hearings, the depart­
ment advise the fiscal committees of the actions it is taking to ensure that 
existing program resources will be available as proposed in the 1987-88 
budget. . 

Federal Funds Are Not Maximized 
We recommend an augmentation of $2.8 million in federal funds in 

order to reflect the£ull amount of funds that are available to the state for 
the operation of employment programs for AFDC recipients. (Increase 
Item 5180-151-890 by $2.8 million.) 

The budget proposes to spend $92.9 million in federal funds to support 
employment programs for AFDC recipients. Of this amount, $14 million 
are federal WIN monies and the remaining $78.9 million are AFDC admin-
istration funds (referred to as Title IV-A funds). .. 

Our analysis indicates that the budget does not maximize the amount 
of Title IV-A funds that potentially would be available to the state in 
1987--88. Specifically, we have identified the following activities that are 
proposed to be funded with WIN funds even though these activities are 
eligible for Title IV-A funding: (1) support of the WIN-Demo program, 
(2) GAIN registration activities, and (3) departmental support. In addi­
tion, EPP costs, which are budgeted primarily from the General Fund, also 
can be supported with Title IV-A funds. If the state funded these activities 
with Title IV-A funds, WIN funds could be redirected to support eligible 
GAIN activities, thereby freeing up $2.6 million in General Fund monies 
currently budgeted for GAIN. 

Weare not recommending that the freed-up General Fund monies be 
deleted from the GAIN budget because we. believe there is a shortfall in 
the amount of existing program funds that are likely to be directed to 
GAIN participants in the budget year. Instead, we recommend that the 
fiscal committees (1) redirect the General Fund monies to support the 
GAIN program and (2) increase Item 5180-151-890 by $2.a million in order 
to reflect the amount of federal funds that can be claimed for these em­
ployment programs in 1987--88. 

Additional IV-A Monies May Be Available 
We recommend that DSS submit with the May revision an assessment 

of the GAIN activities that are eligible for support with federal Title IV-A 
funds. 

The above recommendation attempts to maximize the amount of avail­
able federal Title IV-A funds. It is possible that the federal government 
will authorize the state to support a wider range of activities with these 
funds than is assumed by the budget. For example, if the Federal govern­
ment authorized the state to use Title IV-A funds to support training ~nd 
other activities, a significant amount of federal funds would be available 
to pay for activities that are currently budgeted with General Fund sup­
port. 

The department requested the federal government to approve Title. 
IV-A funding for almost all employment and training activities under 
GAIN. If the department's claims are approved, we estimate that up to $15 
million in additional federal funds could be available to support costs that 
are currently budgeted with General Fund monies or federal WIN funds. 
26-75444 . 
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The department advises that it hopes the federal government will respond 
to its request before the May revision. 

Since this federal decision will have a major impact on the amount of 
General Fund dollars required by the GAIN program, we recommend 
DSS submit with the May revision, an assessment of the GAIN activities 
that are eligible for support with federal Title IV-A funds. 

WIN-Demo Program Is Overbudgeted 
We recommend reducing $781,000 in federal funds and redirecting $781,-

000 in General Fund monies from WIN-Demo to the GAIN program in 
order to accurately reflect the funding needs of the Employment Deve­
lopment Department (EDD). We further recommend increasing reim­
bursements from EDD by $1.4 million in order to recognize federal Job 
Service discretionary funds that are available for GAIN during 1987-88. 

The budget proposes $11.9 million to support the WIN-Demo program 
in 1987-88. This includes (1) $8.3 million which will be transferred from 
DSS to EDD to support job search workshops and (2) $3.6 million in Job 
Service discretionary funds that EDD proposes to use to support WIN 
activities that are not eligible for Title IV-A funding. 

Our review of EDD documentation indicates that in order to serve 
WIN-Demo recipients, EDD needs $6.7 million in Title IV-A funds and 
$2.2 million in Job Service funds, which is $3 million less than proposed 
(please see our analysis of Item 5100 for more detail on this issue). Since 
Job Service funds can be used for a broader range of education and train­
ing activities than Title IV-A funds, replacing unneeded Job Service funds 
with Title IV-A funds and transferring the Job Service monies to DSS will 
allow the state to maximize federal funding. 

We conclude that, as a result of such transfers, the WIN-Demo program 
will need $3 million less than budgeted, and therefore we recommend the 
following: (1) reduce federal funds by $781,000, (2) transfer $781,000 in 
General Fund monies from the WIN program to the GAIN program, and 
(3) increase reimbursements from EDD by $1.4 million in order to recog­
nizeJob Service discretionary funds that are available for use by the GAIN 
program in 1987-88. 

Transfer Child Care Licensing Funds 
We recommend that $1.4 million in General Fund monies budgeted in 

this item for child care licensing activities be transferred to other items 
where it more properly belongs. (Reduce Item 5180-151-001 by $1,353,-
000.) 

The 1987-88 GAIN budget requests $59 million to support child care 
serviCes for GAIN participants. In addition, the budget includes $1.4 mil­
lion to license child care facilities-either day care homes or child care 
centers. These facilities are expected to increase in number as the demand 
for child care grows. Our review indicates that the request for GAIN­
related child care licensing support is reasonable in light of the anticipated 
demand that GAIN will generate for day care services. 

The licensing funds, however, do not belong in the GAIN program 
appropriation (Item 5180-151-001). To be available for expenditure, these 
funds need to be transferred to Items 5180-001-001 (departmental sup­
port) and 5180-161-001 (community care licensing). The department indi­
cates monies were included in the GAIN budget because the need for 
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additional child care licensing activity is tied to the implementation of 
GAIN. The department recognizes, however, that the funds would have 
to be transferred before they could be used to support licensing activities. 

We see no advantage to leaving the funds in the GAIN budget: these 
funds are not needed for the direct support of the GAIN program. More­
over, if the success of the GAIN program depends on the availability of 
licensed child care facilities, then these. monies should be added to the 
proper DSS budget items so they can be spent as needed. Therefore, we 
recommend reducing Item 5180-151-001 by $1,353,000 and transferring 
$402,000 to Item 5180-161-001 and $951,000 to Item 5180-001-001so that 
support for GAIN-related licensing activities can be expended as 
proposed. 

Excess-ADA Cost Policy Needs To Be Clarified 
We recommend that prior to budget hearings, DSS report to the fiscal 

committees regarding its proposed policy for allowing county remedial 
education costs to exceed the amount provided by average daily attend­
ance (ADA) reiIvbu!,sem~nt levels. We further recommend that DSS ad­
vise the committees of the additional cost to the GAIN program during 
1987-88 that would result from this policy. 

The 1987-88 GAIN budget anticipates using $33.5 million in community 
college and adult education ADA to meet the educational needs of GAIN 
participants. (An ADA supports the equivalent of one student attending 
one three-hour class for a full school year.) These funds would support 50 
percent of the total GAIN costs related to remedial education during the 
budget year. The remaining 50 percent is supported from various sources, 
include JTP A, refugee social services funds and a direct General Fund 
appropriation. ' 

The schools believe, however, that ADA reimbursements will not cover 
the actual costs incurred in delivering educational services to GAIN par­
ticipants. For example, SDE believes that, in some cases, the excess costs 
could exceed the ADA reimbursement level by 40 percent. The SDE cites 
a number of activities or services that it believes GAIN participants will 
need, but are not normally funded by ADA reimbursements, such as: (1) 
transportation; (2) assessment, vocational skill development, and job 
placement activities; (3) additional reporting and tracking of s~udents, 
and (4). additional staff and facility costs. 

Excess-Cost Policy Will Have Major Budgetary Impact. The 1987-
88 GAIN budget does not propose any funds to pay for these excess costs. 
We· estimate that· 1987-88 remedial education costs would increase by 
$16.8 million should education costs exceed ADA reimbursement levels by 
40 percent. Despite the potential impact on the GAIN budget, DSS advises 
that no policy is in place to define the excess-ADA costs that may be paid 
by county welfare departments to adult education schools and community 
colleges. The DSS advises that it will review and approve each local re-
quest for excess costs individually. . . 

Our analysis,indicates that there are instances where the cost ofprovid­
ing educational services to GAIN participants will exceed the amount 
provided by ADA reimbursement. For example, schools may need excess 
ADA to rent additional facilities to accommodate classes for GAIN clients 
in particular areas of a county. On the other hand, we believe that DSS 
should thoroughly review the circumstances under which excess ADA 
payments are approved, for the following reasons: 

• Some Activities That SDE Has Identified as "Additional"-Such as 
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Assessment-Would be Provided to All Students, Whether or Not 
They are GAIN Participants. Thus, we think excess payments 
would be appropriate only if schools can show that GAIN students will 
require higher levels of service than the "normal" student. In these 
cases, DSS will need to identify the level of service that is normally 
provided, so that it can measure the incremental costs of providing a 
higher level. 

• Some "Excess" Activities, Such as Job Placement, are Included in 
Other Parts of County GAIN Budgets, and Therefore Do Not Warrant 
Additional State Reimbursement. If county welfare departments 
want adult education schools to engage in job placement activities, 
the county welfare department should use funds provided for job 
search to pay for these costs. Otherwise, we believe that providing 
excess-ADA funds for such activities could result in the state paying 
the county twice for the same service. 

• Some Excess Activities are Not Necessarily the Responsibility of the 
School District, and Therefore Should Not be Reimbursed as Excess 
ADA Costs. The GAIN program assumes that it is the client's re­
sponsibility to attend class regularly. If an individual is not sufficiently 
responsible to attend education classes, it is unlikely that this person 
could remain employed for very long. Nevertheless, some adult edu­
cation districts believe that additional staff are needed to telephone 
GAIN participants and to provide special transportation to ensure 
that they attend remedial education classes. For those who do not 
attend required classes, it is the county welfare department's respon­
sibility, not the school's, to ensure that GAIN participants comply with· 
program rules and sanction families as appropriate. While we recog­
nize that schools need regular attendance in order to earn ADA, 
providing "excess" funding to schools may not be the best solution. 
Instead, we believe that shifting some of the fiscal liability for "lost" 
ADA-funds that were not earned due to low attendance by GAIN 
participants-to county welfare departments might more properly 
align program and financial. responsibility. 

We believe DSS should develop a policy that identifies those activities 
that, if justified, warrant payment above the ADA reimbursement level. 
The development of such a policy would (1) enable DSS to identify the 
potential General Fund cost of excess ADA costs, which could be included 
in the budget-year proposal for the GAIN program and (2) allow the 
Legislature to review the activities that DSS believes deserve additional 
payments. 

In light of the significant policy and fiscal impacts that may result from 
the department's policy on excess ADA payments, we recommend that 
prior to budget hearings, DSS report to the fiscal committees on its 
proposed policy for allowing county remedial education costs to exceed 
the amount provided by ADA reimbursement. We further recommend 
that DSS advise the fiscal committees of the additional cost to the GAIN 
program during 1987-88 that would result from this policy. 
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Department of Social Services 

COMMUNITY CARE LICENSING 

Item 5180-161 from the General 
Fund and Federal Trust Fund Budget p. HW 163 

Requested 1987 -88 ......................................................................... . 
Estimated 1986-87 ........................................................................... . 
Actual 1985-86 ................................................................................. . 

Requested increase $386,000 (+4.8 percent) 
Total recommended increase ..................................................... . 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
5180-161-001-Community Care Licensing 
5180-161-890-Community Care Licensing 

Fund 
General 
Federal 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$8,383,000 
7,997,000 
8,300,000 

$402,000 

Amount 
$8,383,000 
(4,708,000) 

Analysis 
page 

1. Increased Family Day Care Licensing Workload. Increase 
Item 5180-161-001 by $402,000. Recommend transferring 
$402,000 from Item 5180-151-001 to this item for increased 

795 

family day care licensing due to the implementation of the 
Greater Avenues for Independence (GAIN) program. 

GENERAL PROGRAM STATEMENT 
This item contains the General Fund appropriation for the state's cost 

of contracting with counties to license foster family homes and family day 
care homes. Funds for direct state licensing activities are proposed inItem 
5180-001-001-departmental support. 

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

OVERVIEW OF THE BUDGET REQUEST 
The budget proposes an appropriation of $8,383,000 from the General 

Fund to reimburse counties for licensing activities in 1987-88. This is an 
increase of 4.8 percent over the current year. This increase is due to an 
increase in the number of foster family homes to be licensed in 1987-88. 

ANALYSIS AND RECOMMENDATIONS 
Funds for Increased Family Day Care Licensing Budgeted in Wrong Item 

We recommend that the Community Care Licensing budget be in­
creased by $402,000 to allow for the increased family day care licensing 
workload resulting from implementation of the GAIN program. (Increase 
Item 5180-161-001 by $402,000.) 

In our analysis of the budget for the Greater A venues for Independence 
(GAIN) program (item 5180-151-001), we recommend a reduction of 
$402,000 from that program and a transfer of the same amount to Item 
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Item 5180 

5180-161-001. This is to support the. increased need for family day care 
licensing resulting from implementation of the GAIN program. We make 
this recommendation because it is more appropriate to budget these funds 
in this item-which contains funds for licensing activities-than in Item 
5180-151-001. 

Department of Social Services 

COST-OF-LiVINGADJUSTMENTS 

Item 5180-181 from the General 
Fund and Federal Trust Fund Budget p. HW 160 

Requested 1987-88 .................................... :..................................... $76,293,000 

1987-88 FUNDING BY ITEM AND SOURCE 
Item-Description 
51BO-181-OO1-Cost-of-living adjustments 
51BO-181-890-Cost-of-living adjustments 

Fund 
General 
Federal 

Amount 
$76,293,000 
(38,464,000) 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Statutory COLAs. Recommend that the Legislature 

delete Budget Bill language delaying the effective date of 
statutory COLAs forAFDC and SSI/SSP recipients because 
the language could require the counties to pay the AFDC 
COLAs during the first six months of the fiscal year. 

GENERAL ,PROGRAM STATEMENT 

Analysis 
page 
800 

This item contains the General Fund appropriation to provide cost-of­
living adjustments (COLAs) to various welfare and social services pro­
grams. In general, this item provides funds to compensate for the effects 
of inflation on the purchasing power of grants to welfare recipients. 

In accordance with the policy established by the Legislature in previous 
Budget Acts; the state will fund its share of COLAs granted to certain 
county welfare department employees one year in arrears (referred to as 
"retroactive" COLAs). Thus, the budget proposes to fund in 1987-88, the 
General Fund costs of specific COLAs granted to county welfare depart­
ment employees in 1986--87. (These funds are appropriated in Items 
5180-141-001 and 5180-151-001.) For employee COLAs grarited by counties 
in 1987-88, the state will fund its share of the costs beginning in 1988-89. 

OVERVIEW OF THE BUDGET REQUEST 
Statutory COLAs for Welfare Recipients 

State law requires that Supplemental Security Income/State Supple­
mentary Program (SSI/SSP) grants, Aid to Families with Dependent Chil­
dren (AFDC) grants, and the maximum service award under the 
In-Home Supportive Services (IHSS) program be adjusted to reflect year­
ly increases in the California Necessities Index (CNI). The Commission on 
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State Finance is the state agency responsible for estimating the change in 
the CN!. The Commission on State Finance advises that its preliminary 
estimate of the CNI for 1987-88 is 3.9 percent. The Department of Finance 
(DOF), however, estimates that the COLA required by existing law is 3.6 
percent for 1987-88. 

Budget Proposes to Delay COLAs. Under existing law, the annual 
COLAs are to take effect on January 1,1988 for SSI/SSP and on July 1,1987 
for AFDC and IHSS. The budget proposes to delay the COLA for SSI/SSP 
until April 1, 1988 and the COLAs for IHSS and AFDC until January 1, 
1988; The a~inistration proposes. Budget Bill language to suspend the 
statutory reqUIrements and permIt the COLA delays. (Please see our 
recommendation below for further discussion of the Budget Bill lan­
guage.) The budget proposes to provide a 3.6 percent increase, based on 
the DOF estimate for statutory COLAs, as follows: 

• SSIISSP. The budget proposes to provide a COLA for SSI/SSP 
recipients, on April 1, 1988, at a cost of $42 million ($41.8 million 
General Fund, $134,000 federal funds). Current law requires a statu­
tory COLA on January 1, 1988, at a cost of $83.9 million ($83.4 million 
General Fund) . 

• AFDC Cash Grants. The budget proposes to provide a COLA to 
AFDC cash grants, on January 1,1988, at a cost of $76.3 million ($34.2 
million General Fund, $38 million federal funds, and $4.1 million 
county funds). Current law requires a statutory COLA on July 1, 1987, 
at a cost of $147.9 million ($66.3 million General Fund). 

• IHSS Statutory Maximum. The budget proposes to provide a 
COLA on January 1, 1988 to the maximum amount of service that each 
IHSS recipient is allowed by statute, at a cost of $284,000 ($256,000 
General Fund, $28,000 county funds). Current law requires a statu­
tory COLA on July 1, 1987, at a cost of $569,000 ($511,000 General 
Fund). 

ANALYSIS AND RECOMMENDATIONS 
Discretionary COLAs 

In the past, the budget has proposed two different kinds of discretionary 
COLAs. These COLAs are not required by law. Discretionary COLAs for 
some programs are retroactive, and provide the state's share of county 
wage and benefit increases that counties provided to their employees 
during the prior year. Discretionary COLAs for other programs, however, 
provide the state's share of wage and benefit increases that counties pro­
vide during the budget year. 

Retroactive COLAs. The department administers three programs 
which receive retroactive COLAs-the county welfare department ad­
ministration of the AFDC, Food Stamp, and Child Welfare Services 
(CWS) programs. The budget includes funds for these retroactive COLAs 
as follows: 

• County Administration of AFDC and Food Stamp Programs. The 
budget proposes an appropriation of $5.4 million from the General 
Fund to pay for the cost of COLAs granted by counties in 1986-87 to 
eligibility determination staff who are assigned to the AFDC and 
Food Stamp programs. The budget includes these funds under the 
appropriation for the baseline costs of the county administration pro­
gram (please see Item 5180-141-001) ... 

• Child Welfare Services. The budget propOSeS an appropriation of 
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$7.9 million from the General Fund for the cost of COLAs granted by 
counties to CWS staff in 1986-87. The budget includes these funds 
under the appropriation for the baseline costs of CWS (pleas~ see 
Item 5180-151-001). 

COLAs Granted for Budget-Year Increases. In addition to the pro­
grams that receive discretionary retroactive COLAs, the state has in the 
past granted discretionary COLAs for budget-year wage and benefit in­
creases for county welfare department employees and for grant programs. 
The budget does not contain funds to provicle COLAs to these programs. 

• County Services Block Grant (CSBG) Program. Under this pro­
gram, counties provide adult protective services (APS) , IHSS eligibili­
ty determination and case management services, and a variety of 
optional social services. The 1986 Budget Act did not provide a COLA 
for this program. It would cost $775,000 ($634,000 General Fund and 
$141,000 county funds) to provide a 1 percent COLA for this program 
in 1987--88. In general, the counties would use any funds provided to 
this program for a cost-of-living increase to finance the costs of the 
COLAs they would grant to the sOGial workers assigned to the pro­
gram. 

• Adoptions. Under this program, counties provide services to pro­
spective adoptive parents and to children awaiting adoption. The 1986 
Budget Act did not provide a COLA for this program. It would cost 
$209,000 ($147,000 General Fund and $61,000 federal f].IIlds) to pro­
vide a COLA to the Adoptions program in 1987--88. In general, coun­
ties would use any funds provided for a COLA to finance the cOsts of 
the COLAs they would grant to adoptions social workers. 

• Foster Care. Under this program, Gounties pay grants to foster 
family homes and foster care group homes to cover their costs of 
providing 24-hour residential care to abused, neglected, and delin­
quent children. The 1986 Budget Act granted a 1 percent COLA for 
foster family homes ($1.7 million total funds), but it provided no 
COLA for foster care group homes. It would cost $4 million ($3 mil­
lion General Fund, $900,000 federal funds, and $100,000 county funds) 
to provide a 1 percent COLA to all foster careptoviders in 1987--88. 

• IHSS. Under this program, counties. provide supportive services 
to aged, blind, and disabled individuals to help them live in their own 
homes. The 1986 Budget Act included $3.9 million ($3.5 million Gen­
eral Fund, $400,000 county funds) to provide a 1 percent COLA to 
IHSS providers. It would cost $4.3 million ($3:8 million General Fund, 
$500,000 county funds) to provide a 1 percent COLA to IHSS provid­
ers in 1987--88. In general, funds appropriated for a COLA for the 
IHSS program would be used to increase the wages paid to providers 
in the budget year. 

Budget Does Not Propose a Consistent Policy on Discretionary COLAs. 
The budget for 1987--88 proposes to provide discretionary COLAs in some 
instances, but not in others. For example, it proposes discretionary COLAs 
for some county administrative activities, such as the retroactive COLAs 
for AFDC, Food Stamp, and CWS. The budget proposes no COLA, howev­
er, for county administrative activities for the Adoptions program, IHSS, 
or APS. 

The budget also proposes a discr.etionary retroactive. COLA for some 
IHSS providers, but not for others. For' example, agencies that contract 
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with counties to provide IHSS would receive retroactive COLAs for the 
cost of wage and benefit increases granted to their employees in 1986-87. 
The budget includes these funds under the proposed appropriation for the 
baseline costs of IHSS (Item 5180-151-(01). The budget proposes no 
COLA, however, for the majority of IHSS providers-individual providers 
who are hired directly by recipients. In general, individual providers 
receive hourly wages which are less than contract providers. 

Legislature Has Several Options for Providing Statutory COLAs 
As discussed above, the 1987~8 budget proposes to delay the statutory 

COLAs for AFDC and SSI/SSP benefits. In addition, the budget does not 
request funds for discretionary COLAs, with certain exceptions. 

Although th~ budget proposes to. ~elay statutory COLAs, this is just one 
of several options available. SpeCIfically, a number of alternatives are 
available to the Legislature for these' social services COLAs, each of which 
has its own unique features, as follows: 

• Provide COLAs as Reql)ired by, Statute. This option would re­
quire an augmentation of$73.9 million from the General Fund ($32.1 
million for AFDC recipients and $41.8 million for SSI/ SSP recipients) . 
This alternative would require no change in existing st;ltutes. 

• Delay the Statutorily Required COLA. This option would result 
in savings during 1987~ without reducing the long-term spending 
power of welfare benefits. Clearly, by delaying the effective date of 
COLAs, recipients would collect smaller benefits for a period of time. 
This delay, however, would not cause a permanent reduction in the 
purchasing power of the grant because the full adjustment for infla­
tion eventually would be made. For each three-month delay, the 
General Fund savings total $58 million ($16 million from the AFDC 
COLA and $42 million due to the SSI/SSP COLA). The 1987~8 
budget proposes a variation of, this option-delaying the AFDC 
COLA by six months and the SSI/SSP COLA by three months. This 
option requires statutory changes to implement. 

• Reduce the Statutorily Required COLA. This alternative would 
provide a COLA to recipients that is smaller than the amount that 
would result using the CN!. The COLAs for both AFDC and SSI/SSP 
recipients could be reduced from the statutory rate by 1 percent, for 
instance. For each 1 percent reduction in the size of these COLAs, the 
Legislature would reduce General Fund costs by $41.6 million. This 
option, however, would permanently reduce the spending power of 
welfare benefits because a reduced COLA amount would not fully 
maintain the real spending power of the grant as measured by the 
CN!. Reducing the size of statutory COLAs requires a change in 
existing state law. 

Clearly, the Legislature could combine two or more of these options. 
For example, the Legislature could provide a full statutory COLA to one 
group, while reducing the size of the COLA for another group. Or, COLAs 
could be reduced and delayed for both groups. In addition, should the 
Legislature choose to provide discretionary COLAs to other programs, 
these options would apply as well. 

We make no recommendation concerning action on COLAs for welfare 
recipients. Rather, this is a major policy issue about how to balance com­
peting interests for scarce resources. One criterion the Legislature could 
use to allocate COLAs is to consider the extent to which a program or 
recipients can offset the loss of spending power due to inflation. Using this 
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criterion, the Legislature should assign the highest priority to provide 
COLAs to those programs and recipients who have the least amount of 
control over their expenditures. For example, some agencies can freeze 
salaries, increase employee productivity, extend waiting lists Jor services, 
or defer new projects. Welfare recipients generally have few alternatives 
for adjusting their level of expenditures. Recipients cannot easily defer 
certain purchases or increase their productivity. . 

In the past, the Legislature's policy concerning COLAs has been to 
provide inflation adjustments to those with the greatest demonstrated 
need. Given the limited ability of recipients to offset the loss of spending 
power due to inflation, we believe that the Legislature should reduce 
statutory COLAs for welfare recipients only when the Legislature has no 
other options for controlling expenditures. 

Budget Bill Language Could Shift Costs to Counties 
We recommend that the Legislature delete Budget Bill language delay­

ing the effective date of statutory COLAs for AFDC and SSI/SSP recipi­
ents because it could require the counties to pay for the cost-of-living 
increases provided to AFDC recipients for the first half of the year. 

The Budget Bill contains language to delay the inflation adjustments for 
AFDC and SSI/ SSP benefits. If no statutory change is made to delay the 
AFDC COLA, however, this language could shift the cost of the AFDC 
COLA. to the counties for the period July 1, 1987 to December 31, 1987 
rather than delay implementation of the COLA. Accordingto Legislative 
Counsel, without a cliange in state law, the COLA will be effective onJuly 
1, 1987. Counsel further advises that, without the required statutory 
changes, the effect of Budget Bill language would be to disclaim state 
sharing in the costs of the increase. Without state participation, counties 
would be required to support the entire nonfederal share of AFDC cost-of­
living increases for the first half of 1987-88. This would increase county 
costs by $32.1 million. . 

Because the Budget Bill language could unintentionally increase county 
costs, we recommend deleting the provision in Item 5180-181 that delays 
AFDC and SSI/SSP benefit COLAs. 
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DEPARTMENT OF SOCIAL SERVICES-REAPPROPRIATION 

Item 5180-490 from the General 
Fund and the Federal Trust 
Fund 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

Budget p. HW 155 

This item reappropriates $37,000 of the funds appropriated from the 
General Fund by Ch 1159/85. These funds originally were provided for an 
Adult Protective Service emergency shelter pilot project, and would be 
used for the same purpose in 1987--88. 

This item also reappropriates the unexpended portion of federal Title 
XX funds provided for training and retraining of providers of licensed 
child care as well as state licensing officials, and parents of children in day 
care. These funds would be used to support the same activities in 1987--88. 
We recommend that both reappropriations be approved. 

DEPARTMENT OF SOCIAL SERVICES-REVERSION 

Item 5180-495 to the General 
Fund 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

Budget p. HW 163 

This item reverts the unencumbered balance, approximately $5 million, 
contained in section (b) of Chapter 16, Statutes of 1986. This bill originally 
appropriated $10 million to the Department of Social Services for the 
Individual and Family Grant Program. This program provides emergency 
loans to victims of disasters such as floods and fires. Because the amount 
of loans made under the program will not reach the amount appropriated 
by Chapter 16, we recommend approval of the reversion. . 




