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Econom ic Affa irs

P r e s i d e n t  S t a n d s  F i r m  U n d e r  B u d g e t  F i r e

Even with Republicans, Demo­
crats, and big business nipping at his 
heels, President Reagan continues to 
clutch to bis fiscal 1983 budget plan as 
the only route for saving the American 
economy.

In a speech to Los Angeles 
County officials on March 3, t lr ' presi­
dent asserted that deficits “are a nec­
essary evil in the real world today."

While Reagan appears to be tak­
ing nn increasingly tough and lonely 
stand on his budget more of his 
former allies are taking exception to 
his economic prescriptions.

The policy committee of the pres­
tigious Business Roundtable — .ora- 
prised of the chief executives of about 
200 major corporations — released a 
statement that reaffirmed Reagan’s 
"objectives and basic economic pro­
gram" l u t  objected to the proposed 
fiscal 19,83 budget and its S91.5 billion 
deficit. Reagan budget. Weekly Re­
port p. 225)

"We are deeply concerned by con­
tinued high interest rates, the size of 
the projected deficits for 1983, 1984 
und 198.'), and do not believe they are 
adequately addressed," the 
Roundtable's statement read.

"The deficits cannot be ad­
dressed," the statement continued, 
"w ithout major, permanent spending 
cuts including cvits in the indexed en­
titlement programs and a slowing of 
the defense buildup. In addition, it 
w ill be necessary to address the rev­
enue side."
Negative Feedback

Other negative feedback during 
the week of March 1 came from n 
group of private economists who 
warned Reagan of the severe ram ifica­
tions of high deficits.

The Republican members of the 
Senate Finance Committee also met 
with the president i0 discuss the pos­
s ib ility  of making changes in the en­
acted tax plan as well as trimming the 
defense budget to reduce the deficit. 
The president refused to ta lk compro­
mise, however. (Defense budget, p. 
5 37)

During speeches in the West be­
fore he began a week-long vacation at 
his Santa Barbara, Calif., ranch, Rea­
gan criticized "so-called budget a lter­
natives” as "political documents de­
signed for saving certain legislators’ 
political hides rather than saving the 
economy.”

His pointed remarks about bud­
get alternatives created new tensions 
in Congress — especially among Re­
publican ranks. The unhappiness elic­
ited a phone call to Senate Majority 
Leader Howard H. Baker Jr., R- 
Tenn., during which the president 
said, " I ’m talking about those fellows

— Ity Dale Tate and Pamela Fessler

who have been around here for the 
Irst 20 years running up the dcficitr 
and not offering any alternatives.”

While the apology inny have tem­
porarily soothed ruffled feelings, it did 
not change plans for Congress to cre­
ate its own budget. Baker and other 
senators involved in economic policy 
ure reportedly working on a draft bud­
get alternative that they can use to 
begi i negotiations with the Demo­
crats.

The Senate Budget Committee, 
according to Domcnici, w ill try to be­
gin drafting the first budget resolution 
during the week of March 22.

B u d g e t  R e p o r t s
In preparation for marking up the 

first resolution, which w ill set spend­
ing targets for fiscal 1983, a ll authoriz­
ing committees are required by March 
15 to give the Budget committees on 
estimate of their spending require­
ments for the year.

Several of th is year’s preliminary

reports reflected either outright rejec­
tion of the president’s program or in­
decision over what to put in its place.

The Senate Finance Committee 
set the tone March 2 by voting to for­
ward intact the president’s tax and 
spending requests — then completely 
disowning the details of the package.

The panel d id agree to meet or 
exceed the $19.4 billion in deficit-re- 
ducers proposed by Reagan for pro­
grams under its jurisdiction. But 
Chairman Robert Dole, R-Kan., said 
the committee might do so Ly raising 
more taxes and cutting s tiding less 
than the president proposed.

The House Ways and Means 
Committee also appeared ready to 
avoid recommending fiscal 1983 
spending levels so early in the budget 
battle, as several of its subcommittees 
agreed to pass on figures reflecting 
projected spending under current law 
— in effect rejecting all adm inistra­
tion cuts.

The Trade Subcommittee re­
jected Reagan's plans to eliminate the 
Trade Adjustment Assistance pro- 
grnm and recommended approxi­
mately $200 million for the program in 
fiscal 1983.

In addition:
• The Senate Energy Committee 

rejected the president's fiscal 1983 
budget cuts, including those linked 
with abolishing the Department of 
Energy. Instead, the committee said it 
would stick with the 1982 level plus an 
addition of about $120 million for con­
struction of additional storage capac­
ity at the Strategic Petroleum Re­
serve.

• The House Agriculture Commit­
tee a ll but wiped out Reagan’s pro­
posed agriculture cuts by recommend­
ing a range of $6.5 billion to $9 billion 
in additional outlays. The Senate Ag­
riculture Committee, however, passed 
on the president’s request, expressing 
“concerns" over the deficit. (Stury, p. 
527)

• The Senate Environment and 
Public Works Committee voted 11-4 
March 4 to provide $245 million more 
than the president wanted for pollu­
tion control programs at the Environ­
mental Protection Agency. I
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I .  O v e r v i e w  o f  t h e  F Y  1983 B u d g e t

A .  E c o n o m i c  A s s u m p t i o n s

1 .  T h e  A d m i n i s t r a t i o n ' s  P r o j e c t i o n s

2 .  C B O ' s  A l t e r n a t i v e  P r o j e c t i o n s N a tio n a l
C o n fe re n c eC on fe re n c e

B .  R e v e n u e s ,  O u t l a y s ,  a n d  D e f i c i t s
Leg is la tu re s

1 .  T h e  A d m i n i s t r a t i o n ' s  P r o p o s a l

2 .  C B O ' s  R e e s 5, ; ; m a t e
444 202/737-70U4

C .  P r i o r i t i e s

1 .  T h e  A d m i n i s t r a t i o n ' s  P r i o r i t i e s

N. Capitol 
Street N .W . 
2nd F loo r 
Washington. 
D .C . 20001

David R. R iciner
S ta ff D irector
fo r Human Resources

2. Congressional A l ternatives

D. A i d  to States

1. The A d m i nistration's Proposal

2. Congressional Alternatives

II. The Hu m a n  Resource Components of the FY 1983 Budget

A. Summary of the A d m i nistration's AFDC, Food Stamp, Medicaid, 

and Block Grant Proposals.

B. AFDC

1. Detailed D escription of the Administration's Proposal

2. Analysis

C. Food Stamps

1. Detailed De s c r i p t i o n  of the Administration's Proposal

2. Analysis

D. Medicaid

1. Deta i l e d  D escription of the Administration's Proposal

2. Analysis

E .  H e alth and Social Service Block Grants

1. Detailed De s c r i p t i o n  of the Administration's Proposal

2. Analysis

F. Congressional Reac t i o n

III. Co n c l u s i o n



1982 1983 1985

U n e m p l o y m e n t  ( A n n u a l  a v e r a g e
u n e m p l o y m e n t  r a t £

A d m i n i s  t r a t i o n 8 .9 7 .9 7 .1 6 .4
CBO o p t i m i s t i c  a l t e r n a t i v e 8 .9 7 .6 6 .6 6 .0
CBO b a s e ! i n e 8 .9 8 .0 7 .4 7 .2
CBO p e s s i m i s t i c  a l t e r n a t i v e 8 .9 8 .5 8 .4 8 .5

G r o w j : h _ i n  GNP ( P e r c e n t  c h a n g e  y e a r  t o  
y e a r  i n  GNP i n  c o n s t a n t  

d o l l a r s  (1972 b a s e ) )

I n f l a t i o n

A d m i n i s t r a t i o n 0 .2 5 .2 5 .0 4 . 7
CBO o p t i m i s t i c  a l t e r n a t i v e 0 . 2 5 .8 5 .1 5 .0
CBO b a s e l i n e - 0 .1 4 .4 3 .6 3 .5
CBO p e s s i m i s t i c  a l t e r n a t i v e

P e r c e n t  c h a n g e  y e a r  t o  
£ e a r  i n  C o n s u m e r  P r i c e  I n d e x )

- 0 . 3 3 .0 2 .1 2 .0

A d m i n i s t r a t i o n 7 .3 6 .0 4 .6 4 . 8
CBO o p t i m i s t i c  a l t e r n a t i v e 7 .5 6 .4 6 .2 5 .7
CBO b a s e l i n e 7 .5 6 .9 6 .9 6 .4
CBO p e s s i m i s t i c  a l t e r n a t i v e 7 .6 7 .6 8 .0 7 .6

I n t e r e £ t _ r £ t e . s _  ( A n n u a l  a v e r a g e  9 1 - d a y  
T r e a s u r y  b i l l s  r a t e  o f  
i n t e r e s t )

A d m i n i s t r a t i o n
CBO o p t i m i s t i c  a l t e r n a t i v e
CBO b a s e l i n e
CBO p e s s i m i l t i c  a l t e r n a t i v e

11 .7 10 .5 9 .5 8 .5
1 1 .5 10 .7 9 .4 8 .3
1 2 .0 13 .2 11 .2 5 .4
13 .0 14 .3 12 .7 10 .8

S o u r c e : C o n g r e s s i o n a l  B u d g e t  O f f i c e ,  " A  R e p o r t  t o  t h e  S e n a t e  a n d  H o u s e  C o m m i t t e e s
o n  t h e  B u d g e t :  T h e  P r o s p e c t s  f o r  E c o n o m i c  R e c o v e r y , "  P a r t  I ,  F e b r u a r y ,  1982.

N O T E : T h e  CBO a n a l y s i s  o f  t h e  A d m i n i s t r a t i o n ' s  B u d g e t  f o r  F Y  1982, p u b l i s h e d  a  y e a r
a g o  i n  M a r c h  1981,  s e t  f o r t h  t h e  f o l l o w i n g  A d m i n i s t r a t i o n  a n d  CBO b a s e l i n e  
a s s u m p t i o n s  f o r  1982: ( l )  U n e m p l o y m e n t — 7 .2  a n d  7 . 6 ;  ( 2 )  G r o w t h  i n  GNP— 4 . 2  a n d  2 . 9 ;  
( 3 )  I n f l a t i o n — 8 .3  a n d  9 . 5 ;  ( 4 )  I n t e r e s t  r a c e s — 8 .9  a n d  1 3 . 8 .



' C o m p a r i s o n  o f  A d m i n i s t r a t i o n  a n d  CBO B u d g e t  A s s u m p t i o n s

T h e  c h a r t  b e l o w  s h o w s  w h a t  w o u l d  h a p p e n  i n  f e d e r a l  r e v e n u e ,  o u t l a y ,  
a n d  d e f i c i t  t r e n d s  u n d e r  d i f f e r i n g  e c o n o m i c  a s s u m p t i o n s ‘ i f  n o  c h a n g e s  
a r e  m a d e  i n  c u r r e n t  p o l i c y .

( F i g u r e s  a r e  i n  b i l l i o n s )

1983 1984 1985

A d m i n i s t r a t i o n ' s  a s s u m p t i o n s

R e v e n u e s  $653 $704 $778
O u t l a y s  800 871 950
D e f i c i t  147 167 172

C B O ' s  o p t i m i s t i c  a l t e r n a t i v e

R e v e n u e s  $658 $713 $786
O u t l a y s  800 863 932
D e f i c i t  142 150 146

C B O ' s  b a s e l i n e  a s s u m p t i o n s

R e v e n u e s  $652 $701 $763
O u t l a y s  809 889 971
D e f i c i t  157 188 208

C B O ' s  p e s s i m i s t i c  a l t e r n a t i v e

R e v e n u e s  $650 $695 $ 752
O u t l a y s  819 912 1 ,011
D e f i c i t  169 217 259

S o u r c e : C o n g r e s s i o n a l  B u d g e t  O f f i c e ,  " A  R e p o r t  t o  t h e  S e n a t e  a n d  H o u s e  C o m m i t t e e s
o n  t h e  B u d g e t :  T h e  P r o s p e c t s  f o r  E c o n o m i c  R e c o v e r y , "  P a r t  I ,  F e b r u a r y ,  1982.



Tiio Administration's FY 1983 Budget: As Presented and as Reestimated by CBO

T h e  c h a r t  b e l o w  s h o w s  w h a t  w o u l d  h a p p e n  i n  f e d e r a l  r e v e n u e ,  o u t l a y ,  a n d  
d e f i c i t  t r e n d s  u n d e r  ( 1 )  t h e  A d m i n i s t r a t i o n ' s  e c o n o m i c  a s s u m p t i o n s  i f  a l l  
t h e  c h a n g e s  p r o p o s e d  b y  t h e  A d m i n i s t r a t i o n  i n  i t s  FY  1983 b u d g e t  a r e  e n a c t e d  
b y  C o n g r e s s  o r  o t h e r w i s e  i m p l e m e n t e d  a n d  ( 2 )  t h e  C B O ' s  b a s e l i n e  e c o n o m i c  
a s s u m p t i o n s  i f  a l l  t h e  c h a n g e s  p r o p o s e d  b y  t h e  A d m i n i s t r a t i o n  a r e  e n a c t e d  
a n d  i m p l e m e n t e d .

T h u s ,  t h e r e  a r e  t w o  r e a s o n s  w h y  t h e  A d m i n i s t r a t i o n ' s  a n d  C B O ' s  p r o j e c t i o n s  
d i f f e r :  f i r s t ,  b e c a u s e  e a c h ,  u s i n g  d i f f e r e n t  e c o n o m i c  a s s u m p t i o n s ,  s t a r t s  w i t h  
a  d i f f e r e n t  r e v e n u e ,  o u t l a y ,  a n d  d e f i c i t  b a s e ;  s e c o n d ,  b e c a u s e  e a c h  h a s  c o m e  t o  
d i f f e r e n t  c o n c l u s i o n s  a b o u t  t h e  a c t u a l  i m p a c t  o f  t h e  p r o p o s e d  c h a n g e s  o n  t h e  
g r o w t h  o f  f e d e r a l  r e v e n u e s ,  o u t l a y s ,  a n d  d e f i c i t s .

( F i g u r e s  a r e  i n  b i l l i o n s )

A d m i n i s t r a t i o n
1981 1982 1983 1984 1985

R e v e n u e s
— A c t u a l  o r  p r o j e c t e d  
— C h a n g e  
— P r o p o s e d

$599 $627 $653 $704 $778
+ 13 +  19 + 19

666 723 797

O u t l a y s

CBO

— A c t u a l  c r  p r o j e c t e d  
— C h a n g e  
— P r o p o s e d

$657 $725 $800 
43 - 

757

$871 
65 - 

806

$950
81

869

D e f i c i t
— A c t u a l  o r  p r o j e c t e d  
— C h a n g e  
— P r o p o s e d

$ 58 $ 98 $147 
56 - 
91

$167 
84 - 
83

$172
100

72

( O f f - b u d g e t  o u t l a y s  
( T o t a l  d e f i c i t

$ 21 
$ 79

$ 20 
$118

$ 1C 
$107

$ 14 
$ 97

$ 11 
$ 83

R e v e n u e s
— A c t u a l  o r  p r o j e c t e d  
— C h a n g e  
— P r o p o s e d

$602 $631
+

$652 
8 + 

660

$701 
15 + 

716

$763
13

776

O u t l a y s
— A c t u a l  o r  p r o j e c t e d  
— C h a n g e  
— P r o p o s e d

$660 $740 $809 
28 - 

781

$889 
44 - 

845

$971
55

916

D e f i c i t
— A c t u a l  o r  p r o j e c t e d  
— C h a n g e  
— P r o p o s e d

$ 58 $109 $157 
36 -  

121

$188 
59 -  

129

$208
68

140

( O f f - b u d g e t  o u t l a y s  
( T o t a l  d e f i c i t

$ 21 
$79

$ 20 
$ 129

$ 17 
$128

$ 16 
$145

$ 12 
$152



Explanation of Difference Between Administration's Description of

i t s  F Y  1983 B u d g e t  a n d  CBO R e e s t i m a t e  o f  t h e  S a m e  B u d g e t  P r o p o s a l

T h e  A d m i n i s t r a t i o n  a s s u m e s  t h a t  r e v e n u e s  u n d e r  c u r r e n t  p o l i c y  Wj I I  b e  h i g h e r  
a n d  g r o w  f a s t e r  t h a n ' C B O  a s s u m e s .

F o r  FY  1983,  t h e  A d m i n i s t r a t i o n  a s s u m e s  r e v e n u e s  o f  $653 b i l l i o n ,  $ l _ b i l l i o n  
m o r e  t h a n  t h e  $652 b i l l i o n  a s s u m e d  b y  CBO.

F r o m  F Y  1983 t o  F Y  1985,  t h e  A d m i n i s t r a t i o n  a s s u m e s  t h a t  r e v e n u e s  w i l l  g r o w
b y  $125 b i l l i o n ,  $14 b i l l i o n  m o r e  t h a n  t h e  $111 b i l l i o n  i n  r e v e n u e  g r o w t h
a s s u m e d  b y  CBO .

T h e  A d m i n i s t r a t i o n  a l s o  a s s u m e s  t h a t  t h e  t a x  i n c r e a s e s  i t  p r o p o s e s  w i l l  
g e n e r a t e  m o r e  r e v e n u e s  t h a n  CBO a s s u m e s .

F o r  FY  1983,  t h e  A d m i n i s t r a t i o n  a s s u m e s  i t s  t a x  i n c r e a s e s  w i l l  y i e l d  $13 
b i l l i o n ,  $5 b i l l i o n  m o r e  t h a n  t h e  $8 b i l l i o n  a s s u m e d  b y  CBO .

F r o m  FY  1983 t o  F Y  1985,  t h e  A d m i n i s t r a t i o n  a s u u r a e s  i t s  t a x  i n c r e a s e s  w i l l  
y i e l d  $51 b i l l i o n ,  $15 b i l l i o n  m o r e  t h a n  t h e  $36 b i l l i o n  a s s u m e d  b y  CBO.

T h e  A d m i n i s t r a t i o n  a s s u m e s  t h a t  p r o g r a m  c o s t  o u t l a y s  u n d e r  c u r r e n t  p o l i c y  
w i l l  b e  l o v e r  a n d  g r o w  m o r e  s l o w l y  t h a n  CBO a s s u m e s .

F o r  FY  1983,  t h e  A d m i n i s t r a t i o n  a s s u m e s  p r o g r a m  c o s t  o u t l a y s  o f  $800 b i l l i o n ,
$9 b i l l i o n  l e s s  t h a n  t h e  $809 b i l l i o n  a s s u m e d  b y  CBO.

F r o m  FY  1983 t o  FY  1985,  t h e  A d m i n i s t r a t i o n  a s s u m e s  t h a t  p r o g r a m  c o s t  o u t l a y s
w i l l  g r o w  b y  $150 b i l l i o n ,  $12 b i l l i o n  l e s s  t h a n  t h e  $162 b i l l i o n  i n  o u t l a y
g r o w t h  a s s u m e d  b y  CBO .

T h e  A d m i n i s t r a t i o n  a l s o  a s s u m e s  t h a t  t h e  p r o g r a m  c h a n g e s  i t  p r o p o s e s  
w i l l  r e d u c e  o u t l a y s  b y  m o r e  t h a n  CBO a s s u m e s .

F o r  FY  1983,  t h e  A d m i n i s t r a t i o n  a s s u m e s  i t s  p r o g r a m  c h a n g e s  w i l l  l o w e r  o u t l a y s  
b y  $43 b i l l i o n ,  $15 b i l l i o n  m o r e  t h a n  t h e  $28 b i l l i o n  a s s u m e d  b y  CBO.

F r o m  FY  1983 t o  FY  1985,  t h e  A d m i n i s t r a t i o n  a s s u m e s  i t s  p r o g r a m  c h a n g e s  w i l l  
l o w e r  o u t l a y s  b y  $189 b i l l i o n ,  $62 b i l l i o n  m o r e  t h a n  t h e  $127 b i l l i o n  a s s u m e d  
b y  C B O .

B e c a u s e  t h e  A d m i n i s t r a t i o n  s t a r t s  o f f  w i t h  h i g h e r  r e v e n u e  p r o j e c t i o n s ,  a s s u m e s  
i t s  p r o p o s e d  t a x  i n c r e a s e s  w i l l  y i e l d  m o r e  a d d i t i o n a l  r e v e n u e ,  s t a r t s  o f f  w i t h  
l o w e r  p r o g r a m  c o s t  o u t l a y  p r o j e c t i o n s ,  a n d  a s s u m e s  i t s  p r o g r a m  c h a n g e s  w i l l  
g e n e r a t e  e v e n  l o w e r  o u t l a y s ,  t h e  A d m i n i s t r a t i o n ' s  d e f i c i t  f o r e c a s t  i s  s u b s t a n t i a l l y  
l o w e r  a n d  s h o w s  a  r e d u c t i o n  i n  t h e  d e f i c i t  o v e r  t i m e ,  c o m p a r e d  t o  CBO .

F o r  FY  1983,  t h e  A d m i n i s t r a t i o n  a s s u m e s  a $91 b i l l i o n  d e f i c i t ,  $30 b i l l i o n  l o w e r  
t h a n  t h e  $121 b i l l i o n  d e f i c i t  a s s u m e d  b y  CBO .

F r o m  F Y  1983 t o  F Y  1985,  t h e  A d m i n i s t r a t i o n  p r o j e c t s  a  c o m b i n e d  d e f i c i t  o f  $246 
b i l l i o n ,  $144 b i l l i o n  l e s s  t h a n  t h e  $390 b i l l i o n  c o m b i n e d  d e f i c i t  f o r e c a s t  b y  CBO.

F i n a l l y ,  f r o m  FY  1983 t o  FY  1985,  t h e  A d m i n i s t r a t i o n  p r o j e c t s  t h a t  t h e  d e f i c i t  
w i l l  d e c l i n e  b y  $19 b i l l i o n  ( f r o m  $91 b i l l i o n  t o  $72 b i l l i o n ) ,  w h i l e  CBO c o n c l u d e s  
t h a t  t h e  d e f i c i t  w i l l  i n c r e a s e  b y  $32 b i l l i o n  ( f r o m  $121 b i l l i o n  t o  $140 b i l l i o n ) .



C O M P O S I T I O N  O F  O U T L A Y S  (By fiscal year).

Actua l
1981

Adm in is tra tion Estimates 

1982 1983 1984 1985

Nationa l Defense 159.8

In B illions o f Dollars 

187.5 221.1 253.0 292.1
Social Security 138.0 154.6 173.5 188.5 202.3
O ther Payments to Individuals 178.6 196.9 192.3 196.8 207.6
Net Interest 68.7 83.0 96 .4 98.7 100.8
O ther Nondefense 112.1 103.3 74.3 69.0 65.8

Unified Budget Outlays 657.2 725.3 757.6 805.9 868.5

O ff-B udge t Federal Entities 21.0 19.7 15.7 14.3 11.0

To ta l Outlays 678.2 745.0 \7 7 3 .3 820.2 879.4

Nationa l Defense 17.6

Percent Change 

17.4 17.9 14.4 15.4
Social Security 17.8 12.0 12.2 8.6 7.3
O ther Payments to Individuals 15.9 10.2 -2 .3 2.3 5.5
Net Interest 31.0 20.8 16.1 2.4 2.1
O ther Nondefense -4 .4 -7 .9 -28 .1 -7 .1 -4 .6

U n ified Budget Outlays 14.0 10.4 4.5 6.4 7 .8

O ff-Budge t Federal Entities 47.5 -6 .3 -20 .3 -9 .0 23.3

Tota l Outlays 14.8 9 .9 3.8 6.1 7.2

Percent Share o f Unified Budget

National Defense 24.3 25.9 29.2 31.4 33.6
Socia'. Security 21.0 21.3 22 .9 23.4 23.3
Othet Payments to Individuals 27.2 27.1 25.4 • 24.4 23.9
Net Interest 10.5 11.4 12.7 12.2 11.6
Other Nondefense 17.1 14.2 9 .8 8.6 7 .6

Unified Budget Outlays 100.0 100.0 100.0 100.0 100.0

SOURCE: Budget o f- th e United States Government, Fiscal Year 1983,
pp. 3-21, 3-23, 9-61.



National Defense

Social Security

Other Payments to 
Individuals

Net Interest

-37.5

5 S S S S S  * S

47.7Ac

Other Nondefense

National Defense Other Grants All Other

Payments for Individuals Net Interest

SOURCE: Budget o f  the United Stares Government. Fiscal Year 1983, Table 2 2 , p. 9 6 1 .

P r o p o s e d  C h a n g e  in Outlays B e t w e e n  1 9 8 2  a n d  1 9 8 5

- 1 0 0  - 5 0  0 +5 0  +1 0 0
B i l l io n s  o f  D o l ls r s

c m  m /~ e .  a . . ,/ „ •>  n (  tht U n i t e d  States G o v e r n m e n t .  Fiscal Year 1983.  o .  3 - 2 1 .

1 985

A d m i n i s t r a t i o n  P r o p o s a l s



F Y  1983 B u d g e t  A l t e r n a t i v e s  

S e n a t o r  D o m e n i c i  ( R -N M )

1 .  R e d u c e  d e f e n s e  o u t l a y s  b y  $20-25 b i l l i o n  t h r o u g h  FY  1985 b y  r e s t r i c t i n g  
g r o w t h  t o  5% a f t e r  i n f l a t i o n .

2 .  E l i m i n a t e  t h e  F Y  1983 c o s t - o f - l i v i n g  i n c r e a s e  f o r  S o c i a l  S e c u r i t y  a n d  
o t h e r  e n t i t l e m e n t  p r o g r a m s ,  s a v i n g  $60 b i l l i o n  r v e r  t h r e e  y e a r s .

L i m i t  M e d i c a r e  a n d  M e d i c a i d  i n c r e a s e s  i n  F Y  1983 t o  t h e  r i s e  i n  t h e  C P I ,  
s a v i n g  $22 b i l l i o n  o v e r  t h r e e  y e a r s .

3 .  E n a c t  t a x  i n c r e a s e s  y i e l d i n g  $18,  $49,  a n d  $55 b i l l i o n  i n  FY  1983, 1984, a n d  
1985,  " p r e f e r a b l y . . . b y  c l o s i n g  e x i s t i n g  l o o p h o l e s " ,  b u t  p o s s i b l y  c h a i n g
t h e  t a x  c u t s .

?.e
4 .  F r e e ^  f e d e r a l  p a y  i n  F Y  1983 a n d  l i m i t  FY  1984 a n d  FY  1985 p a y  i n c r e a s e s  f o r  

f e d e r a l  e m p l o y e e s  t o  5%, s a v i n g  $25 b i l l i o n  o v e r  t h r e e  y e a r s .

5 .  F r e e ^  d o m e s t i c  a p p r o p r i a t i o n s  ( o t h e r  t h a n  e n t i t l e m e n t s  a n d  p a y )  a t  FY  1982 
l e v e l s ,  s a v i n g  $34 b i l l i o n .

S u m m a r y : 1 e d u c e  F Y  1983 d e f i c i t  t o  $90 b i l l i o n ,  a n d  s m a l l e r  i n  F Y  1984 a n d  FY  1985 
t h a n  t h o s e  p r o j e c t e d  b y  t h e  A d m i n i s t r a t i o n .

T h e  A d m i n i s t r a t i o n ' s  t o t a l  d e f i c i t  f o r  FY  1983-1985 i s  $246. S e n .  
D o m e n i c i ' s  w o u l d  b e  $210



FY  3.983 B u d g e t  A l t e r n a t i v e s  

S e n a t o r  H o l l i n g s  ( D - S C )

1 .  D e f e r  t h e  i n c r e a s e  i n  d e f e n s e  s p e n d i n g  p r o p o s e d  b y  t h e  A d m i n i s t r a t i o n  
f o r  F Y  1983 a n d  a l l o w  f o r  3% r e a l  g r o w t h  t h e r e a f t e r .

S a v i n g s :  $19 b i l l i o n  i n  F Y  1983.

2 .  D e f e r  c o s t - o f - l i v i n g  a d j u s t m e n t s  u n d e r  t h e  e n t i t l e m e n t  p r o g r a m s .

S a v i n g s :  $24 b i l l i o n  i n  FY  1983

3 .  D e f e r  t h e  i n d i v i d u a l  K e m p - R o t h  t a x  c u t ,  r e p e a l  l e a s i n g  p r o v i s i o n ,  a n d  r e p e a l  i n d e x i i  

S a v i n g s :  $48 b i l l i o n  i n  FY  1983.

4 .  F o r g o  g o v e r n m e n t  e m p l o y e e  r  l y  r a i s e . i n  FY  1983.

S a v i n g s :  $5 b i l l i o n  i n  FY  1983.

5 .  M a n a g e m e n t  s a v i n g s — h a l f  o f  A d m i n i s t r a t i o n  p r o p o s a l .

S a v i n g s :  $10 b i l l i o n  i n  FY  1983

6.  I n t e r e s t  s a v i n g s  f r o m  l o w e r  d e f i c i t s  a n d  i n t e r e s t  r a t e s .

S a v i n g s :  $9 b i l l i o n  i n  F Y  1983

S u m m a r y :  I n c r e a s e  r e v e n u e s  b y  $48 b i l l i o n ,  a n d  d e c r e a s e  e x p e n d i t u r e s  b y  $67 b i l l i o n ,  
i n  FY  1983,  t h u s  r e d u c i n g  d e f i c i t  f r o m  $157 b i l l i o n  CBO' e s t i m a t e  b y  
$115 b i l l i o n  t o  $42 b i l l i o n .

D e f i c i t  t o  b e  r e d u c e d  t o  $19 b i l l i o n  i n  FY  1984 a n d  r e p l a c e d  w i t h  
a  $4 b i l l i o n  s u r p l u s  b y  FY  1985.



R e p r e s e n t a t i v e  M i c h e l  ( . R - I l l . )

1 .  R e d u c e  d e f e n s e  i n c r e a s e s  p r o p o s e d  b y  t h e  A d m i n i s t r a t i o n .

2 .  R e d u c e  c o s t - o f - l i v i n g  i n c r e a s e s  i n  b e n e f i t s  u n d e r  v a r i o u s  
f e d e r a l  e n t i t l e m e n t  p r o g r a m s .

3 .  D e f e r  t h e  f i n a l  r o u n d  o f  t h e  t a x  c u t ,  s c h e d u l e d  f o r  7/1/83.

FY 19S3 Budget Alternatives

F Y  J-983 B u d g e t  A l t e r n a t i v e s

S e n a t o r  H o w a r d  B a k e r  ( R - T e n n . )

— 5-10% i n c o m e  t a x  s u r c h a r g e .
A 10% s u r c h a r g e  w o u l d  r a i s e  $37 b i l l i o n  i n  F Y  1983.

R e p r e s e n t a t i v e  J a m e s  W r i g h t  ( D - T e x . )

— 80% t a x  o n  i n t e r e s t  e x c e e d i n g  15% o n  a n y  l o a n  
— t a x  e x e m p t i o n  f o r  i n c o m e  f r o m  t h e  f i r s t  3% o f  a n y  l o a n  w h o s e  

t e r m s  a r e  l e s s  t h a n  10%.

— R e d u c e  m i l i t a r y  s p e n d i n g  
— R e d u c e  t a x  c u t s
— T a x  i n c e n t i v e s  f o r  t h e  p u r c h a s e  o f  n e w  h o m e s  a n d  f u e l - e f f i c i e n t  A m e r i c a n  c a r s

S e n a t o r  R u s s e l l  L o n g  ( D - L a . )

— R e d u c e  t h e  i n d i v i d u a l  f e d e r a l  i n c o m e  t a x  s c h e d u l e d  f o r  7/1/82 f r o m  10% t o  5%, 
a n d  m a k e  i t  r e t r o a c t i v e  t o  1/1/82 .

— M a k e  t a x  c u t  s c h e d u l e d  f o r  1983 c o n t i n e n t  o n  i m p r o v e d  e c o n o m i c  c o n d i t i o n s .



RELATIVE COMPOSITION OF THE UNIFIED 
BUDGET (By fisca l year)

A dm in is tra tion Estimates

Budget Component Actua l
1981 1982 1983 1984 1985

Outlays in B illions o f Dollars

National Defense 159.8 187.5 221.1 253.0 292.1
Payments for Individuals 
D irec t 276.7 310.1 328.?- 345.4 367.5
Through states and . 
loca lities 39.9 41.5 37.6 40.0

i
42.3

O ther Grants 54. 8 49.6 43.7 41.8 • 41.1
Net Interest 68.7 83.0 96.4 98.7 100.8
O ther Federal Programs 57 A 53.6 30.6 27.1 24.6

Tota l 657.2 725.3 757.6 805.9 868.5

Percent Change

National Defense 17.6 17.4 17.9 14.4 15.4
Payments fo r Individuals 
D irec t 16.8 12.1 5.9 5.2 6.4

tV- Through states and 
loca lities 16.9 3.9 -9 .5 6.4 5.9

^  Other Grants -4 .3 -9 .3 -11 .9 -4 .4 -1 .7
Net Interest 31.0 20.8 16.1 2.4 2.1
O ilie r Federal Programs _Aj_5 -6 .5 -43 .0 -11 .2 -9 .2

Total 14.0 10.4 4 .5 6.4 7.8



OUTLAYS FOR BENEFIT PAYMENTS FOR INDIVIDUALS (By 
fisca l year, in billions o f dollars)

0

Adm in is tra tion Estimates

19S1 1982 1983 1984 1985

Social Insurance Programs 
Social Security (OASDI) 139.6 156.6 173.5 188.5 202.3
Railroad re tirem en t 5.3 5.3 — — —

Medicare 42.5 49.5 55.3 61.2 68.3
Unemployment compensation 19.7 25.2 22.6 19.8 18.0
C iv il Service re tirem en t 
and d isab ility 17.7 19.4 21.1 22.4 23.9

Veterans' compensation and 
readjustment benefits 10.8 11.5 11.9 12.0 12.3

O ther 11.8 12.6 15.1 15.4 15.8
Subtotal 247.4 280.1 299.5 319.3 340.7

Means-Tested Programs 
Guaranteed student loans 
and other education 6.2 6 .3 5.7 4.3 3.9

Medicaid 16.8 17.8 17.0 18.6 20.4
k Food stamps 11.3 11.2 9.6 9.7 10.0

O ther food and 
nu trit io n programs 4.9 4 .2 4.1 4.2 4.3

Housing 6.8 8.1 8.5 8.9 9.4
Supplemental security income 7.2 7 .9 8 .9 7.8 8.6

& Assistance payments (AFDC) 8.5 8.1 5.5 5.5 5.5
Veterans' pensions 3.8 3.9 4.0 4.1 4.2
Other 3.8 4.0 3.1 2.9 2.8

Subtotal S9.3 71 .5 66.4 66.0 69.1

Tota l 316.7 351.6 365.9 .385.3 409.8



OUTLAYS FOR DIRECT GRANTS TO STATE AND LOCAL 
GOVERNMENTS (By fisca l year, in billions o f dollars)

. Actua l Adm in is tra tion Estimate

-
1981 1982 1983 1984 1985

Energy Conservation Grants 0.5 0 .5 0 .2 0.1 ---

Environmental Pro tection Agency 
Construction Grants 3.9 4.0 3.4 2.8 2.7

O ther Natura l Resources and 
Environment 1.1 1.1 0 .8 0.7 0.7.

Ag ricu ltu re 0.8 0 .9 0.9 0.9 0.9

Highway Grants 9.1 8 .2 8 .2 8.2 8.3

Urban Mass Transpot tation Fund 3.8 3.7 3.1 2.9 2.9

A irp o rt Grants 0.5 0 .5 0.4 0.5 0.6

Community Development Grants 4.0 4 .0 3.4 3.2 3.5

Urban Development Action Grants 0.4 0.5 0 .6 0.5 0.5

Rental Rehabilita tion Grants — — — 0.1 0.1

Area and Regional Development 1.2 1.0 0 .8 0.5 0.3

Elementary, Secondary, and 
Vocational Education 6.6 6 .7 5.1 4.2 3.6

Train ing and Employment 8.0 4.2 2.0 2.7 2.3

Social Services 6.2 6.1 4.8 4.8 4.8

Combined Welfare Adm in istra tion — — 1.7 1.7 1.7

General Revenue Sharing 5.1 4 .6 4.6 4.6 4.6

O ther General Purpose Fiscal 
Assistance 1.6 1.7 2.0 2.2 2.5

Other 2.0 1.9 1.7 1.2 1.1

Tota l 54.8 49.6 43.7 41.8 41.1



TABLE 1
GRAND TOTALS: RLL GRANT PROGRAMS

STATE
ALABAMA
ALASKA
ARIZONA
ARKANSAS
C A L IFO R N IA

COLORADO
CONNECTICUT
DELAWARE
FLO R IDA
GEORGIA

HAW AII
IDAHO
IL L IN O IS
IN D IRN A
IOWA

KANSAS
KENTUCKY
LO U IS IA N A
MAINE
HARYLAND

MASSACHUSETTS
M ICH IGAN
MINNESOTA
M IS S IS S IP P I
M ISSO U R I

MONTANA
NEBRASKA
NEVADA
NEW HAMPSHIRE 
NEW JERSEY

NEW MEXICO 
NEW YORK 
NORTH CAROLINA 
NORTH DAKOTA 
OHIO

OKLAHOMA
OREGON
PENNSYLVANIA 
RHODE ISLAND 
SOUTH CAROLINA

SOUTH DAKOTA
TENNESSEE
TEXAS
UTAH
VERMONT

V IR G IN IA  
WASHINGTON 
WEST V IR G IN IA  
W ISCONSIN  
WYOMING 
STATE TOTAL 
NON-STATES AND 
UND ISTR IBUTED  
GRAND TOTAL

M IL L IO N )

AUTHORITY
FY 1331 FY 1382 FY 1333

1  633. 1  234. 964.
516. 373. 215.
933. 610. 495.
963. 737. 596.

11,369. 8, 289. 6, 982.
1,082. 830. 706.
1  438. 965. 762.

291 210. 173.
3, 338. i s e s . 2 , 102.
2,633. 1  976. X j  62a

330. 295. 323.393. 202. 254.
4, 724. 3, 437. 2, 877.
2, 118. 1  365. X j  038.
1, 063. 824. 694.

827. 628. 524.
1, 695. X j  241 989.
1  979. X j  522. ’57.620. 442. 334.
2, 048. X j  503. X j  243.
3, 402. 2, 374. X j  9e5.
4, 134. 3, 146. 2 j  634.
2, 062. 1  473. X j  176.
1  246. 988. 798.1  9 2 a 1  428. X j  177.

435. 353. 301
593. 427. 360.
339. 268. 223.
370. 270. 217.

3, 284. 2, 295. 1  839.

362. 697. 649.
11, 416. 3, 620. 6, 906

2, 191 X j  624. X .  318.
371 261 209.

4, 283. 2, 079. 2, 507.

1194 . 359. 684.
X .  135. 349. 754.
5, 238. 4 , 026. 2, 252.

624. 412. 223.
1  194. 917. 736.

414. 272. 2e9.
Z. 240. 1, 649. X j  201
4, 538. 2, 429. 2, 319.

594. 514. 457.
219. 244. 201

1, 957. X j  425. 1  159.
1  726. 1  292. 1  091

905. 674. 542.
2, 428. 1, 371 1, 522.

263. 236. 421
102, 216. 73, 550. 62, O i l

2, 536. 2, 703. 2, 165.
103 ,'. v2 . 73, 259. 63, 11 6.

OUTLAYS
FY 1981 FY 1582 FY 1983

1  491 X j  291 1  285.
448. 423. 278.863. 727. 628.
886. 341 756.

10, 000. 9, 751 8, 594.
1  021 962. 856.
X j  X 7 9 . 1  157. X j  021

213. 249. 221
1  866. 2, 951 1  574.
2 ,167. 2, 269. 1  017.

442. 464. 411361 251 211
4, 606. 4, 035. 3, 338.
X j  728. 1  669. 1 463 .

960. 965. 849.

772. 731 630.
X j  421 1  423. 1268 .
1,729. 1  725. 1  553.326. 527. 465.
1  889. 1  747. 1 5 4 1
1  387. 1  300. 1  477.
4, 105. 2, 726. 3, 210.
X j  773. 1  726. 1  541
1  097. 1  e94. 981
1  661 1  691- 1  483.

449. 404. 365.
517. 513. 451
251 208. 281
287. 227. 239.

1  889.. 1  730. 1  401

715. 733. 760.
10, 266. 9, 927. A, 856.

1  907. 1  39^. 1, 531
218. 209/ 277.

2, 721 2, 683. 3, 211

1  041 1  007. 897.
1 173 . 90S. 910.
4, 882. 4, 673. 4,103.

481 491 440.
X j  008. 1, 061 942.

256. 227. 238.
1  988. 1, 770. 1  504.
4,142. 2, 991 2, 554.

592. 573. 519.
279. 285. 252.

X j  361 1, 677. 1, - iO l
1  770. 1, 512. 1  227.

940. 314. 720. '
1  297. 1 1 7 2 . 1, 924.

221 4 ie . 445.
91, 305. 33, 141 77, 372.

2, 357. 2, 079. 2/ 545.
34, 761 31, 120. 21, 413.

6



Tfi3L_E 2
GRAND TOTALS: ALL GRANT PROGRAMS

(.S PER C A P ITA )

AUTHORITY OUTLAYS
STATE FY 1981 FY 1982 FY  1982 FY 1981 FY 1982 FY 1902ALABAMA 434. 217. 24a 284. 357. 310.ALASKA 1  231. 323. 7 8 a 1 .119 . 1 8 7 1 944.ARIZONA 232. 224. 182 3 i a 271 221ARKANSAS ' 421 322 261 3 s a 368. 221C A L IFO R N IA 4 s a 3 se . 2^2 423. 412 362.

COLORADO 275. 287. 244. 253. 232. 296CONNECTICUT 469. 311. 245. 279. 372 229.'DELAUARE 489. 233. 292 52 a 419. 371FLO R IDA 249. 257. 216. 294. 203. 264.GEORGIA 48S. 362 293. 297. 415. 269.
HAW A II 570. 411 342 459. 481 42aIDAHO 419. 22a 269. 382 372 2 3 aIL L IN O IS 414. 282. 252 403. 238. 3 i aIN D IA N A 28 S. 249. 192. 215. 234. 2 6 aIOWA 365. 232. 23a 3 2 a 231 291
KANSAS 350. 266. 222 327. 3 i a 273.KENTUCKY 463. 239. 2 7 a 391 292 346.LO U IS IA N A 471 362 299. 411 410. 369.M A INE 551. 294. 215. 476. 4 6 a ■ 414MARYLAND 486. 237. 295. 448. 414. 266.'
MASSACHUSETTS 392. 414. 222 583. 48a 422M ICH IGAN 442. 340. 290. 442. 482 347.
MINNESOTA 506. 262 289. 435. 426 3 7 aM IS S IS S IP P I 494. 289. 217. 425. 434. 389.'
M ISSO U R I 290. 291 239. 238. 344. 282
MONTANA 37A. 449. 383 370. 514. 462.NE3RASKR 3 7 a 278. 2 3 a 229. 227. 288.
NEVADA 45a 233. 279. 429. 38a 232NEW HAMPSH IRE 402 292. 236. 322. 236. . 214.
NEW JERSEY 446. 212 232 292 373. 226.
NEW MEXICO 662. 336. 499. 330. 602 383.NEW YORK 630. 491 393. 390. 363. 364.
NORTH CAROLINA 273. 277. 224. 223. 322 286.NORTH DAKOTA s e a 40 a 320. 487. 473, 424.OHIO 397. 285. 232 345. 342 297.
OKLAHOMA 393. 284. 22 a 345. 323. 296.OREGJN 431. 322 2 8 a 446. 375. 34aPENNSYLVANIA 443. 339. 282 411 294. 346.
RHODE ISLAND 638. 436. 341 309. 320. 464.SOUTH CAROLINA . 283. 294. 242 340. 382 '
SOUTH DAKOTA 599. 293. 202. . 3 i a 474. 417.
•TENNESSEE 483. 239. 262 416. 286. 228.TEXAS 242 198. 291 2B1 250.UTAH 407. 232 213. 406. 293. 255.
VERMONT 624. 478. 292. 346. 337. 492
V IR G IN IA 266. 265. 217. 34Q. 214. 277.
WASHINGTON 420. 212. 264. 42a 266.
WEST V IR G IN IA 464. 346. 279. 482 419. 269.W ISCONSIN 513. 2 9 a 324. 488. 462 40°,
WYOMING 771. 819. 394. 681 870. 944.
STATE TOTAL 452. 224. 275. 406. 290. 245.NON-STATES AND
U N D ISTR IBU TED 365. 652. 763. 7* 13. 742 355.
GRAND TOTAL 460. 340. 282. 412 297. 254.
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TABLE 3
IMPACT OF FV 1583 REDUCTIONS

CHANGE: FV 1582 TO FV 1583

AUTHORITV OUTLAYS
STATE S M ILL IO N  PERCENT PER CAPITA  ^ M ILL IO N  PERCENT PER CAPITA

ALABAMA 269. 7 21. 9
ALASKA 58. 2 I S .  6
ARIZONA 115. 4 18. 9
aRKANSAS 148. 7 15. 1
C A L IFO RN IA 2  337. 6 I S .  7

COLORADO 124. 7 15. 0
CONNECTICUT 202. 2 2 L  0
DELAWARE 26. 7 17. 5
FLOR IDA 401. 2 16. 0
GEORGIA 246. 2 17. 5

HAWAII 66. 5 16. 8
IDAHO 47. 5 15. 7
IL L IN O IS 575. 5 16. 8
IN D IANA 207. 2 22 5
IOWA 125. 5 13. 7

KANSAS 104. 1 16. 6
KZNTUCKV 251. 6 20. 2
LO U IS IANA 264. 9 17. 4
MAINE 39. 0 20. 1
MARVLAND 260. 3 17. 2

MASSACHUSETTS 469. 3 15. 3
M ICH IGAN 461. 2 14. 7
MINNESOTA 258. 5 20. 2
M IS S IS S IP P  v 131. 4 13. 5
M ISSOUR I 251. 7 17. 6

MONTANA 52 1 14. 3
NEBRASKA 76. 4 17. 5
NEVADA 44. 7 16. 7
NEW HAMPSHIRE 52 6 15. 5
NEW JERSEV 426. 0 15. 0

NEW MEXICO 48. 2 6. 9
NEW VORK 1/ 713. 6 19. 9
NORTH CAROLINA 20b. 2 . 13. 9
NORTH DAKOTA 52 1 19. 9
OHIO 571. 8 13. 6

OKLAHOMA 175. 6 20. 4
OREGON 94. 3 . 11. 2
PENNSVLVANIA 674. 4 16. 8
RHODE ISLAND 90. 2 21. 3
SOUTH CAROLINA 160. 6 17. 5

SOUTH DAKOTA 62. 5 22. 2
TENNESSEE 447. 8 ’ 27. 1
t e :<a s 620. 0 IS .  0
UTAH 57. 7 11. 2
VERMONT 42. 2 17. 7

V IR G IN IA 265. 5 18. 6
WASHINGTON 201. 1 15. 6
WEST V IR G IN IA 121. 0 15. 4
W ISCONSIN 245. 2 i s !  7
WYOMING -25. 4 -9. 2
STATE TOTAL 12/ 525. 7 17.:
MON-sTr.TES AND 
UND ISTR IBUTED -456. 3 -16. :
GrAND TOTAL 12/ 082. 5 16. ;

69. 3 133. 2 15. 0 47. 6
145. 5 50. 7 13. o 126. S

42 4 108. 6 17. 3 40. 0
61. 5 84. 8 i i _  5 27. 1
53. 6 1/157. S 14. 0 48. 9

42. 2 107. 6 12. 0 37. 2
65. 4 124. 6 13. 9 42. 3
61. 6 22 1 13." 4 47. 3
41. 2 277. 5 15. 1 23. 8
63. 4 251- 2 12 7 46. 0

68. 9 52 9 13. 4 54. 9
50. 2 29. 9 13. 2 42 2
58. 8 547. 2 15. 3 47. 9
56. 8 205. 3 15. 1 27. 5
44. 5 115. 9 14. 1 35. 8

44. 0 32 6 13. 2 34. 9
63. 7 165. 3 13. 4 45. 6
62. 0 172 2 * ̂  2 42 0
79. 1 61. 4 13. 5 54. 6
61_ 7 265. 1 13. o 48. 7

31. 3 222. 2 13. 6 56. 3
49. 3 515. 3 16. 4 55. 7
72. 2 154. 1 12. 2 47. 6
71. 9 112 0 11. 4 44. 4
51. 2 209. 3 14. 7 42 7

66. 3 29. 9 11. 2 50. 6
48. 7 60. 7 13. 9 29. 7
55. 9 27. 2 10. 2 24. l
57. 1 28. 4 14. 2 42 7
59. 2 243. 7 15. 2 47. 4

27. 0 22 2 2. 2 17. 1
97. 6 1- 071. 0 12 4 62 0
52 1 210. 3 13. 0 25. 9
75. 8 22 5 12 5 49. 3
53. 0 476. 7 15. 5 44. 2

s a  O 110. 5 12 9 26. 5
26. O 73. 2 9. 2 29. 7
56. 3 571. 5 14. > 4S. 2
95. 2 52 2 12 6 55. 1
51. 5 113. 7 12 3 23. 0

92 8 ' 29. 5 14. 5 57. 2
97. 4 266. 2 16. 2 tf/O A JO. V
*12. o 427. 7 * T* — 20. 3
29. 5 53. 2 12 2 29. 5
34. 6 z z .  z 12. 6 - «■ •*» o--. —

45. r 156. 2 13. 3 26/ 7
43. 7 135. 6 14. 4 44. 5
67. 2 94. 2 14. 0 43. 4
74. 2 248. 5 4 T *" 52 3
-75. i -24. 9 — C. -74. 2

59. 9 10/ 263. 2 1Z. o 45. 5

■HO. 2 -466. 4 •17. 2 -112. 5
56. 5 9/ 302 5 12. 5 42. 6
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'FV 1583 FEDERAL OUTLfiVS COMPRRED TO RMOUNT NEED TO MAINTA IN  PURCHASING POWER
TABLE 4

• CS M ILL IO N? 9

FV 1981 LEVELS • FV 1982 LEVELS
STP.TE 'N EED ED ' PROPOSED D IFFERENCE 'N EED ED ' PROPOSED DIFFERENC

RLABAMR Is  731 Is  205. 525. 1,438. X, 205. 283.
RLASKA 519. 2 7a 142. 458. 3 ? a 31
RRIZONA a e o i . 62a 373. '7 8 a 62a 162
ARKANSAS 1,028. 7 s a 272. 900. .756. 144.
C A L IFO RN IA 11, 680. 8, 594. 2, 006. 10, 434. 8, 594. Is  848.

COLORADO Is  185. s s a 329. 1 ,0 2 1 . 856. 175.
CONNECTICUT 1, 268. . Is  022. 245. Is  233. 1, 622 21a
DELAWARE 363. 221. 14a 267. •?P-i 4 a
FLORIDA 3. 324. 2s 574. 750. 3,158. 2s 574. 584.
GEORGIA 2* 514. 2,817. 497. a  427. a  e i7 . 4 i a

HAWAII 312. 411. 102. 497. 411. 35.
IDAHO 418. 211. 107. 276. 311. 64.
IL L IN O IS 5,342. 3, 538. Is  805. 4, 271 3, 532 822.
IND IANA 2, 004. Is  463. 541. 1,783. Is  463. 323.
IOWA Is  114. 849. 265. Is  02.— 849. 132.

KANSRS 897. 650. 24a 783. 650. 134.
KENTUCKY Is  661. 1, 26a 392. Is  533. is  26a 267.
LO U IS IftN A 2  035. Is  553. 45a Is  846. Is  553. 293.
MAINE 621 465. i s a 364. 465. 98.
MARYLAND 2s 191. Is  541. 649. 1,869. Is 541. 227.

MASSACHUSETTS 3, 349. 2,477. s ? a 2s 996 2, 477. 519.
M ICHIGAN 4, 762. 3, 21a 1, 55a 3, 986. 2, 210. 777,
MINNESOTA 2s 056. 1, 541. 515. 1,857. Is  541. 316.
M IS S IS S IP P I Is  272. 982. 291. Is  170. 982 139.
M ISSOUR I 1 , 92a Is  482. 445. Is  811. ±S 483. 228.

MONTANA 520. 365. • 156. 433. 365. 68.
NE3RASKA 599. 452. 147. 349. 452 97.
NEVADA 407. 281. 126. 330. 281. 49.
NEW HAMPSHIRE 356. 289. 67. 350. 289. 61
NEW JERSEY 3, 251. 2s 402. 949. 2s 943. 2  402 541.

NEW MEXICO 8 3a 760. 69. 837. 760. 77.
NEW YORK 12, e24. 8, 856. 2,169. 10, 622 8, 836. Is  766.
NORTH CAROLINA 2, 213. Is  681. 53a 2s 024. Is  681. 243.
NORTH DAKOTA 269. 277, 9 a 331 277. 54.
OHIO 4, 218. 3, 212. Is 106. 3, 946. 3, 212 735.

OKLAHOMA 1,209. 897. 21a Is 078. 997. 131
OREGON Is  261. 910. 451. Is  057. 910. 147.
PENNSYLVANIA 5, 664. 4, 102. Is 561. 5, 082 4,102. 899.
RHODE ISLAND 559. 440. 119. 526. 440. 37.
SOUTH CAROLINA .  1,170. 942. 226. Is  136. 942. 192.

SOUTH DAKOTA 433. 233. 125. 250. 238. 62
TENNESSEE 2,21-L Is  504. 710. Is  894. Is  504. 298.
TEXAS 4, 806. 2, 554. 1, 231. 4, 272 2, 554. 717.
UTAH 687. 519. 163. 618. 519; 99.
*'GP.MONT 323. 252. 72 205. 252 53.

V IR G IN IA 2s 138. Is  431. 678. Is  794. Is  481. 214.
WASHINGTON 2,052. Is  227. 726. Is  613. Is 227. 291.
WEST V IR G IN IA Is  091 720. 271 S7SL 720. 131
WISCONSIN 2, 665. Is  924. 748. 2  225. I ,  924. 481
WYOMING 272. 443. -73. ' 433. 445. -6.
STATE TOTAL 
NON-STATES AND

106, 494. 77, 373. 23, 622 94, 311 77, S73. 16, 473.

UND ISTR IBUTED I t  420. 2, 545. -116. 2, 295. 2, 545. -231
GRAND TOTAL 109, 934. 31, 4 IS . 23, 306. 97, 605. 31, 413. 16,137.
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i*1"^ '"'i  .... - -’ ' w m m u m m m t, •-■
The  Income Assistance, Medical As sistance, and

Human- R es ource Components of the FY 1983 Federal Budget

Background

Last year, in enacting the Omnibus Budget Reconc il ia it on Act of  1981 and 

the various FY 1982 Continuing Resolution appropr ia ti on bills, Congress made 

major changes in both the structure and funding of federal income assistance, 

medical assistance, and human resource programs.

The m aj or  actions taken by Congress included:

--Reducing eligib il it y and benefits under the AFDC and Food .

Stamps programs.

--Giving states m u c h  grea te r flexibility to ad mi nis te r Medicaid, 

wh il e reducing federal payments to states b y  3% in FY 1982,

4% in FY 1983, and 4.5% ’n FY 1984, excep t for certain special 

set-offs.

--Combining over 20 categorical health and social service programs 

into 7 block grants funded at lower levels.

Each of these changes was designed to reduce federal spending or be 

accompanied by a r eduction in federal spending, and there has been a s u b­

stantial r eduction in federal income assistance, medical assistance, and 

human resource costs. ;

o Federal AFD C payments costs, whi ch  had risen from $6.1 billion in 

FY 1980 to $6.8 billion in FY 1981, w er e  reduced to $6.6 billion 

under the FY 1982 Continuing Resolution, whi ch  is approximately 

$1.0 billion less than the program wou ld  have cost if continued 

w i th ou t change.

o Federal Food Stamp costs, which had risen from $9.1 billion in 

FY 1980 to $11.5 billion in FY 1981, we r e reduced to $11.3 billion 

under the FY 1982 Continuing Resolution, wh i ch  is approximately 

$1.6 billion less than the program would have cost if continued 

w i t ho u t change.

o Federal M ed ic ai d costs, which had risen from $14.4 billion in 

FY 1980 to $16.6 billion in FY 1981, will be increased by a much 

smaller amount, to $17.6 billion, under the  FY 1982 Continuing 

Resolution, w h i c h  is approxim ate ly  $1.0 billion less than those 

costs would have been if the program w er e  continued witho ut  change.

o The federal categorical programs folded into the 7 health and 

social service block grant., received $6.7 billion in funding in 

FY 1981; the block grants themselver were  funded at $5.6 billion 

in FY 1982, a 17% reduction

The changes in eligibility, benefits, and s tr uc tu re  whi ch Congress approved 

--and the funding reductions Congress m an d at ed- -w er e o f  course consistent with 

the Reagan A dm i ni s tr at i on ' s FY 1982 budget proposals, though the Administration 

had requested even g r ea t er  structural changes and d e ep er  funding reductions.



The FY 1983 Budget: Overview

The Admi ni st ra ti on  has proposed for FY 1983:

— F.,« h-y." changes in AFDC eligibility and benefits, designed 

t.v> . re federal AFDC payment costs from $6.6 billion in 

FY '!•'• o $5.4 billion in FY 1983, a redu ct io n of a pp rox i­

mate;.,' 7 ; billion below w h a t  the program w oul d cost if

c o n t i o  w i tho ut further change.

.— Further changes in Food Stamp eligibility and benefits, 

design ed  to redu ce  federal Food Stamp costs from $11.3 

billion in FY 1982 to $10.4 billion in FY 1983, a reduction 

of over $2.0 billion below what  the program would cost if 

c ontinued v/ithout further change.

--The translation of its AFDC eligibility reduction policies 

into a reduction in M ed icaid eligibility, plus a further 

r e du ct io n in federal Med ic ai d costs by permitting states 

to recover costs from deceased recipients' estates and 

recipients' adult children, requiring minimal co-payments, 

and reducing Medicaid matching rates, thus a ct ually 

reducing the federal cost of Medicaid from $17.6 billion 

in FY 1982 to $17.0 billion in FY 1983, a $2.0 billion 

d ec re a se  from w hat Medicaid would have cost the federal 

go ve rn me nt if current services continued.

--The c re at io n of a new Child Welfare block grant; the m erg er  

of the Maternal and Child Health block grant with both the 

WIC (Woman, Infants, and Children) nutrition program and 

the commodity supplemental food program to form a new 

Services for Woman, Infants, and Children block grant; 

expansion of the Primary Car e block grant to include the 

family planning, m i g ra n t health, and black lung programs; 

c on s oli da ti on of the Low-Income Home Energy Assistance 

block grant with the AFDC emergency a ss i st an ce  program; 

and reduction in funding for the (now) 8 health and social 

service block grants fron $7.2 billion in FY 1932 to $5.9 

billion in FY 1983, a 21% dollar reduction.



AFDC, FOOD STAMPS, MEDICAID SUMMARY CHART

(Amounts in billions)

AFDC ( A i d  t o  
F a m i l i e s  v / i t h  
D e p e n d e n t  C h i l d r e n )

F o o d  S t a m D S

M e d i c a i d

P r o p o s e d
F Y  1980 F Y  1981 FY  1982 F Y  1983 
F u n d i n g  F u n d i n g  F u n d i n g  F u n d i n g

D i f f e r e n c e s  
I 9 8 1 _ v ^  1983 1982_ v _1983
A m t .  % A m t .  %

$ 6 .1  $ 6 . 8  $ 6 .6  $ 5 .4  - $ 1 .4  -20.6% - $ 1 .2  -18.2%

$ 9 .1  $11 .5  $11 .3  $10 .4  - $ 1 .1  -  9.6% - $ 0 .9  -  8.0%

$14 .4  $16 .6  $17 .6  $ 17 .0  + $ 0 .4  + 2.4% - $ 0 .6  -  3.4%

T o t a l s $29 .6  $34 .9  $35 .5  $ 32 .8  - $ 2 .1  -  6.0% - $ 2 .7  - 7.6%

rtrt.t



Existing_Block_Grants

FY 1981 F Y  1982 D i f f e r e n c e
( A m o u n t s  i n  m i l l i o n s ) F u n d i n g F u n d i n g  * A m t .

M a t e r n a l  a n d  C h i l d  H e a l t h $ 437 .5 $ 347 .5 - $ 110 .0 -24%

P r i m a r y  C a r e 325 .0 248 .4 76.6 -24%

L o w - I n c o m e  Home E n e r g y  A s s i s t a n c e • 1 ,8 5 0 .0 1 ,7 5 2 .0 98 .0 - 5%

C o m m u n i t y  S e r v i c e s 472 .7 348 .0 124 .7 -26%

S o c i a l  S e r v i c e s 2 ,9 9 1 .1 2 ,4 0 0 .0 - 591.1 -20%

A l c o h o l ,  D r u g  A b u s e ,  M e n t a l  H e a l t h 548 .6 432 .1 - 116.5 -21%

P r e v e n t i v e  H e a l t h  a n d  H e a l t h  S e r v i c e s 99 .2 81 .6 17 .6 -18%

TOTALS $6 ,7 4 4 .1 $ 5 ,6 0 9 .6 - $ 1 ,1 3 4 .5 -17%

*  R e p r e s e n t s  a n n u a l  f u n d i n g  l e v e l  f o r  F Y  1982 s e t  i n  3 r d  C o n t i n u i n g  R e s o l u t i o n ,  
w h i c h  a u t h o r i z e s  s p e n d i n g  f o r  HHS p r o g r a m s  t h r o u g h  M a r c h  31,  1982.

P r o p o s _ c d _ B l o £ k _ G r a n t s _  an c l  P r o p o s j e d _ F u n d i n g _ L e v e l £  R e c o m m e n d e d  b y _ P £ e s i d e n t  

( A m o u n t s  i n  m i l l i o n s ) FY  1981 
F u n d i n g

P r o p o s e d  D i f f e r e n c e s
F Y  1982 FY  1983 1981_v^  1983 _1982_v^ 19j
F u n d i n g "' F u n d i n g  A m t .________ % A m t . % _

C h i l d  W e l f a r e $ 522. 9 $ 465. 1 $ 380. 1 -$ 142.8 -27% -$ 85 .0 -18/

S e r v i c e s  f o r  ’Women ,  I n f a n t s , C h i l d r e n 1 ,3 8 4 . 5 ,281. 6 1 ,0 0 0 . ,0 - 384.5 -28% - 281.6 -22/

P r i m a r y  C a r e 535. 0 414. 8 416. ,8 - 118 .2 -22% + 2 .0 + 1/

L o w - I n c o m e  Home E n e r g y  A s s  i s t a n c e 1 ,9 0 5 . 0 1.,807 . 2 1 ,3 00 . ,0 - 605 .0 -32% - 507.2 -28/

C o m m u n i t y  S e r v i c e s 472. 7 348. 0 100,,0 - 372.7 -79% -24 8 .0 -71/

S o c i a l  S e r v i c e s 2 ,9 9 1 . 1 2 ,400 . 0 1 ,9 74 , .1 -1 ,0 1 7 .0 -34% -425 .9 -18/

A l c o h o l ,  D r u g  A b u s e ,  M e n t a l H e a l t h 548. 6 432. 1 432, .0 - 116.6 -21% - 0 .1 NC

P r e v e n t i v e  H e a l t h  a n d  H e a l t h S e r v i c e s 99. 2 81. 6 81,. 6 - 17 .6 -18% • NC NC

TOTALS $8 ,4 5 9 . 0 $7 ,230 . ,4 $5 ,684 .6 -$2 ,7 7 4 .4 -33% -$ 1 ,5 4 5 . 8 -2 ]

*  R e p r e s e n t s  a n n u a l  f u n d i n g  l e v e l  f o r  FY  1982 s e t  i n  3 r d  C o n t i n u i n g  R e s o l u t i o n ,



AFDC/Analysis

C o n g r e s s  l a s t  y e a r  e n a c t e d  a  s e r i e s  o f  s w e e p i n g  c h a n g e s  i n  t h e  AFDC p r o g r a m ,  
d e s i g n e d  t o  r e d u c e  t h e  n u m b e r  o f  i n d i v i d u a l s  e n t i t l e d  t o  . r e c e i v e  b e n e f i t s ,  l o w e r  -, 
p a y m e n t  l e v e l s  f o r  s o m e  o f  t h o s e  r e m a i n i n g  e l i g i b l e ,  e n c o u r a g e  s t a t e s  t o  e s t a b l i s h  
w o r k f a r e  p r o g r a m s ,  a n d  a l t e r  c e r t a i n  o f  t h e  p r o g r a m ' s  a d m i n i s t r a t i v e  f e a t u r e s .

T h e s e  c h a n g e s  r e d u c e d  f e d e r a l  AFDC b e n e f i t  p a y m e n t  c o s t s  f r o m  $ 6 .8  b i l l i o n  i n  
FY 1981 t o  $ 6 .6  b i l l i o n  i n  FY  1982,  a  $200 m i l l i o n  r e d u c t i o n .  A c c o r d i n g  t o  t h e  
A d m i n i s t r a t i o n ,  t h e  n u m b e r  o f  i n d i v i d u a l s  i n  t h e  AFDC p r o g r a m  w i l l  d r o p  f r o m  1 1 .1  
m i l l i o n  i n  FY  1981 t o  11 .0  m i l l i o n  i n  F Y  1982,  a l t h o u g h  t h e  n u m b e r  o f  f a m i l y  u n i t s  
r e c e i v i n g  a s s i s t a n c e  w i l l  r e m a i n  a t  3 . 8  m i l l i o n .

T h e  c h a n g e s  e n a c t e d  b y  C o n g r e s s  l a s t  y e a r  h a d  b e e n  r e q u e s t e d  b y  t h e  A d m i n i s t r a t i o n ,  
t h o u g h  e v e n  m o r e  s u b s t a n t i a l  r e v i s i o n s  o f  AFDC w e r e  s o u g h t .

* * *

I n  i t s  F Y  1983 b u d g e t  p r o p o s a l s ,  t h e  A d m i n i s t r a t i o n  h a s  a s k e d  f o r  16 
a d d i t i o n a l  c h a n g e s  i n  A FD C .

A g a i n ,  t h e  c h a n g e s  w o u l d  a l t e r  a l l  c o m p o n e n t s  o f  t h e  AFDC p r o g r a m :  w h o  
i s  e l i g i b l e ,  h o w  m u c h  e l i g i b l e  i n d i v i d u a l s  c a n  r e c e i v e ,  w h a t  w o r k  r e q u i r e m e n t s  
e l i g i b l e  r e c i p i e n t s  m u s t  m e e t ,  a n d  h o w  s t a t e s  m u s t  a d m i n i s t e r  t h e  p r o g r a m .

I n  s o m e  i n s t a n c e s ,  o n l y  o n e  c o m p o n e n t — e . g .  e l i g i b i l i t y — w o u l d  b e  a f f e c t e d  
b y  a  p a r t i c u l a r  c h a n g e  p r o p o s e d  b y  t h e  A d m i n i s t r a t i o n .

I n  m o s t  i n s t a n c e s ,  h o w e v e r ,  s e v e r a l  c o m p o n e n t s  o f  t h e  p r o g r a m — e . g .  b o t h  e l i g i b i l i t y  
a n d  b e n e f i t s ,  o r  b o t h  t h e  w o r k  r e q u i r e m e n t s  a n d  r e q u i r e d  s t a t e  p r o c e d u r e — w o u l d  b e  
a l t e r e d  b y  a  s p e c i f i c  c h a n g e  t h a t  h a s  b e e n  p r o p o s e d .

F o l l o w i n g  i s  a  b r i e f  d e s c r i p t i o n  a n d  a n a l y s i s  o f  e a c h  o f  t h e  16 c h a n g e s .

1.  F a m i l i e s  c u r r e n t l y  r e c e i v i n g  b e n e f i t s  s o l e l y  b e c a u s e  t h e  a b s e n t  p a r e n t  
i s  o n  a c t i v e  d u t y  i n  t h e  U . S .  A r m e d  F o r c e s  w o u l d  n o  l o n g e r  b e  e l i g i b l e  
f o r  a s s i s t a n c e .  A c c o r d i n g  t o  t h e - D e p a r t m e n t  o f  H e a l t h  a n d  H u m a n  S e r v i c e s ,  
t h i s  w o u l d  r e d u c e  e l i g i b i l i t y  b y  10,000 f a m i l i e s  a n d  r e d u c e  f e d e r a l  
s p e n d i n g  b y  $16 m i l l i o n  i n  FY  1983.

2. I n  d e t e r m i n i n g  e l i g i b i l i t y  a n d  b e n e f i t s ,  a  p o r t i o n  o f  t h e  i n c o m e  o f  a l l  
u n r e l a t e d  a d u l t s  ( n o t  j u s t  a  s t e p - p a r e n t )  l i v i n g  w i t h i n  a n  AFDC f a m i l y  
w o u l d  b e  c o u n t e d .  A c c o r d i n g  t o  DHHS,  t h i s  w o u l d  m a k e  41 ,000 f a m i l i e s  
i n e l i g i b l e ,  r e d u c e  b e n e f i t  l e v e l s  f o r  a n o t h e r  2 ,000  f a m i l i e s ,  a n d  r e d u c e  
f e d e r a l  s p e n d i n g  b y  $69 m i l l i o n  i n  FY  1983.

3. I p. d e t e r m i n i n g  e l i g i b i l i t y  a n d  b e n e f i t s ,  t h e  i n c o m e  a n d  n e e d s  o f  a l l  t h e  m i ­
n o r  c h i l d r e n  ( e x c e p t  S S I  d i s a b l e d  c h i l d r e n )  o f  a  p a r e n t  r e c e i v i n g  AFDC 
w o u l d  b e  c o u n t e d ,  a s  w o u l d  b e  t h e  i n c o m e  a n d  n e e d s  o f  a n y  p a r e n t .  H o w e v e r ,  
t h e  i n c o m e  a n d  n e e d s  o f  a n y  c h i l d r e n  o f  a  s t e p - p a r e n t  l i v i n g  i n  t h e  s a m e  
h o u s e ,  w h o  i s  n o t  s e e k i n g  a s s i s t a n c e ,  w o u l d  n o t  b e  c o u n t e d .  A c c o r d i n g  t o  
DHHS,  t h i s  w o u l d  m a k e  28,000 f a m i l i e s  i n e l i g i b l e ,  r e d u c e  b e n e f i t  l e v e l s
f o r  74 ,000 f a m i l i e s ,  a n d  r e d u c e  f e d e r a l  s p e n d i n g  b y  $63 m i l l i o n  i n  FY  1983.
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4 .  I n  d e t e r m i n i n g  e l i g i b i l i t y  a n d  b e n e f i t s ,  t h e  p o r t i o n  o f  a n  AFDC 
g r a n t  w h i c h  i s  d e s i g n a t e d  f o r  ^ h e l t e r ^ n d ^ t i l i t v - n e e d s  w o u l d  b e  
p r o r r a t e d - . f o r  a n y  A F D C - f  a m i  l y - ' t h a t  l i ' v e s ;o' i f i J a ^ l a r g e r ' h o u s e h o l d . ,
t o  t a k e  i n t o  a c c o u n t  t h e  e c o n o m i e s  t h a t  r e s u l t  w h e n  l i v i n g  e x p e n s e s  
a r e  s h a r e d  b y  a  l a r g e r  h o u s e h o l d .  A c c o r d i n g  t o  DKHS ,  t h i s  w o u l d  
m a k e  14,000 f a m i l i e s  i n e l i g i b l e ,  r e d u c e  b e n e f i t  l e v e l s  f o r  459,000 
f a m i l i e s ,  a n d  r e d u c e  f e d e r a l  s p e n d i n g  b y  $17 4 .m i l l i o n T I n i F 1?/1983.

5._ I n  d e t e r m i n i n g  e l i g i b i l i t y  a n d  b e n e f i t s ,  t h e  n e e d s  o f  a n  e m p l o y a b l e  •
p a r e n t  o r  o t h e r  c a r e t a k e r  r e l a t i v e  w o u l d  n o  l o n g e r  b e  t a k e n  i n t o  
^ c c o u n t  w h e n  t h e  y o u n g e s t  c h i l d  r e a c h e s  a g e  16. A c c o r d i n g  t o  DHHS,  
t h i s  w o u l d  m a k e  1 ,000  f a m i l i e s  i n e l i g i b l e ,  r e d u c e  b e n e f i t  l e v e l s
f o r  142 ,000 f a m i l i e s - , - ,  i n c r e a s e  b e n e f i t  l e v e l s  f o r  35,000 f a m i l i e s ,  
a n d  r e d u c e  f e d e r a l  s p e n d i n g  b y  $47 m i l l i o n  i n  FY  1983.

6 .  I n  d e t e r m i n i n g  b e n e f i t s ,  t h e  p o r t i o n  o f  a n . A F D C  r e c i p i e n t ' s  p a y m e n t  
w h i c h  i s  d e s i g n e d  t o  p r o v i d e  f o r  t h e  h e a t i n g  a n d  c o o l i n g  c o s t s  i m p l i c i t l y  
o r  . . e x p l i c i t l y  b u i l t  i n t o  a  s t a t e ' s  p a y m e n t  s t a n d a r d  w i l l  b e  r e d u c e d ,  
a p p a r e n t l y  d o l l a r - f o r - d o l l a r , b y  a n y  a m o u n t  t h e  r e c i p i e n t  r e c e i v e s
o r  i s  p a i d  o n  t h e  r e c i p i e n t ' s  b e h a l f  u n d e r  t h e  L o w - I n c o m e  Home E n e r g y  
A s s i s t a n c e  b l o c k  g r a n t .  T h e  A d m i n i s t r a t i o n  h a s  s o  f a r  b e e n  u n w i l l i n g  
t o  v e n t u r e  a n  e s t i m a t e  o f  t h e  n u m b e r  o f  f a m i l i e s  t h a t  w i l l  t h u s  h a v e  
t h e i r  b e n e f i t s  r e d u c e d ,  b u t  DHHS h a s  e s t i m a t e d  t h a t  f e d e r a l  s p e n d i n g  
w o u l d  b e  r e d u c e d  b y  $175 m i l l i o n  i n  FY  1983.

7. S t a t e s  w o u l d  b e  r e q u i r e d  t o  r o u n d  b o t h  t h e i r  n e e d  s t a n d a r d s  a n d  
a c t u a l  m o n t h l y  p a y m e n t s  t o  t h e  n e x t  l o w e s t  d o l l a r .  A c c o r d i n g  t o  
DHHS,  t h i s  w o u l d  s a v e  t h e  f e d e r a l  g o v e r n m e n t  $10 m i l l i o n  . i n  FY 1983.

8 .  S t a t e s  w o u l d  a l s o  b e  r e q u i r e d  t o  p r o - r a t e  a n y  b e n e f i t  p a i d  t o  a  
a  f a m i l y  i n  i  s  f i r s t  m o n t h  o f  e l i g i b i l i t y  b a s e d  o n  t h e  d a t e  t h e  
f a m i l y  a p p l i e s  f o r  A F D C .  A c c o r d i n g  t o  DHHS,  t h i s  w o u l d  s a v e  t h e  
f e d e r a l  g o v e r n m e n t  $14 m i l l i o n  i n  FY  1983.

9 .  A l l  e m p l o y a b l e  a d u l t s  i n  f a m i l i e s  a p p l y i n g  f o r  AFDC w o u l d  b e  r e q u i r e d ,  
w h i l e  t h e i r  a p p l i c a t i o n s  a r e  p e n d i n g ,  t o  s e e k  e m p l o y m e n t .  A c c o r d i n g
t o  DHHS ,  t h i s  w i l l  d i v e r t  150,000 f a m i l i e s  f r o m  w e l f a r e .  DHHS e s t i m a t e s  
t h i s  r e q u i r e m e n t  w i l l  r e d u c e  f e d e r a l  c o s t s  b y  $145 m i l l i o n .

10.  I n  t h o s e  s t a t e s  w h i c h  p a r t i c i p a t e  i n  t h e  o p t i o n a l  U n e m p l o y e d  P a r e n t s  
( o r  A FD C -U )  p r o g r a m ,  b e n e f i t s  w i l l  n o  l o n g e r  b e  p a i d  t o  a n  AFDC f a m i l y  
u n l e s s  t h e  p r i n c i p a l  w a g e  e a r n e r  i n  t h e  f a m i l y  i s  p a r t i c i p a t i n g  i n  
e i t h e r  a  C o m m u n i t y  W o r k  E x p e r i e n c e  (CWr. P )  p r o g r a m ,  w o r k  s u p p l e m e n t a t i o n ,  
o r  t h e  W o r k  I n c e n t i v e  ( W IN )  p r o g r a m .  i ' h e  A d m i n i s t r a t i o n  e s t i m a t e s  t h i s  
s a v e  t h e  f e d e r a l  g o v e r n m e n t  $86 m i l l i o n  i n  FY  1983.

11.  S t a t e s ,  w h i c h  n o w  h a v e  t h e  o p t i o n  o s  e s t a b l i s h i n g  C o m m u n i t y  W o r k  
E x p e r i e n c e  (CWEP )  p r o g r a m s ,  w o u l d  b e  m a n d a t e d  t o  d o  s o .  A c c o r d i n g  
t o  DHHS ,  t h i s  r e q u i r e m e n t  w i l l  r e d u c e  f e d e r a l  c o s t s  b y  $49 m i l l i o n .

12 .  T h e  n e e d s  o f  a  p a r e n t  o r  c a r e t a k e r  w o u l d  n o  l o n g e r  c o n s i d e r e d  i n  
d e t e r m i n i n g  t h e  s a v e  o f  a n  AFDC  p a y m e n t  w h e n  t h e  p a r e n t  o r  c a r e t a k e r  
i s  w o r k i n g  a n d  e i t h e r  q u i t s  w o r k  o r  v o l u n t a r i l y  r e d u c e s  e a r n i n g s .
DHHS e s t i m a t e s  t h i s  w i l l  s a v e  o n l y  $1 m i l l i o n .
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13 .  T h e  e x i s t i n g  f e d e r a l ^ o r k i T h c e r i t i v ' e ^ C W I N ^ p r o g t - a i f f J  w h i c h  a c c o r d i n g  
t o  t h e  P r e s i d e n t ' s  b u d g e t  d o c u m e n t s  i s  " d e s i g n e d  t o  e n c o u r a g e  a n d  
a s s i s t  i n d i v i d u a l s  r e c e i v i n g  s u p p o r t  f r o m  t h e  AFDC p r o g r a m  t o  
a c h i e v e  s e l f - s u p p o r t  t h r o u g h  a  p r o g r a m  o f  e m p l o y m e n t ,  t r a i n i n g ,  
a n d  s u p p o r t  s e r v i c e s , " . - w o u l d  b e - e l i m i n a t e d .  S t a t e s  w o u l d  b e  a b l e  
t o  c o n t i n u e  t h e  p r o g r a m  u n d e r  t h e i r  S o c i a l  S e r v i c e  b l o c k  g r a n t s ,  
w h i c h  t h e  A d m i n i s t r a t i o n  i n d e p e n d e n t l y  p r o p o s e s  t o  r e d u c e  b y  $426

_ m i l l i o n .  E l i m i n a t i o n  o f  t h e  W IN  p r o g r a m  w o u l d  s a v e  t h e  f e d e r a l  
g o v e r n m e n t  $245 m i l l i o n  i n  F Y  1983.

14.  T h e  e x i s t i n g  AFDC e m e r g e n c y  a s s i s t a n c e  p r o g r a m  w o u l d  b e  t e r m i n a t e d - .
T h e  f u n c t i o n  i t  p e r f o r m s — p r o v i d i n g  e m e r g y  a s s i s t a n c e  o f  a  n o n -  
e n e r g y - r e l a t e d  n a t u r e — w o u l d  b e  p i c k e d  u p  b y  t h e  L o w - I n c o m e  Horae 
E n e r g y  A s s i s t a n c e  b l o c k  g r a n t ,  w h i c h  w o u l d  b e  e x p a n d e d  *-o c o v e r  
b o t h  n o n - e n e r g y  a n d  e n e r g y  e m e r g e n c i e s ,  b u t  w h i c h  w o u l d  a l s o  b e  
r e d u c e d  b y  $507 m i l l i o n .  E l i m i n a t i o n  o f  t h e  AFDC e m e r g e n c y  
a s s i s t a n c e  p r o g r a m  w o u l d  r e d u c e  f e d e r a l  s p e n d i n g  b y  $60 m i l l i o n .

15.  B e g i n n i n g  i n  F Y  1983,  - i f  a - s t a t e ' s  e r r o n e o u s  b e n e f i t  p a y m e n t s  - 
e x c e e d  37., t h e  f u l l .  c o s t  o f  t h e  e r r o n e o u s  p a y m e n t s  w h i c h  e x c e e d  
3% w i l l  b e  b o r n e  b y  t h e  s t a t e — i . e .  t h e r e  w i l l  b e ,  f o r  t h e s e  
p a y m e n t s ,  n o  f e d e r a l  m a t c h i n g  d o l l a r s .

I n  FY  1984,  t h e  e r r o r  t o l e r a n c e  l e v e l  w i l l  b e  r e d u c e d  t o  2%; i n  
FY  1985,  t o  1%; i n  FY  1986 a n d  t h e r e a f t e r ,  t o  0 .

DHHS e s t i m a t e s  t h a t  t h i s  w i l l  s a v e  t h e  f e d e r a l  g o v e r n m e n t  $234 
m i l l i o n  i n  FY  1983.

1 6 . F i n a l l y ,  b e g i n n i n g  i n  F Y  1983,  t h e  c o s t s  i n c u r r e d  b y  s t a t e  a n d  
l o c a l  w e l f a r e  a g e n c i e s  i n  a d m i n i s t e r i n g  A F D C ,  F o o d  S t a m p s ,  a n d  
M e d i c a i d  w i l l  b e  r e p l a c e d  b y  a  S t a t e  W e l f a r e  A d m i n i s t r a t i o n  b l o c k  
g r a n t .  T h e  H o c k  g r a n t  p a y m e n t  w i l l  b e  c a p p e d  a t  $2 .2  b i l l i o n ,  
w h i c h  i s  95% o f  t h e  a m o u n t  w h i c h  s t a t e  a n d  l o c a l  a d m i n i s t r a t i v e  
c o s t s  a r e  p r o j e c t e d  t o  b e  f o r  FY 1982.  FY  1983 f e d e r a l  s a v i n g s :  $40 i n i l l i o i

A l l  t o l d ,  DHHS p r o j e c t s  t h a t  t h e s e  c h a n g e s — e x c l u d i n g  t h e  t e r m i n a t i o n  
o f  W IN  a n d  t h e  e m e r g e n c y  a s s i s t a n c e  p r o g r a m — w i l l  l o w e r  f e d e r a l  c o s t s  b y  $1.1 
b i l l i o n  i n  FY  1983.

Tw o  m a j o r  c o n s e q u e n c e s  o f  t h e s e  16 p r o p o s e d  c h a n g e s  n e e d  t o  b e  h i g h l i g h t e d .

F i r s t :  T h e  A d m i n i s t r a t i o n  i s  p r o p o s i n g — b y  a d d i n g  n e w  r u l e s  c o n c e r n i n g
e l i g i b i l i t y ,  t h e  c o u n t i n g  o f  i n c o m e  a n d  n e e d ,  t h e  p r o - r a t i n g  o f .  
c o s t s ,  a n d  t h e  d e d u c t i o n  o f  n o n - A F D C  a s s i s t a n c e  p a y m e n t s — t o  
m a k e  AFDC a  m o r e  c o m p l i c a t e d  p r o g r a m .  A t  t h e  s a m e  t i m e ,  t h e  
A d m i n i s t r a t i o n  p r o p o s e s  t o  m a k e  s t a t e s  b e a r  t h e  f u l l  c o s t  o f  
a n y  p a y m e n t  e r r o r s  w h i c h  e x c e e d  a  f a i r l y  l o w — a n d  a  d i m i n i s h i n g —  
t o l e r a n c e  l e v e l ,  a n d  t h e  A d m i n i s t r a t i o n  a l s o  p r o p o s e s  t o  r e d u c e
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t h e  a d m i n i s t r a t i v e  c o s t  r e i m b u r s e m e n t  s t a t e s  w i l l  r e c e i v e  
f r o m  t h e  f e d e r a l  g o v e r n m e n t  a t  a  t i m e  o f  c o n t i n u i n g  ( t h o u g h  
d i m i n i s h e d )  i n f l a t i o n .

S e c o n d :  T h e  A d m i n i s t r a t i o n  i s  p r o p o s i n g — b y  r e q u i r i n g  AFDC a p p l i c a n t s
t o  w o r k j  b y  r e q u i r i n g  o n e  p a r e n t  i n  a  t w o - p a r e n t  f a m i l y  t o  
w o r k ,  a n d  b y  r e q u i r i n g  a l l  s t a t e s  t o  s e t  u p  a  C o m m u n i t y  W o r k  
E x p e r i e n c e  (CWEP)  p r o g r a m — t o  i n c r e a s e  t h e  a d m i n i s t r a t i v e  
a n d  c o s t  b u r d e n  s t a t e s  m u s t  m e e t  i n  t h e  a r e a  o f  w o r k f a r e .
A t  t h e  s a m e  t i m e ,  t h e  A d m i n i s t r a t i o n  i s  p r o p o s i n g  n o t  o n l y  
t o  r e d u c e  a d m i n i s t r a t i v e  c o s t  r e i m b u r s e m e n t  i n  g e n e r a l  b u t  
i s  p r o p o s i n g  t o  e l i m i n a t e  t h e  v e r y  f e d e r a l  p r o g r a m  s t a t e s  
s e e k i n g  t o  s t r e n g t h e n  t h e i r  w o r k f a r e  e f f o r t s  n ow  r e l y  o n  s o  
h e a v i l y :  t h e  $245 m i l l i o n  W IN  p r o g r a m .

I n  s h o r t ,  t h e  A d m i n i s t r a t i o n  i s  r e q u i r i n g  t h e  s t a t e s  t o  d o  m u c h  m o r e  i n  
a d m i n i s t e r i n g  A F D C ,  b u t  w o u l d  g i v e  t h e m  s u b s t a n t i a l l y  l e s s  f i n a n c i a l  a s s i s t a n c e  
i n  g e t t i n g  t h e  j o b  d o n e .  T h e  l i k e l y  r e s u l t  i s  t h a t  s t a t e s  w i l l  b e  f o r c e d  t o  
e i t h e r  r e d u c e  AFDC  e l i g i b i l i t y  a n d  s e r v i c e s  i n  a  t i m e  o f  h i g h  u n e m p l o y m e n t  i n  
o r d e r  t o  a v o i d  u s i n g  m o r e  s t a t e  d o l l a r s  t o  f i l l  i n  w h e r e  c o s t s - p e r - c a s e  h a v e  
i n c r e a s e d  a n d  f e d e r a l  d o l l a r s  h a v e  b e e n  w i t h d r a w n ,  o r  s p e n d  s i g n i f i c a n t l y  l a r g e r  
s u m s  o f  s t a t e  r e s o u r c e s  i n  o r d e r  t o  m e e t  t h e  a d d i t i o n a l  c o s t s  i m p o s e d  b y  W a s h i n g t o n  
a n d  r e p l a c e  t h e  f e d e r a l  a i d  w h i c h  h a s  b e e n  c u r t a i l e d  o r  t e r m i n a t e d .
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C o n g r e s s  l a s t  y e a r  e n a c t e d  a  n u m b e r  o f  m a j o r  c h a n g e s  i n  t h e  F o o d  S t a m p s  
p r o g r a m  d e s i g n e d  t o  r e d u c e  t h e  n u m b e r  o f  i n d i v i d u a l s  e l i g i b l e  t o  r e c e i v e  F o o d  
S t a m p s ,  l o w e r  t h e  v a l u e  o f  F o o d  S t a m p  c o u p o n ?  p r o v i d e d  t o  s o m e  o f  t h o s e  r e m a i n i n g  
e l i g i b l e ,  a n d  a l t e r  c e r t a i n  o f  t h e  p r o g r a m ' s  a d m i n i s t r a t i v e  f e a t u r e s .

T h e s e  c h a n g e s  r e d u c e d  f e d e r a l  F o o d  S t a m p  c o s t s  f r o m  $11 .5  b i l l i o n  i n  F Y  1981 
t o  $11 .3  b i l l i o n  i n  F Y  1982,  a  $200 m i l l i o n  r e d u c t i o n .  T h e s e  c h a n g e s  h a d  t h e  
e f f e c t  o f  r e d u c i n g  F Y  1982 F o o d  S t a m p  c o s t s  $ 1 .6  b i l l i o n  b e l o w  w h a t  t h e  p r o g r a m  
w o u l d  o t h e r w i s e  h a v e  c o s t  i n  t h a t  y e a r .

T h e  c h a n g e s  e n a c t e d  b y  C o n g r e s s  l a s t  y e a r  h a d  b e e n  r e q u e s t e d  b y  t h e  
A d m i n i s t r a t i o n ,  t h o u g h  t h e  A d m i n i s t r a t i o n  h a d  s o u g h t  e v e n  m o r e  s u b s t a n t i a l  c h a n g e s .

L̂. J . JU

I n  i t s  FY  1983 b u d g e t  p r o p o s a l s ,  t h e  A d m i n i s t r a t i o n  h a s  a s k e d  f o r  9 a d d i t i o n a l
c h a n g e s  i n  t h e  F o o d  S t a m p  p r o g r a m .

1 .  T h e  i n c o m e  o f  a n  a p p l i c a n t  f o r  o r  r e c i p i e n t  o f  F o o d  S t a m p s  w o u l d  b e
c o u n t e d  a s  i n c l u d i n g  t h e  f u l l  a m o u n t  o f  a n y  p a y m e n t  r e c e i v e d ,  o r  m a d e
o n  t h e  i n d i v i d u a l ' s  b e h a l f ,  u n d e r  t h e  L o w - I n c o m e  Home  E n e r g y  A s s i s t a n c e  
b l o c k  g r a n t .  T h u  , a n y  p e r s o n  w h o  r e c e i v e s  e n e r g y  a s s i s t a n c e  p a y m e n t s  
w o u l d  h a v e  F o o d  S t a m p  b e n e f i t s  r e d u c e d ;  i n  s o m e  . c a s e s ,  p e r s o n s  w h o  p  
h a v e  b e e n  r e c e i v i n g  F o o d  S t a m p s  o r  w o u l d  o t h e r w i s e  b e  e l i g i b l e  w o u l d
b e  d e n i e d  F o o d  S t a m p  b e n e f i t s  a l t o g e t h e r .  A c c o r d i n g  t o  o n e  e s t i m a t e ,  
f o r  e v e r y  $10 a  f a m i l y  r e c e i v e s  i n  e n e r g y  a s s i s t a n c e  p a y m e n t s ,  F o n d  
S t a m p s  w o u l d  b e  r e d u c e d  b y  $ 5 . 2 5 .  E l d e r l y  a n d  d i s a b l e d  p e r s o n s ,  w h o  
c o n s t i t u t e  a b o u t  40% o f  t h e  r e c i p i e n t s  o f  e n e r g y  a s s i s t a n c e  p a y m e n t s ,  
w o u l d  b e  f u l l y  s u b j e c t  t o  t h e  r e d u c t i o n  i n  F o o d  S t a m p  b e n e f i t s .  T h i s  
p r o p o s a l  w o u l d  r e d u c e  f e d e r a l  F o o d  S t a m p  c o s t s  b y  $231 m i l l i o n .

2.  T h e  i n c o m e  o f  a n  a p p l i c a n t  f o r  o r  r e c i p i e n t  o f  F o o d  S t a m p s  w o u l d  n o  
l o n g e r  b e  s u b j e c t  t o  a n  " e a r n i n g s  d i s r e g a r d "  e q u a l  t o  18%' ( o r  a n y  
o t h e r  p e - c e n t a g e )  o f  g r o s s  e a r n i n g s .  C u r r e n t l y ,  t h e  i n c o m e  o f  a  F o o d  
S t a m p  r e c i p i e n t  i s  n o t  c o n s i d e r e d  t o  i n c l u d e  a  p o r t i o n  o f  a n y  w a g e s  t h e  
r e c i p i e n t  e a r n s — s p e c i f i c a l l y ,  18% o f  g r o s s  e a r n i n g s — b e c a u s e  t h a t  
p o r t i o n  o f  w a g e s  i s  t r e a t e d  a s  b e i n g  u n a v a i l a b l e  t o  t h e  r e c i p i e n t  s i n c e
i t  i s  a s s u m e d  t o  g o  f o r  w o r k - r e l a t e d  e x p e n s e s  a n d  t a x e s  T h e  A d m i n i s t r a t i o n  
p r o p o s e s  t o  e l i m i n a t e  t h i s  " e a r n i n g s  d i s r e g a r d " .  F a m i l i e s  w h o  h a v e  
a  w o r k e r — w h o  c o n s t i t u t e  17% o f  a l l  F o o d  S t a m p  f a m i l i e s — w i l l  g e n e r a l l y  
f a c e  a  s u b s t a n t i a l  r e d u c t i o n  i n  F o o d  S t a m p  b e n e f i t s ,  a n d  i n  s o m e  c a s e s  
w i l l  l o s e  e l i g i b i l i t y .  T h i s  p r o p o s a l  w o u l d  r e d u c e  f e d e r a l  F o o d  S t a m p  
c o s t s  b y  $606 m i l l i o n .

3 .  A h i g h e r  p e r c e n t a g e  o f  i n c o m e  w o u l d  b e  s u b t r a c t e d  f r o m  t h e  ma- . im um  a v a i l a b l e  
b e n e f i t  : . n  d e t e r m i n i n g  t h e  a c t u a l  F o o d  S t a m p  b e n e f i t  p r o v i d e d .  C u r r e n t l y ,  
30% o f  i n c o m e  i s  s u b t r a c t e d  f r o m  t h e  m a x i m u m  a v a i l a b l e  b e n e f i . - .  T h e  
A d m i n i s t r a t i o n  p r o p o s e s  t h a t  35% o f  i n c o m e  b e  s u b t r a c t e d  f r o m  t h e  m a x i m u m  
a v a i l a b l e  b e n e f i t .  T h i s  5% i n c r e a s e  i n  t h e  s o - c a l l e d  " b e n e f i t  r e d u c t i o n  
r a t e "  m e a n s  t h a t  e v e r y  h o u s e h o l d  . e c e i v i n g  F o o d  S t a m p s  w o u l d  h a v e  i t s  
b e n e f i t s  c u t  b y  a n  a m o u n t  e q u a l  t o  5% o f  i t s  d i s p o s a b l e  i n c o m e .  T h i s  
p r  j p o s a l  w o u l d  r e d u c e  f e d e r a l  F o o d  S t a m p  c o s t s  b y  $978 m i l l i o  •.

4 .  T h e  e x i s t i n g  $10 p e r  m o n t h  m i n i m u m  b e n e f i t  w o u l d  b e  e l i m i n a t e d  f o r  o n e -
a n d T t w o ^ p d f c s b i r . h o u s e h o l d s .  A c c o r d i n g  t o  o n e  e s t i m a t e ,  e l d e r l y  a n d  d i s a b l e d
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p e r s o n s  w o u l d  c o m p o s e  t h e  v a s t  m a j o r i t y  o f  t h o s e  w h o s e  a i d  w o u l d  b e
t h u s  r e d u c e d .  T h i s  p r o p o s a l  w o u l d  s a v e  t h e  f e d e r a l  g o v e r n m e n t  $138 m i l l i o n .

5 .  T h e  e x i s t i n g  r u l e s  f o r  " r o u n d i n g "  c e n t s  d o w n  o r  u p  t o  t h e  n e a r e s t  d o l l a r  
w o u l d  b e  c h a n g e d  s o  t h a t  F o o d  S t a m p  b e n e f i t s  w o u l d  a l w a ;  s  b e  r o u n d e d  
d o w n  t o  t h e  n e x t  n e a r e s t  d o l l a r .  T h i s  $1-2 p e r  mo t : - h  > s s - t h e - b o a r d  
c u t  i n  b e n e f i t s  w o u l d  s a v e  t h e  f e d e r a l  g o v e r n m e n t  $ i x 7  b i l l i o n .

6.  T h e  e x i s t i n g  j o b  s e a r c h  r u l e  w o u l d  b e  c h a n g e d  t o  r e q u i r e  e m p l o y a b l e  
F e e d  S t a m p  a p p l i c a n t s  t o  s e a r c h  f o r  j o b s  d u r i n g  t h e  p e r i o d  t h e i r  
a p p l i c a t i o n s  a r e  b e i n g  p r o c e s s e d  a s  w e l l  a s  a f t e r  t h e y  h a v e  b e e n  
c e r t i f i e d  a s  e l i g i b l e .  T h i s  p r o p o s a l  w o u l d  s a v e  t h e  f e d e r a l  g o v e r n m e n t  
$15 m i l l i o n .

7.  T h e  f e d e r a l  f u n d s  a l l o c a t e d  t o  s t a t e  e m p l o y m e n t  a g e n c i e s  f o r  t h e  a d m i n i s t r a ­
t i o n  o f  f e d e r a l  F o o d  S t a m p  j o b  s e a r c h  r e q u i r e m e n t s  w o u l d  b e  e l i m i n a t e d .
T h i s  w o u l d  s a v e  t h e  f e d e r a l  g o v e r n m e n t  $65 m i l l i o n .

8.  B e g i n n i n g  i n  F Y  1583,  i f  a  s t a t e ' s  e r r o n e o u s  F o o d  S t a m p  p a y m e n t s  e x c e e d  
3%, t h e  f u l l  c o s t  o f  t h e  e r - o n e o u s  p a y m e n t s  i n  e x c e s s  o f  3% w i l l  b e  b o r n e  
b y  t h e  s t a t e — i . e .  t h e r e  w i l l  n o  l o n g e r  b e ,  f o r  t h e s e  p a y m e n t s ,  a n y  
f e d e r a l  r e i m b u r s e m e n t  w h a t s o e v e r .

I n  FY  1984,  t h e  e r r o r  t o l e r a n c e  l e v e l  w i l l  b e  r e d u c e d  t o  2%; i n  FY 1985, 
t o  1%; i n  FY  1986 a n d  t h e r e a f t e r ,  t o  0 .

T h i s  c h a n g e  w i l l  s h i f t  t o  t h e  s t a t e s  $600 i n  c o s t s  c u r r e n t l y  p i c k e d  u p  b y  
t h e  f e d e r a l  g o v e r n m e n t .

I t  s h o u l d  b e  n o t e d  t h a t ,  i n  1980,  C o n g r e s s  e n a c t e d  a  p r o v i s i o n  u n d e r  w h i c h  
s t a t e s  w i t h  h i g h  e r r o r  r a t e s  m u s t  s t e a d i l y  r e d u c e  t h e i r  e r r o r  r a t e s - - i . e .  
b y  r o u g h l y  o n e - t e n t h  e a c h  y e a r — o r  b e  s u b j e c t  t o  f i s c a l  s a n c t i o n s .  R e c e n t l y ,
14 s t a t e s  w h i c h  f a i l e d  t o  a c h i e v e  s u f f i c i e n t  e r r o r  r a c e  r e d u c t i o n  w e r e  i n  
e f f e c t  f i n e d  $16 .5  m i l l i o n  b y  t h e  U . S .  D e p a r t m e n t  o f  A g r i c u l t u r e .

9 .  F i n a l l y ,  b e g i n n i n g  i n  F Y  1983,  t h e  c o s t s  i n c u r r e d -  b y  s t a t e  a n d  l o c a l  w e l f a r e  
a g e n c i e s  i n  a d m i n i s t e r e d  F o o d  S t a m p s ,  A F D C ,  a n d  M e d i c a i d  w i l l  b e  r e p l a c e d  
b y  a  S t a t e  W e l f a r e  A d m i n i s t r a t i o n  b l o c k  g r a n t .  T h e  b l o c k  g r a n t  p a y m e n t  w i l l  
b e  c a p p e d  a t  $ 2 .2  b i l l i o n ,  w h i c h  i s  95% o f  t h e  a m o u n t  w h i c h  s t a t e  a n d  l o c a l  
a d m i n i s t r a t i v e  c o s t s  a r e  p r o j e c t e d  t o  b e  f o r  FY 1982.

T a k e n  t o g e t h e r ,  t h e s e  c h a n g e s  a r e  d e s i g n e d  t o  l o w e r  f e d e r a l  c o s t s  b y  w e l l  o v e r  
$2 b i l l i o n  i n  FY  1983.

* *• *

T h e  a t t a c h e d  m a t e r i a l  s h o w s ,  f o r  3 d i f f e r e n t  t y p e s  o f  f a m i l i e s  n o w  r e c e i v i n g  
F o o d  S t a m p s ,  t h e  c o m b i n e d  e f f e c t  o f  e l i m i n a t i n g  t h e  18% " e a r n i n g s  d i s r e g a r d "  a n d  i n c r e a s i n g  
t h e  " b e n e f i t  r e d u c t i o n  r a t e "  f r o m  30% t o  35%. T o  t h e  e x t e n t  a n y  o f  t h e s e  3 t y p e s  o f  
f a m i l i e s  m i g h t  b e  r e c e i v i n g  e n e r g y  a s s i s t a n c e ,  t h e i r  F o o d  S t a m p  b e n e f i t s  w o u l d  b e  c u t  
f u r t h e r .

A s  w i t h  A F D C ,  s e v e r a l  o f  t h e  F o o d  S t a m p  p r o p o s a l s  a r e  s e l f - c o n t r a d i c t o r y .
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On  t h e  o n e  h a n d ,  t h e  A d m i n i s t r a t i o n  p r o p o s e s  t h a t  t h e  c a l c u l a t i o n  
o f  i n c o m e  b e  m a d e  m o r e  c o m p l e x  b y  r e q u i r i n g  t h e  c o u n t i n g  o f  e n e r g y  a s s i s t a n c e  
p a y m e n t s ;  o n  t h e  o t h e r  h a n d ,  t h e  A d m i n i s t r a t i o n  p r o p o s e s  t o  m a k e  s t a t e s  b e a r  
t h e  f u l l  c o s t  o f  a n y  p a y m e n t  e r r o r s  w h i c h  e x c e e d  a  f a i r l y  l o w — a n d  a  d i m i n i s h i n g —  
t o l e r a n c e  l e v e l  a n d  t o  r e d u c e  t h e  a d m i n i s t r a t i v e  c o s t  r e i m b u r s e m e n t  s t a t e s  w i l l  
r e c e i v e  i n  g p n ^ - r q l  a t  a  t i m e  o f  c o n t i n u i n g  ( t h o u g h  d i m i n i s h e d )  i n f l a t i o n .

On  t h e  o n e  h a n d ,  t h e  A d m i n i s t r a t i o n  p r o p o s e s  t o  e x p a n d  t h e  j o b  
s e a r c h  r e q u i r e m e n t  t o  F o o d  S t a m p  a p p l i c a n t s  a s  w e l l  a s  r e c i p i e n t s ;  o n  t h e  
o t h e r  h a n d ,  t h e  A d m i n i s t r a t i o n  p r o p o s e s  t o  e l i m i n a t e  t h e  a s s i s t a n c e  f o r m e r l y  
p r o v i d e d  t o  s t a t e  e m p l o y m e n t  a g e n c i e s  t o  h e l p  F o o d  S t a m p  j o b - s e e k e r s  f i n d  
w o r k .

T a k e n  t o g e t h e r ,  t h e  9 F o o d  S t a m p  c h a n g e s  w i l l  r e s u l t  i n  a  d r a m a t i c  
r e d u c t i o n  i n  F o o d  S t a m p  b e n e f i t s  f o r  m a n y  i n d i v i d u a l s ,  a n d  a  s u b s t a n t i a l  
s h i f t i n g  o f  c o s t s  t o  t h e  s t a t e s .  S t a t e s  w i l l  b e  o b l i g e d — w i t h  r e s p e c t  t o  
t h e  r e d u c t i o n  i n  b e n e f i t s — t o  c h o o s e  b e t w e e n  a c c e p t i n g  t h e  r e d u c t i o n s  
o r  r e s t o r i n g  l o s t  b e n e f i t s  w i t h  100% s t a t e  d o l l a r s .  H o w e v e r ,  i f  s t a t e s  
p r o v i d e  r e c i p i e n t s  w h o  h a v e  l o s t  b e n e f i t s  w i t h  c a s h ,  t h e i r  i a c o m e  w i l l  o f  
c o u r s e  g o  u p  a n d  t l i e i r  F o o d  S t a m p  b e n e f i t s  w i l l  b e  c u t  f u r t h e r .  S t a t e s  
w i l l  h a v e  n o  c h o i c e s  a t  a l l  w i t h  r e s p e c t  t o  t h e  c o s t s  s h i f t e d  t o  t h e m  a s  
a  r e s u l t  o f  t h e  3%— a n d  d e c l i n i n g — e r r o r  r a t e  a n d  t h e  l o s s  o f  f u n d i n g  
b u i l t  i n t o  t h e  p r o p o s e d  S t a t e  W e l f a r e  A d m i n i s t r a t i o n  b l o c k  g r a n t .  O f t l i k e  
t h e  A F D C r p r o g r a m ,  w h e r e  a  s t a t e  c a n  r e d u c e  e l i g i b i l i t y  s o m e w h a t  a n d  b e n e f i t s  
q u i t e  a  l o t  i n  r e s p o n s e  t o  c o s t - s h i f t i n g ,  i n  F o o d  S t a m p s  e l i g i b i l i t y  a n d  
b e n e f i t s  a r e  f i x e d  b y  f e d e r a l  l a w ,  s o  t h e  s t a t e s  h a v e  n o w h e r e  t o  g o  b u t  
t o  a b s o r b  a n y  f e d e r a l  c o s t s  s h i f t e d  t o  t h e m .  T h e  o n l y  w a y  t o  a v o i d  s u c h  
c o s t  s h i f t i n g  i s  t o  g e t  o u t  o f  t h e  F o o d  S t a m p  p r o g r a m  a l t o g e t h e r ,  w h i c h  i s  
h a r d l y  a  r e a l i s t i c  p o s s i b i l i t y .
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E x a m p l e :  T h i s  i l l u s t r a t e s  t h e  c h a n g e  i n  b e n e f i t
b y  a  m o t h e r  o f  t w o  d e p e n d a n t  c h i l d r e n ,  w o r k i n g  
m i n i m u m  w a g e  o f  $3 .35  a n  h o u r .

C u r r e n t  L aw

l e v e l  t h a t  w o u l d  b e  e x p e r i e n c e d  
f u l l - t i m e  a n d  r e c e i v i n g  t h e

6968 .00 A n n u a l  i n c o m e  
580 .66 G r o s s  m o n t h l y  i n c o m e  

-104 .52  E a r n e d  i n c o m e  d i s r e g a r d  (18% o f  i n c o m e )
476 .14
-85 .0 0  S t a n d a r d  d e d u c t i o n
391 .14 N e t  m o n t h l y  i n c o m e  

x . 3 0  B e n e f i t  r e d u c t i o n  r a t e
117.34 B e n e f i t  r e d u c t i o n  a m o u n t

183.00 B e n e f i t  l e v e l  f o r  f a m i l y  o f  t h r e e
117.34 B e n e f i t  r e d u c t i o n  a m o u n t

65 .66  M o n t h l y  F o o d  S t a m p  a l l o t m e n t  
>: 12

787.92 A n n u a l  F o o d  S t a m p  a l l o t m e n c

A d m i n i s t r a t i o n  P r o p o s a l  ,

$ 6968.00 A n n u a l  i n c o m e
580.66 G r o s s  m o n t h l y  i n c o m e

173.48 B e n e f i t  r e d u c t i o n  a m o u n t

495 .66 
x .  35

$ 173.48

</> 183.00
173.48

<r> 9 .52
x  12

114.24 A n n u a l  F o o d  S t a m p  a l l o t m e n t

E x a m p l e :  T h i s  i l l u s t r a t e s  t h e  c h a n g e  i n  b e n e f i t  l e v e l  t h a t  w o u l d  b e  e x p e r i e n c e d  b y
a r .  e l d e r l y  c o u p l e  w i t h  a  g r o s s  a n n u a l  i n c o m e  o f  $5 ,000 .

5000 .00  G r o s s  a n n u a l  i n c o m e  
416 .66  G r o s s  m o n t h l y  i n c o m e  
-35 .0 0  S t a n d a r d  d e d u c t i o n
331 .66  N e t  m o n t h l y  i n c o m e  

x . 3 0  B e n e f i t  r e d u c t i o n  r a t e
99 .50  B e n e f i t  r e d u c t i o n  a m o u n t

5000.00 G r o s s  a n h u a l  i n c o m e  
416 .66  G r o s s  m o n t h l y  i n c o m e  
-85 .0 0  S t a n d a r d  d e d u c t i o n
331.66 N e t  m o n t h l y  i n c o m e

x . 35 P r o p o s e d  b e n e f i t  r e d u c t i o n  r a t .
116.08 B e n e f i t  r e d u c t i o n  a m o u n t

128 .00 B e n e f i t  l e v e l  f o r  t w o  p e r s o n  h o u s e h o l d  
- 9 9 .5 0  B e n e f i t  r e d u c t i o n  a m o u n t  

28 .50  M o n t h l y  F o o d  S t a m p  a l l o t m e n t  
x  12

342 .00  A n n u a l  F o o d  S t a m p  a l l o t m e n t

128.00 B e n e f i t  l e v e l
116.08 B e n e f i t  r e d u c t i o n  a m o u n t

11.92 M o n t h l y  F o o d  S t a m p  a l l o t m e n t  
x  12 A n n u a l  F o o d  S t a m p  a l l o t m e n t

143.04 A n n u a l  F o o d  S t a m p  a l l o t m e n t

E x a m p l e : T h i s  i l l u s t r a t e s  t h e  c h a n g e  i n  b e n e f i t  l e v e l  t h a t  w o u l d  b e  e x p e r i e n c e d  b y
a n  e l d e r l y  p e r s o n  l i v i n g  a l o n e  x ' e c e i v i n g  a ’ g r o s s  a n n u a l  i n c o m e  o f  $3420.

C u r r e n t  L aw

$ 3420 .00 G r o s s  a n n u a l  i n c o m e
285 .00 G r o s s  m o n t h l y  i n c o m e  
-85 .00  S t a n d a r d  d e d u c t i o n
200 .00 N e t  m o n t h l y  i n c o m e  

x . 3 0  B e n e f i t  r e d u c t i o n  r a t e

120.00 A n n u a l  b e n e f i t  l e v e l

A d m i n i s t r a t i o n  P r o p o s a l

$ 3420.00 G r o s s  a n n u a l  i n c o m e
285 .00  G r o s s  m o n t h l y  i n c o m e  
-8 5 .0 0  S t a n d a r d  d e d u c t i o n

60 .00  B e n e f i t  r e d u c t i o n  a m o u n t

70 .00  B e n e f i t  l e v e l  f o r  o n e  p e r s o n  h o u s e h o l d
60 .00  B e n e f i t  r e d u c t i o n  a m o u n t
10.00  M o n t h l y  b e n e f i t  l e v e l  
x  12

200 .00  N e t  m o n t h l y  i n c o m e  
x . 3 5  B e n e f i t  r e d u c t i o n  r a t e

cV

70 .00  B e n e f i t  r e d u c t i o n  a m o u n t

70 .00  B e n e f i t  l e v e l  f o r  o n e  p e r s o n  h o u s e h o  
-7 0 .0 0  B e n e f i t  r e d u c t i o n  a m o u n t

0 .0 0  M o n t h l y  F o o d  S t a m p  b e n e f i t s
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i n  FY  1982;  4% i n  FY  1983;  a n d  4 .5% i n  FY  1985.  H o w e v e r ,  a n y  s t a t e  w o u l d  h a ' i e t a  
p e r c e n t a g e  p o i n t  t a k e n  o f f  i t s  p a y m e n t  r e d u c t i o n  r a t e  f o r  e a ' c h  o f  t h e  f o l l o w i n g  
c r i t e r i a  t h e  s t a t e  c o u l d  m e e t :  ( 1 )  a n  e x i s t i n g  h o s p i t a l  re v iew  p r o g r a m  m e e t i n g  
c e r t a i n  s t a t u t o r y  s t a n d a r d s ;  ( 2 )  u n e m p l o y m e n t  i n  e x c e s s  o f  150% o f  t h e  n a t i o n a l  
a v e r a g e ;  ( 3 )  r e c o v e r i e s  e q u a l  t o  1% o f  f e d e r a l  p a y m e n t s  f r o m  t h i r d - p a r t y  p a y o r s  
i n  FY  1982 a n d  f r o m  f r a u d  a n d  a b u s e  a c t i v i t i e s  t h e r e a f t e r .  M o r e o v e r ,  a n y  s t a t e  
c o u l d  a l s o  r e c e i v e  a  d o l l a r - f o r - d o l l a r  o f f s e t  a g a i n s t  i t s  r e d u c t i o n  i n  f e d e r a l  
a i d  i f  i t s  t o t a l  p r o g r a m  c o s t s  a m o u n t e d  t o  l e s s  t h a n  t h e  f o l l o w i n g  t a r g e t s :  i n  
FY  1982,  a . t a r g e t  o f  109% o f  t h e  s t a t e ' s  F e b r u a r y  e s t i m a t e  f o r  F Y  1981; i n  FY 
1983 a n d  F Y  1984, a  t a r g e t  e q u a l  t o  t h e  F Y  1982 t a r g e t  a s  i n c r e a s e d  b y  t h e  
p e r c e n t a g e  i n c r e a s e  i n  t h e  m e d i c a l  c a r e  c o m p o n e n t  o f  t h e  C o n s u m e r  F r i c e  I n d e x  ( C P I ) .  
T h e  f e d e r a l  s a v i n g s  e s t i m a t e d  t o  r e s u l t  f r o m  t h e s e  c h a n g e s  w a s  a r o u n d  $1 .0  b i l l i o n .  
T h e  A d m i n i s t r a t i o n  h a d  o f  c o u r s e  a s k e d  f o r  a  m o r e  s e v e r e  r e d u c t i o n  i n  a i d  t o  s t a t e s  
u n d e r  t h e  M e d i c a i d  p r o g r a m :  t h e  o r i g i n a l  A d m i n i s t r a t i o n  p r o p o s a l  w a s  a n  a b s o l u t e —  
$18.1 b i l l i o n — d o l l a r  c a p  i n  f e d e r a l  M e d i c a i d  c o s t s .

* * *

I n  i t s  FY  1983 b u d g e t  p r o p o s a l s ,  t h e  A d m i n i s t r a t i o n  a s k s  t h a t  f e d e r a l  
M e d i c a i d  c o s t s  b e  r e d u c e d  b y  a p p r o x i m a t e l y  $2 .0  b i l l i o n  b e l o w  t h e  l e v e l  t h e y  
w o u l d  o t h e r w i s e  r e a c h .  T h r e e  m a j o r  k i n d s  o f  c h a n g e  w o u l d  c o m b i n e  t o  y i e l d  m o s t  o f  
t h e  52 .0  b i l l i o n  i n  s a v i n g s :

o  R e d u c t i o n s  i n  AFDC  a n d  S S I  e l i g i b i l i t y ,  w h e n  t r a n s l a t e d  
i n t o  r e d u c t i o n s  i n  M e d i c a i d  e l i g i b i l i t y ,  a r e  p r o j e c t e d  
t o  r e d u c e  f e d e r a l  c o s t s  b y  $329 m i l l i o n .

o  A n e w  f e d e r a l  c o s t - s h a r i n g  r e q u i r e m e n t  f o r  M e d i c a i d  r e c i p i e n t s ,  
c o m b i n e d  w i t h  g i v i n g  s t a t e s  t h e  a u t h o r i t y  t o  r e c o v e r  m o r e  c o s t s  
f r o m  d e c e a s e d  r e c i p i e n t s '  e s t a t e s  a n d  t o  r e q u i r e  c o n t r i b u t i o n s  
f r o m  r e c i p i e n t s '  a d u l t  c h i l d r e n ,  i s  p r o j e c t e d  t o  r e d u c e  f e d e r a l  
e x p e n d i t u r e s  b y  * 12 m i l l i o n .

o  R e d u c t i o n s  i n  t h e  f e d e r a l  m a t c h i n g  r a t e  f o r  t h e  m e d i c a l l y  n e e d y ,  
o p t i o n a l  s e r v i c e s ,  f a m i l y  p l a n n i n g  s e r v i c e s ,  a n d  c e r t a i n  a d m i n i s ­
t r a t i v e  c o s t s ,  c o m b i n e d  w i t h  e l i m i n a t i o n  o f  r e i m b u r s e m e n t  f o r  
p e r s o n s  e l i g i b l e  f o r  M e d i c a i d  f o r  whom  t h e  s t a t e  p a y s  t h e  p r e m i u m  
u n d e r  t h e  M e d i c a r e / P a r t  B p r o g r a m ,  a r e  p r o j e c t e d  t o  r e d u c e  
f e d e r a l  e x p e n d i t u r e s  b y  $867 m i l l i o n .

F o l l o w i n g  i s  a  b r i e f  d e s c r i p t i o n  a r i d  a n l y s i s  o f  t h e s e  a n d  t h e  o t h e r  c h a n g e s  
i n  M e d i c a i d  p r o p o s e d  b y  t h e  A d m i n i s t r a t i o n .

1.  T h e  c h a n g e s  p r o p o s e d  f o r  t h e  AFDC p r o g r a m  w o u l d  c a u s e  661 ,000 c h i l d r e n  
u n d e r  21 a n d  181 ,000 a d u l t s  t o  l o s e  AFDC a n d  t h u s  M e d i c a i d  e l i g i b i l i t y .  A s e r i e s  
s e p a r a t e  c h a n g e s  p r o p o s e d  f o r  t h e  S u p p l e m e n t a l  S e c u r i t y  I n c o m e  ( S S I )  p r o g r a m  
w o u l d  c a u s e  a n u m b e r  o f  S S I  r e c i p i e n t s  t o  l o s e  S S I  a n d  t h u s  M e d i c a i d  e l i g i b i l i t y  
T h e  A d m i n i s t r a t i o n  e s t i m a t e s  t h a t  t h e  AFDC c h a n g e s  w i l l  r e d u c e  f e d e r a l  M e d i c a i d  
c o s t s  b v  $153 m i l l i o n ,  w h i l e  t h e  S S I  c h a n g e s  w i l l  r e d u c e  f e d e r a l  M e d i c a i d  c o s t s  
b y  $176 m i l l i o n ,  f o r  a  t o t a l  o f  $329 m i l l i o n .

2 .  I n  a n o t h e r  A F D C - r e l a t e d  c h a n g e ,  AFDC r e c i p i e n t s  w h o  l o s e  o r  v o l u n t a r i l y  
g i v e  u p  AFDC e l i g i b i l i t y ,  a n d  w h o  a r e  n o w  e l i g i b l e  f o r  M e d i c a i d  f o r  a n o t h e r  f o u r  
m o n t h s ,  w o u l d  b e  e l i g i b l e  f o r  M e d i c a i d  f o r  o n l y  o n e  m o n t h .  T h e  a s s u m p t i o n  i s



t h a t ,  w i t h i n  t h e  o n e - m o n t h  p e r i o d ,  e m p l o y e r  h e a l t h  i n s u r a n c e  - , o u l d  
t a k e  e f f e c t .  T h i s  c h a n g e  i s  p r o j e c t e d  t o  r e d u c e  f e d e r a l  M e d i c a i d  
c o s t s  b y  $75 m i l l i o n .

3 .  B e g i n n i n g  i n  FY  1983,  t h e  A d m i n i s t r a t i o n  w o u l d  r e q u i r e  t h a t  
t h e  r s t a t e s  ' i m p o s e - : o n  c a t e g o r i c a l l y  n e e d y  r e c i p i e n t s  a  c o - p a y m e n t  o f  
§1 p e r  d a y  f o r  i n p a t i e n t  h o s p i t a l  s e r v i c e s  a n d  $1 p e r  v i s i t  f o r  
o u t p a t i e n t  h o s p i t a l  s e r v i c e s ,  c l i n i c  s e r v i c e s ,  a n d  p h y s i c i a n  s e r v i c e s .  
I n  a d d i t i o n ,  s t a t e s  w o u l d  b e  r e q u i r e d  t o  i m p o s e  o n  m e d i c a l l y  n e e d y
r e c i p i e n t s  a  c o - p a y m e n t  o f  $2 p e r  d a y  f o r  i n p a t i e n t  h o s p i t a l  s e r v i c e s
a n d  $1.50 p e r  v i s i t  f o r  t h e  v a r i o u s  o t h e r  s e r v i c e s  m e n t i o n e d . a b o v e .  
U n d e r  c u r r e n t  l a w ,  t h e  c a t e g o r i c a l l y  n e e d y  m a y  b e  c h a r g e d  n o m i n a l  
c o - p a y m e n t s  o n l y  f o r  o p t i o n a l  s e r v i c e s . i f  a  s t a t e  s o  c h o o s e s ,  w h i l e  
t h e  m e d i c a l l y  n e e d y  m a y  b e  c h a r g e d  n o m i n a l  c o - p a y m e n t s  f o r  b o t h  
m a n d a t o r y  a n d  o p t i o n a l  s e r v i c e s  i f  a  s t a t e  s o  c h o o s e s .  T h e  n e w  
r e q u i r e m e n t ,  w h i c h  i s  d e s i g n e d  t o  m a k e  a l l  M e d i c a i d  r e c i p i e n t s  m o r e  
c o s t - c o n s c i o u s  i n  t h e i r  u s e  o f  h e a l t h  s e r v i c e s ,  i s  p r o j e c t e d  t o
r e d u c e  f e d e r a l  M e d i c a i d  c o s t s  b y  $329 m i l l i o n .

4 .  B e g i n n i n g  i n  FY  1983,  t h e  A d m i n i s t r a t i o n  a s k s  t h a t  s t a t e s  
b e  a l l o w e d ,  a t  t h e i r  d i s c r e t i o n ,  t o  p l a c e  l i e n s  o n  t h e  h o m e s  o f  
i n s t i t u t i o n a l i z e d  M e d i c a i d  r e c i p i e n t s ,  w h i c h  l i e n s  c o u l d  b e  e n f o r c e d  
a f t e r  t h e  p r o p e r t y  w a s  n o  l o n g e r  n e e d e d  b y  t h e  r e c i p i e n t ,  s p o u s e ,  o r  
m i n o r  c h i l d r e n .  T h i s  w o u l d  a c c e l e r a t e  t h e  s t a t e s '  r e c o v e r y  o f  c o s t s ,  
s i n c e  n ow  l i e n s  c a n  b e  p l a c e d  a n d  e n f o r c e d  o n l y  a f t e r  r e c i p i e n t s  h a v e  
d i e d .

I n  a d d i t i o n ,  t h e  A d m i n i s t r a t i o n  a s k s  t h a t  s t a t e s  b e  a l l o w e d ,  
a t  t h e i r  d i s c r e t i o n ,  t o  r e q u i r e  a d u l t  c h i l d r e n  o f  i n s t i t u t i o n a l i z e d  
M e d i c a i d  r e c i p i e n t s  t o  c o n t r i b u t e  t o  t h e  c o s t  o f  t h e i r  p a r e n t s '  c a r e .

T h e s e  t w o  c h a n g e s  w o u l d ,  a c c o r d i n g  t o  DHHS , r e d u c e  f e d e r a l  
M e d i c a i d  c o s t s  b y  $212 m i l l i o n .

5 .  T h e  A d m i n i s t r a t i o n  h a s  p r o p o s e d  t h a t  t h e  s t a t e  M e d i c a i d  
c o s t s  t h a t  r e s u l t  f r o m  ( a )  p r o v i d i n g  c a t e g o r i c a l l y  n e e d y  r e c i p i e n t s  
w i t h  o p t i o n a l  s e r v i c e s  a n d  ( b )  p r o v i d i n g  m e d i c a l l y  n e e d y  r e c i p i e n t s  
w i t h  b o t h  m a n d a t o r y  a n d  o p t i o n a l  s e r v i c e s  b e  r e i m b u r s e d  a t  a  r a t e  3% 
l o w e r  t h a n  i s  n o w  t h e  c a s e  f o r  e a c h  s t a t e .  T h i s  c h a n g e  a c c o u n t s  f o r  
t h e  s i n g l e  l a r g e s t  r e d u c t i o n  i n  f e d e r a l  M e d i c a i d  c o s t s :  $600 m i l l i o n .

6 .  T h e  A d m i n i s t r a t i o n  p r o p o s e s  t h a t  c e r t a i n  s e r v i c e s  o r  a c t i v i t i e s  
w h o s e  c o s t s  a r e  s u b j e c t  t o  a  h i g h e r - t h a n - n o r m a l  s p e c i a l  m a t c h i n g  r a t e  
— s p e c i f i c a l l y ,  f a m i l y  p l a n n i n g  s e r v i c e s ,  w h i c h  e n j o y  a  90% f e d e r a l  
m a t c h ,  a n d  s t a t e  c e r t i f i c a t i o n  a c t i v i t i e s ,  w h i c h  h a v e  a  75% f e d e r a l  
m a t c h — b e  h e n c e f o r t h  m a t c h e d  a t  t h e  s t a t e ' s  r e g u l a r  r a t e .  I n  t h e
c a s e  o f  f a m i l y  s e r v i c e s ,  t h i s  m e a n s  t h e  r a t e  a t  w h i c h  m a n d a t o r y  
s e r v i c e s  a r e  m a t c h e d ,  w h i c h  r a n g e s  f r o m  50-78% d e p e n d i n g  o n  t h e  s t a t e .  
I n  t h e  c a s e  o f  s t a t e  c e r t i f i c a t i o n ,  t h e  f e d e r a l  m a t c h  w o u l d  d r o p  
f r o m  75% t o  50%, t h e  r e g u l a r  r a t e  f o r  a d m i n i s t r a t i v e  c o s t  m a t c h i n g .  
T h i s  c h a n g e  w o u l d  r e d u c e  f e d e r a l  M e d i c a i d  e x p e n d i t u r e s  b y  $64 m i l l i o n .

7. The Administration proposes to eliminate the current state 

option of enrolling persons eligible for both Medicaid and Medicare
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M e d i c a i d / A n a l y s i s / C o n t i n u e d

i n  t h e  M e d i c a r e  P a r t  B p r o g r a m .  C u r r e n t l y ,  f o r  t h e  - c l a s s  o f  
i n d i v i d u a l s  w h i c h  q u a l i f i e s  f o r  b o t h  M e d i c a i d  a n d  M e d i c a r e ,  
a  s t a t e  c a n  e i t h e r  i n c l u d e  t h e m  i n  t h e  r e g u l a r  M e d i c a i d  
p r o g r a m  a n d  p a y  b e t w e e n  22-50% o f  t h e  a c t u a l  c o s t  o f  s e r v i c e s  
r e n d e r e d  o r  f o r  a  m u c h  s m a l l e r  a m o u n t  e n r o l l  t h e m  i n  t h e  
M e d i c a r e  P a r t  B p r o g r a m  b y  p a y i n g  o n l y  t h e  i n s u r a n c e  p r e m i u m  
a n d  t h e n  r e c e i v i n g  r e i m b u r s e m e n t  f o r  p a r t  o f  t h e  c o s t  a t  t h e  
s t a t e ' s  r e g u l a r  f e d e r a l  m a t c h i n g  r a t e .  T h e  A d m i n i s t r a t i o n ,  
o b j e c t i n g  t o  t h e  " c o n s i d e r a b l e  a d v a n t a g e "  s t a t e s  r e c e i v e  w h e n  
t h e n  e n r o l l  r e c i p i e n t s  i n  t h e  M e d i c a r e  P a r t  B p r o g r a m  b y  m e r e l y  
p a y i n g  p a r t  o f  t h e  c o s t  o f  t h e  p r e m i u m ,  w i s h e s  s i m p l y  t o  e l i m i n a t e  
t h e  M e d i c a r e  " b u y - i n "  o p t i o n .  T h e  c h a n g e  w o u l d  r e d u c e  f e d e r a l  
M e d i c a i d  c o s t s  b y  $203 m i l l i o n .

8 .  B e g i n n i n g  i n  FY  1983,  i f  a  s t a t e ' s  M e d i c a i d  e r r o r  r a t e  e x c e e d e d  
3%, t h e  f u l l  c o s t  o f  t h o s e  e r r o r s  i n  e x c e s s  o f  3% w o u l d  b e  b o r n e  
b y  t h e  s t a t e — i . e . ,  t h e r e  w o u l d  n o  l o n g e r  b e ,  f o r  t h e s e  e r r o n e o u s  
p a y m e n t s ,  a n y  f e d e r a l  r e i m b u r s e m e n t .

I n  FY  1984,  t h e  t o l e r a t e d  e r r o r  r a t e  w o u l d  b e  r e d u c e d  t o  2%; i n  
FY 1985, t o  1%; i n  FY  i .986 a n d  t h e r e a f t e r ,  t o  0 .

T h i s  c h a n g e  i s  p r o j e c t e d  t o  r e d u c e  f e d e r a l  M e d i c a i d  e x p e n d i t u r e s  
b y  $59 m i l l i o n .

9 .  F i n a l l y ,  b e g i n n i n  i n  FY  1983,  t h e  c o s t s  i n c u r r e d  b y  s t a t e  a n d  l o c a l  
o f f i c i a l s  i n  a d m i n i s t e r i n g  M e d i c a i d ,  A FD C ,  a n d  F o o d  S t a m p s  w i l l  b e  
r e p l a c e d  b y  a  S t a t e  W e l f a r e  A d m i n i s t r a t i o n  b l o c k  g r a n t .  T h e  b l o c k  
g r a n t  p a y m e n t  w i l l  b e  c a p p e d  a t  $ 2 .2  b i l l i o n ,  w h i c h  i s  95% o f  t h e  
a m o u n t  w h i c h  s t a t e  a n d  l o c a l  a d m i n i s t r a t i v e  c o s t s  a r e  p r o j e c t e d  t o  
b e  f o r  F Y  1982.

•.v * *

I t  i s  i m p o r t a n t  t o  r e m e m b e r  t h a t ,  b e c a u s e  o f  t h e  a c t i o n  t a k e n  b y  C o n g r e s s  
l a s t  y e a r ,  s t a t e s  a r e  a l r e a d y  f a c i n g  i n  F Y  1983 a  4% a c r o s s - t h e - b o a r d  r e d u c t i o n  
i n  t h e  s i z e  o f  t h e i r  f e d e r a l  M e d i c a i d  p a y m e n t s .  Some s t a t e s  m a y  b e  a b l e  t o  
o f f s e t  o r  r e d u c e  t h i s  l o s s  o f  f u n d s  b y  m e e t i n g  t h e  c r i t e r i a  d e s c r i b e d  e a r l i e r .
S ome  m a y  f a c e  t h e  f u l l  a m o u n t  o f  t h e  a c r o 3 S - t : h e ~ b o a r d  r e d u c t i o n .

W h e r e a s  l a s t  y e a r  s u b s t a n t i a l  f l e x i b i l i t y  w a s  g r a n t e d  t o  s t a t e s  a s  t h e  
q u i d - p r o - q u o  f o r  t h e  p e r c e n t a g e  r e d u c t i o n  i n  f e d e r a l  M e d i c a i d  r e i m b u r s e m e n t ,  
t h i s  y e a r  t h e  A d m i n i s t r a t i o n  i s  n o t  p r o p o s i n g  t h a t  t h e  s t a t e s  b e  g r a n t e d  m u c h  
a d d i t i o n a l  f l e x i b i l i t y  b u t  is^ p r o p o s i n g  a  h u g e  s h i f t i n g  t o  t h e  s t a t e s  o f  c o s t s  
n o w  b o r n e  b y  t h e  f e d e r a l  g o v e r n m e n t .

T h e r e  a r c  o n l y  t w o  a r e a s  i n  w h i c h  s t a t e  f l e x i b i l i t y  w o u l d  b e  i n c r e a s e d  i f  
t h e  A d m i n i s t r a t i o n ' s  n e w  M e d i c a i d  p r o p o s a l s  a r e  e n a c t e d .  S t a t e s  w o u l d  b e  a l l o w e d  
t o  i m p o s e  l i e n s  o n  t h e  h o m e s  o f  i n s t i t u t i o n a l i z e d  M e d i c a i d  r e c i p i e n t s ,  a n d  t h u s  
r e c o v e r  c o s t s  f r o m  t h e i r  e s t a t e s ,  s o o n e r  t h a n  i s  n o w  t h e  c a s e .  S t a t e s  w o u l d  b e  
a l l o w e d  t o  r e q u i r e  t h e  c h i l d r e n  o f  i n s t i t u t i o n a l i z e d  M e d i c a i d  r e c i p i e n t s  t o  p a y  
p a r t  o f  t h e  c o s t  o f  t h e i r  p a r e n t s '  c a r e .  T h e  u s e  o f  t h e s e  n e w  o p t i o n s — i f  t h e y  
a r e  e n a c t e d — m a y  w e l l  b e  d e s i r a b l e .  B u t  b o t h  a r e  f r a u g h t  w i t h  e m o t i o n a l ,  e t h i c a l ,  
l e g a l ,  a n d  p r a c t i c a l  d i f f i c u l t i e s .  F o r  i n s t a n c e :  a  l i e n ,  t h o u g h  i m p o s e d ,  c o u l d



Medicaid/Analysis/Continued

n o t  b e  e n f o r c e d  i f  t h e  p r o p e r t y  w e r e  s t i l l  n e e d e d  b y  t h e  r e c i p i e n t ' s  s p o u s e —  
b u t  h o w  i s  t h e  " n e e d "  r o r  a  f a m i l y  h o m e  b y  a  w i d o w  o r  w i d o w e r  t o  b e  m e a s u r e d ?  
a n d  b y  whom? a n d  w h a t  i f  t h e  w i d o w  o r  w i d o v / e r  d i s a g r e e s  w i t h  t h e  r e s p o n s i b l e  
o f f i c i a l ' s  d e c i s i o n ?  A n o t h e r  e x a m p l e :  s h o u l d  a  c h i l d  w h o  w a s  s e x u a l l y  a b u s e d  
b y  h i s  o r  h e r  p a r e n t  i n  c h i l d h o o d  b e  r e q u i r e d  t o  p a y  f o r  t h e  p a r e n t ' s  u p k e e p  
i n  a  n u r s i n g  h o m e?  P e r h a p s  s t a t e s  c a n  u t i l i z e  t h e  l i m i t e d  f l e x i b i l i t y  t h e  
A d m i n i s t r a t i o n  h a s  p r o p o s e d  t o  g i v e  t h e m  t h i s  y e a r ,  b u t  i t  w i l l  n o t  b e  e a s y ,  
a n d  i t  c a n - b e  q u e s t i o n e d  w h e t h e r  i t  w i l l  h a p p e n  s o o n  e n o u g h  t o  p r o d u c e  t h e  
f e d e r a l  s a v i n g s  t h e  A d m i n i s t r a t i o n  p r e d i c t s .

B a l a n c e d  a g a i n s t  t h i s  l i m i t e d  a n d  p r o b l e m a t i c  f l e x i b i l i t y — on. t o p  
o f  t h e  4% p a y m e n t  r e d u c t i o n  w h i c h  i s  a l r e a d y  t h e  l a w — t h e r e  w o u l d  b e  a  m a s s i v e
s h i f t i n g  o f  c o s t s  t o  t h e  s t a t e s  f r o m  t h e  f e d e r a l  g o v e r n m e n t .

— S t a t e s  w o u l d  b e  r e q u i r e d  t o  d e c i d e  w h e t h e r  t o  p u t  t h e  
AFDC a n d  S S I  r e c i p i e n t s  w h o  t h e  A d m i n i s t r a t i o n  w a n t s  t o  
d e n y  M e d i c a i d  e l i g i b i l i t y  b a c k  i n t o  s o m e  k i n d  o f  h e a l t h  
c a r e  p r o g r a m .  To  t h e  e x t e n t  a  s t a t e  d e c i d e s  t o  r e s t o r e  
t h e s e  i n d i v i d u a l s  t o  t h e  h e a l t h  c a r e  c o v e r a g e  t h e y  p r e v i o u s l y  
h a d ,  i t  w i l l  e i t h e r  h a v e  t o  b e a r  100% o f  t h e  c o s t  o r — f o r  
t h o s e  w h o  q u a l i f y  a s  m e d i c a l l y  n e e d y  u n d e r  t h e  s t a t e ' s  M e d i c a i d  
p r o g r a m — r e c e i v e  3% l e s s  i n  i t s  r a t e  o f  f e d e r a l  r e i m b u r s e m e n t .

— S t a t e s  w o u l d  b e  r e q u i r e d  t o  d e c i d e  w h e t h e r  t o  r e d u c e  e l i g i b i l i t y  
a n d  b e n e f i t s  i n  o r d e r  t o  p a y  n o  m o r e  f o r  M e d i c a i d  t h a n  t h e y
h a d  p r e v i o u s l y  p r o j e c t e d ,  o r  t o  r a i s e  h u n d r e d s  o f  m i l l i o n s  o f
s t a t e  d o l l a r s  t o  a v o i d  e l i g i b i l i t y  a n d  b e n e f i t  r e d u c t i o n s  a n d  
s i m p l y  f i l l  i n  f o r  t h e  f e d e r a l  d o l l a r s  n o  l o n g e r  m a d e  a v a i l a b l e .  

N o n e  o f  t h e s e  c h o i c e s  w o u l d  b e  e a s y .  T h e y  w i l l  b e  m a d e  e v e n  m o r e  d i f f i c u l t  f o r  a n y  
s t a t e  w h i c h  f a i l s  t o  l i v e  w i t h i n  i t s  3%— a n d  d e c l i n i n g — e r r o r  r a t e  a n d  f i n d s  t h a t  
c e r t a i n  M e d i c a i d  c o s t s  w i l l  n o t  b e  r e i m b u r s e d  a t  a l l .
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I n  1981,  a s  p a r t  o f  t h e  O m n i b u s  B u d g e t  R e c o n c i l a t i o n  A c t ,  C o n g r e s s  
d e c i d e d  t o  c o n s o l i d a t e  o v e r  20 h e a l t h  a n d  s o c i a l  s e r v i c e  p r o g r a m s  i n t o  7 
b l o c k  g r a n t s .  T h e  d e c i s i o n  w a s  a  m a j o r  v i c t o r y  f o r  t h e  R e a g a n  A d m i n i s t r a t i o n ,  
t h o u g h  t h e  c o n s o l i d a t i o n  o f  a  m u c h  l a r g e r  n u m b e r  o f  c a t e g o r i c a l  p r o g r a m s  
i n t o  o n l y  4 b l o c k  g r a n t s  h a d  b e e n  t h e  A d m i n i s t r a t i o n ' s  o r i g i n a l  r e q u e s t .

C o n g r e s s  a g r e e d  t o  g i v e  s t a t e s — t j e  r e c i p i e n t s  o f  t h e  h e a l t h  a n d  
s o c i a l  s e r v i c e  b l o c k  g r a p t s — m o s t  o f  t h e  d e c i s i o n - m a k i n g  p o w e r  p r e v i o u s l y  
e x e r c i s e d  b y  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  H um a n  S e r v i c e s  ( D H H S ) .  C o n g r e s s  
a l s o  r e d u c e d  d r a m a t i c a l l y  t h e  p a p e r w o r k  a n d  o t h e r  r e q u i r e m e n t s  s t a t e s  
f o r m e r l y  h a d  t o  m e e t .  H o w e v e r ,  C o n g r e s s  d i d  n o t  g i v e  s t a t e s  a s  m u c h  
f l e x i b i l i t y  o r  s i m p l i f i c a t i o n  a s  t h e  R e a g a n  A d m i n i s t r a t i o n  h a d  s o u g h t .

D e s p i t e  w a r n i n g s  b y  s o m e  s t a t e  o f f i c i a l s  t h a t  s u b s t a n t i a l  f u n d i n g  
c u t s  w o u l d  l e a d  t o  a  r e d u c t i o n  i n  s e r v i c e s ,  C o n g r e s s  c h o s e  t o  r e d u c e  
s u b s t a n t i a l l y  t h e  f e d e r a l  f u n d i n g  f o r  t h e  7 b l o c k  g r a n t s .  C o m p a r e d  t o  a n  
F Y  1981 f u n d i n g  l e v e l  o f  $6 ,744  b i l l i o n  f o r  t h e  c a t e g o r i c a l  p r o g r a m s  
f o l d e d  i n t o  t h e  b l o c k  g r a n t s ,  C o n g r e s s  h a s  s o  f a r  c u t  t h e  l e v e l  o f  f e d e r a l  
a i d  t o  $5 ,610  b i l l i o n ,  a  17% r e d u c t i o n .  T h e  a g g r e g a t e  f i g u r e  i s  m i s l e a d i n g ,  
h o w e v e r ,  b e c a u s e  o n e  b l o c k  g r a n t — t h e  L o w - I n c o m e  Home  E n e r g y  A s s i s t a n c e  
b l o c k  g r a n t — w a s  c u t  o n l y  5%, w h i l e  t h e  r e m a i n i n g  6 b l o c k  g r a n t s  w e r e  c u t  
i n  t h e  r a n g e  o f  185-26%. A  25% c u t  f o r  e a c h  b l o c k  g r a n t  h a d  i n i t i a l l y  b e e n  
s o u g h t  b y  t h e  R e a g a n  A d m i n i s t r a t i o n ;  i n  S e p t e m b e r  o f  1981,  t h e  A d m i n i s t r a t i o n  
r e v i s e d  i t s  b u d g e t  a n d  r e q u e s t e d  a n  e v e n  g r e a t e r ,  31%, c u t .

A l m o s t  a l l  o f  t h e  s t a t e s  a r e  n o w  o p e r a t i n g  ( e i t h e r  b e c a u s e  t h e y  h a d  
n o  c h o i c e  o r  d e c i d e d  t o  e x e r c i s e  t h e  c h o i c e s  m a d e  a v a i l a b l e )  6 o f  t h e  b l o c k  
g r a n t s ;  t h e  r e m a i n i n g  o n e ,  t h e  P r i m a r y  C a r e  b l o c k  g r a n t ,  d o e s  n o t  g o  i n t o  
e f f e c t  u n t i l  F Y  1983.

FY  1983 B u d g e t  P r o p o s a l

T h e  p a t t e r n  s e t  f o r  F Y  1982— m a j o r  p r o g r a m  c o n s o l i d a t i o n s  a n d  l a r g e  
f u n d i n g  c u t s — i s  r e p e a t e d  i n  t h e  A d m i n i s t r a t i o n ' s  FY  1983 b u d g e t .

C h i l d  W e _ l f a r e  j U o c l c  G r a n t

A n  e n t i r e l y  n e w  C h i l d  W e l f a r e  b l o c k  g r a n t ,  t o  b e  c c . . . r o s e d  o f  t h e  
f o r m e r  c h i l d  w e l f a r e  s e r v i c e s ,  c h i l d  w e l f a r e  t r a i n i n g ,  f o s t e r  c a r e ,  a n d  
a d o p t i o n  a s s i s t a n c e  p r o g r a m s ,  h a s  b e e n  p r o p o s e d .  " G r e a t e r  f l e x i b i l i t y  t o  
d e v e l o p  s e r v i c e  d e l i v e r y  m e c h a n i s m s  t a i l o r e d  t o  s p e c i f i c  l o c a l  n e e d s " ,  
a n d  t h e  e l i m i n a t i o n  o f  o v e r l a p p i n g  p l a n n i n g  a n d  r e p o r t i n g  r e q u i r e m e n t s ,  a r e  
t h e  p r i n c i p a l  r e a s o n s  t h e  A d m i n i s t r a t i o n  g i v e s .  No r e a l  d e t a i l s  o n  t h e  n ew  
b l o c k  g r a n t  h a v e  y e t  b e e n  r e l e a s e d .  P r e s u m b a b l y ,  t h e  m o d e l  o f f e r e d  b y  t h e  
A d m i n i s t r a t i o n  l a s t  y e a r — w h i c h  C o n g r e s s  g e n e r a l l y  a c c e p t e d — w i l l  b e  u s e d  
a g a i n .

F u n d i n g  f o r  t h e  f o u r  c a t e g o r i c a l  p r o g r a m s  t o  b e  f o l d e d  i n t o  t h e  
n e w  b l o c k  g r a n t  w a s  r e d u c e d  f r o m  F Y  1981 l e v e l s  o f  $522 .9  m i l l i o n  t o  FY  1982 
l e v e l s  o f  $465.1  m i l l i o n ,  a n  11% c u t .  T h e  A d m i n i s t r a t i o n  n o w  p r o p o s e s  a n o t h e r  
r e d u c t i o n  f o r  FY  1983,  d o w n  t o  $380 .1  m i l l i o n ,  a n  a d d i t i o n a l  c u t  o f  18%.
F r o m  F Y  1981 t o  F Y  1983,  t h e  r e d u c t i o n  w o u l d  b e  27%.

S e r v i c e s  f o r  W om en^  J^nJEant j s  , _ a n d _ C ^ i l d r e n  B l o c k  G r a n j t

T h e  A d m i n i s t r a t i o n  h a s  a s k e d  t h a t  t h e  M a t e r n a l  a n d  C h i l d  H e a l t h  b l o c k  
g r a n t  c r e a t e d  l a s t  y e a r  b e  m e r g e d  w i t h  t h e  m u c h  l a r g e r  W IC  (W o m en ,  I n f a n t s ,  a n d



C h i l d r e n )  n u t r i t i o n  p r o g r a m .  T h e  D e p a r t m e n t  o f  H e a l t h  a n d  H u m a n  S e r v i c e s  (DHHS)  
n o w  r u n s  t h e  M a t e r n a l  a n d  C h i l d  H e a l t h  B l o c k  G r a n t ;  t h e  D e p a r t m e n t  o f  A g r i c u l t u r e  
a d m i n i s t e r s  W I C ;  t h e  c o m b i n e d  p r o g r a m ,  w h i c h  a p p a r e n t l y  w o u l d  b e  r e n a m e d  t h e  
S e r v i c e s  f o r  W o m e n ,  I n f a n t s ,  a n d  C h i l d r e n  b l o c k  g r a n t , ' w o u l d  b e  h a n d l e d  b v  DHHS. 
A r g u i n g  t h a t  " i m p r o v e m e n t  i n  h e a l t h  s t a t u s  i s  m u c h  g r e a t e r  w h e n  s u p p l e m e n t a l  
n u t r i t i o n  i s  c o m b i n e d  w i t h  i m p r o v e d  a c c e s s  t o  h e a l t h  c a r e , "  t h e  A d m i n i s t r a t i o n  
b e l i e v e s  t h a t  s t a t e s  w i l l  b e  b e t t e r  a b l e  t o  p r o v i d e  a  " f u l l  r a n g e  o f  h e a l t h  
s e r v i c e s  f o r  w o m e n  a n d  c h i l d r e n "  u n d e r  t h e  n e w  b l o c k  g r a n t .  P r e s u m a b l y ,  s t a t e s  
w o u l d  b e  r e p l a c e  W IC  e l i g i b i l i t y  a n d  s e r v i c e  c r i t e r i a  w i t h  t h e i r  ow n  u n d e r  t h e  
b l o c k  g r a n t ;  p r e s u m a b l y ,  s t a t e s  w o u l d  a l s o  b e  a b l e  t c  p r o v i d e  womer ,  a n d  c h i l d r e n  
w i t h  n e w  c o m b i n a t i o n s  o f  n u t r i t i o n a l  a n d  m e d i c a l  c a r e ;  o n  t h e s e  p o i n t s ,  h o w e v e r ,  
t h e  F Y  1983 b u d g e t  d o c u m e n t s  a r e  n o t  s p e c i f i c .

F r o m  FY  1981 t o  F Y  1982,  f u n d i n g  f o r  t h e  c o n s t i t u e n t  p a r t s  o f  t h i s  n e w  
b l o c k  g r a n t  g r a n t  w a s  r e d u c e d  f r o m  $ 1 ,3 8 4 .5  m i l l i o n  t o  $ 1 ,2 5 1 .8  m i l l i o n ,  a  
10% c u t .  A  m u c h  l a r g e r  r e d u c t i o n — d o w n  t o  $ 1 ,0 0 0 .1  m i l l i o n ,  a n  a d d i t i o n a l  20%—  
i s  p r o p o s e d  f o r  F Y  1983.  F r o m  F Y  1981 t o  F Y  1983,  t h e  r e d u c t i o n  w o u l d  b e  28%.

P r i m a r y  £ a£ e_ B l o £ k _ G r a n t _

T h e  l e g i s l a t i o n  p r o v i s i o n s  w h i c h  t r a n s f o r m e d  t h e  o l d  C o m m u n i t y  H e a l t h  
C e n t e r 0 p r o g r a m  i n t o  t h e  P r i m a r y  C a r e  b l o c k  g r a n t  s t i p u l a t e d  t h a t  t h e  b l o c k  
g r a n t  , i o t  t a k e  e f f e c t  u n t i l  F Y  1983 a n d  t h a t  c h e r e a f t e r  i t  w o u l d  b e  o p t i o n a l  
f o r  e a c h  s t a t e  t o  d e c i d e  w h e t h e r  t o  p i c k  u p  t h e  b l o c k  g r a n t  o r  l e a v e  t h e  p r o g r a m  
i n  t h e  h a n d s  o f  DHHS .

T h e  A d m i n i s t r a t i o n  h a s  p r o p o s e d  t o  m e r g e  t h e  y e t  u n o p e r a t i v e  P r i m a r y  
C a r e  b l o c k  g r a n t  w i t h  t h r e e  c a t e g o r i c a l  f e d e r a l  h e a l t h  p r o g r a m s :  b l a c k  l u n g  
s e r v i c e s ,  m i g r a n t  h e a l t h  s e r v i c e s ,  a n d  f a m i l y  p l a n n i n g .  T h o u g h  t h e  b u d g e t  . 
d o c u m e n t s  d o  n o t  e x p l i c i t l y  s a y  s o ,  t h e  A d m i n i s t r a t i o n  p r e s u m a b l y  i n t e n d s  t o  
k e e p  t h e  O c t o b e r  1 ,  1982 s t a r t - u p  d a t e  b u t  e l i m i n a t e  t h e  s t a t e  o p t i o n  o f  ~ r.': 
p i c k i n g  u p  t h e  b l o c k  g r a n t  o r  l e a v i n g  t h e  p r o g r a m  i n  f e d e r a l  h a n d s .

T h e  p r o g r a m s  m a k i n g  u p  t h e  P r i m a r y  C a r e  b l o c k  g r a n t  r e c e i v e d  $535.0 
m i l l i o n  i n  F Y  1981 f u n d i n g  a n d  w e r e  r e d u c e d  t o  $ 414 .8  b i l l i o n  i n  FY  1982, a  
22% d r o p .  H o w e v e r ,  a p p r o x i m a t e  l e v e l  f u n d i n g  i s  p r o p o s e d  f o r  FY  1983.

L o w - I n c o m e _ H o m e  E n £ r £ y _ A _ s s _ i s _ t a n c e  B l o c k  G r a n t

L a s t  y e a r ,  C o n g r e s s  r e j e c t e d  t h e  A d m i n i s t r a t i o n  p r o p o s a l  t o  c o m b i n e  t h e  
AFDC e m e r g e n c y  a s s i s t a n c e  p r o g r a m  w i t h  t h e  o l d  l o w  i n c o m e  e n e r g y  p r o g r a m .  T h u s ,  
o n l y  t h e  l a t t e r  w a s  i n c l u d e d  i n  t h e  L o w - I n c o m e  Home  E n e r g y  A s s i s t a n c e  b l o c k  
g r a n t  ( L I H E A B G ) .  T h i s  y e a r ,  t h e  A d m i n i s t r a t i o n  w i l l  t r y  a g a i n .  T h e  p r o p o s e d  
m e r g e r  o f  t h e  s m a l l  AFDC  e m e r g e n c y  a s s i s t a n c e  p r o g r a m  w i t h  t h e  L I H E A B G  i s  
d e s i g n e d  t o  e x p a n d  t h e  s c o p e  o f  t h e  b l o c k  g r a n t  s o  t h a t  f u n d s  c o u l  b e  u s e d  a s  
n e e d e d  f o r  b o t h  n o n - e n e r g y  c r i s e s  a n d  e n e r g y  a s s i s t a n c e .  P r e s u m a b l y ,  no  
r e q u i r e m e n t  w i l l  b e  p r o p o s e d  f i x i n g  t h e  p e r c e n t a g e  - o f  f u n d s  t h a t  m u s t  g o  i n t o  
n o n - e n e r g y  a n d  e n e r g y  u s e s ,  t h o u g h  t h e  FY  1^83 b u d g e t  d o c u m e n t s  a r e  n o t  e x p l i c i t .  
T h e  A d m i n i s t r a t i o n  h a s  p r o p o s e d  t o  a l t e r  t h e  d i s t r i b u t i o n  f o r m u l a  s o  a s  t o  t a r g e t  
f u n d s  t o w a r d s  s t a t e s  m o s t  i n  n e e d  d u e  t o  t h e i r  h e a t i n g  c o s t s  i n  t h e  w i n t e r .
T h e r e  w i l l  a l s o  b e  a n  e f f o r t  t o  e l i m i n a t e  s o m e  o f  t h e  e x i s t i n g  r e p o r t i n g  
r e q u i r e m e n t s ,  a s s u r a n c e s ,  a n d  c o m p l i a n c e  p r o c e d u r e s .

T h e  t w o  p r o g r a m s  i n  q u e s t i o n  d i d  n o t  u n d e r  m a j o r  d o l l a r  c u t s  l a s t  y e a r .  
T h e i r  c o m b i n e d  f u n d i n g  w a s  c u t  f r o m  $ 1 ,9 0 5 .0  m i l l i o n  i n  F Y  1981 t o  $ 1 ,8 0 7 .2  
m i l l i o n  i n  FY  1982,  j u s t  o v e r  5%. H o w e v e r ,  a  m a j o r  r e d u c t i o n  t o  $ 1 ,3 0 0 .0  m i l l i o n ,  
a  28% c u t ,  i s  p r o p o s e d  f o r  F Y  1983.  T h e  FY  1981 t o  F Y  1983 c h a n g e  w o u l d  t h u s  
b e  -32%.

O t h e r  B l o c k  G r a n t s



T h e  r e m a i n i n g  f o u r  h e a l t h  a n d  s o c i a l  s e r v i c e  b l o c k  g r a n t s — C o m m u n i t y  
S e r v i c e s ;  S o c i a l  S e r v i c e s ;  A l c o h o l ,  D r u g  A b u s e ,  a n d  M e n t a l  H e a l t h ;  a n d  P r e v e n t i v e  
H e a l t h  a n d  H e a l t h  S e r v i c e s — w o u l d  n o t  b e  s t r u c t u r a l l y  c h a n g e d .  T w o  o f  t h e m ,  
h o w e v e r ,  w o u l d  r e c e i v e  s u b s t a n t i a l l y  l e s s  f u n d i n g ;  t h e  ' o t h e r  t w o  w o u l d  b e  
l e v e l - f u n d e d .

T h e  c o m m u n i t y  S e r v i c e s  b l o c k  g r a n t  w a s  r e d u c e d  f r o m  $472 .7  m i l l i o n  
i n  F Y  1981 t o  $348 .0  m i l l i o n  i n  F Y  1982,  a  26% c u t .  I t  w o u l d  b e  s l a s h e d  b y  
o v e r  t w o - t h i r d s ,  t o  $100 m i l l i o n ,  i n  F Y  1983,  a  71% c u t .  T h u s ,  o v e r  t w o  y e a r s ,  
c o m m u n i t y  s e r v i c e s  f u n d i n g  w o u l d  d e c l i n e  n e a r l y  80%.

T h e  S o c i a l  S e r v i c e s  b l o c k  g r a n t  w a s  c u t  f r o m  $ 2 ,9 9 1 .1  m i l l i o n  i n  F Y  1981 
t o  $2 . ,400 .0  m i l l i o n  i n  FY  1982,  a  20% d r o p .  F o r  F Y  1983,  a  n e a r l y  
e q u a l  r e d u c t i o n  t o  $ 1 , 9 7 4 . 1 ,  a n  18% c u t ,  i s  p r o p o s e d .  O v e r  t w o  y e a r s ,  S o c i a l  
S e r v i c e s  b l o c k  g r a n t  f u n d i n g  w o u l d  t h u s  d e c r e a s e  b y  34%.

T h e  A l c o h o l / D r u g  A b u s e / M e n t a l  H e a l t h  a n d  P r e v e n t i v e  H e a l t h / H e a l t h  
s e r v i c e s  b l o c k  g r a n t s  u n d e r w e n t  m a j o r  f u n d i n g  c u t s  b e t w e e n  F Y  1981 a n d  1982.
T h e  f o r m e r  f e l l  f r o m  $548 .6  m i l l i o n  t o  $432 .0  m i l l i o n ,  a  21% d e c l i n e .  T h e  
l a t t e r  w e n t  f r o m  $ 99 .2  m i l l i o n  t o  $81 .0  m i l l i o n ,  a n  18% d e c r e a s e .  H o w e v e r ,  
b o t h  b l o c k  g r a n t s  w o u l d  b e  h e l d  a t  t h e i r  FY  1982 l e v e l s  f o r  F Y  1983.

I m p a c t  o n  t h e  S t a t e s

S t a t e s  w o u l d  g e n e r a l l y  b e n e f i t  f r o m  t h e  c o n s o l i d a t i o n s  a n d  o t h e r  
s t r u c t u r a l  c h a n g e s  p r o p o s e d  b y  t h e  A d m i n i s t r a t i o n .  T h e i r  c a p a c i t y  t o  
t a r g e t  f u n d s  o n  t h o s e  t h e y  d e t e r m i n e  t o  b e  m o s t  i n  n e e d ,  a n d  t h e i r  a b i l i t y  
t o  i n c r e a s e  t h e  r a t i o  o f  s e r v i c e - t o - a d m i n i s t r a t i o n  e x p e n s e s ,  w i l l  b e  e n h a n c e d  
b y  t h e  g r e a t e r  f l e x i b i l i t y  a n d  f e w e r  r e q u i r e m e n t s  w h i c h  t h e  A d m i n i s t r a t i o n  s e e k s .

T h e s e  g a i n s  m u s t  b e  w e i g h e d  a g a i n s t  t h e  d r a m a t i c  f u n d i n g  c u t s  p r o p o s e d  
f o r  5 o f  t h e  8 b l o c k  g r a n t s .  C o m m u n i t y  s e r v i c e s  w i l l  b e  n e a r l y  w i p e d  o u t  b y  t h e  
71% f u n d i n g  c u t  p r o p o s e d .  F a r  f e w e r  l o w - i n c o m e  c i t i z e n s  c a n  b e  h e l p e d  t o  s t a y  
w a r m  i n  t h e  w i n t e r — f a r  f e w e r  p r e g n a n t  w o m e n  a n d  n e w b o r n  c h i l d r e n  c a n  b e  g i v e n  
n u t r i t i o n a l  a n d  m e d i c a l  c a r e — i f  t h e  b l o c k  g r a n t s  s e r v i n g  t h e m  a r e  c u t  b y  
a n  a d d i t i o n a l  28% a n d  20%, r e s p e c t i v e l y ,  a s  p r o p o s e d .  T h e  l e v e l  o f  s e r v i c e s  
p r o v i d e d  t o  c h i l d r e n ,  h a n d i c a p p e d  p e r s o n s ,  a n d  e l d e r l y  i n d i v i d u a l s  w i l l  u n ­
d o u b t e d l y  b e  r e d u c e d  i f  t h e  C h i l d  W e l f a r e  a n d  S o c i a l  S e r v i c e  b l o c k  g r a n t s  
a r e  r e d u c e d  b y  18% e a c h .

L a s t  y e a r ,  w h e n  s t a t e s '  e c o n o m i e s  a n d  b u d g e t s  w e r e  i n  b e t t e r  s h a p e ,  
a n d  w h e n  s i g n i f i c a n t  a d m i n i s t r a t i v e  s a v i n g s  w e r e  e x p e c t e d  t o  r e s u l t  f r o m  
t h e  c o n s o l i d a t i o n  o f  c a t e g o r i c a l  p r o g r a m s  i n t o  b l o c k  g r a n t s ,  s o m e  s t a t e  o f f i c i a l s  
w a r n e d  t h a t  t h e y  w o u l d  b e  c o m p e l l e d  t o  e l i m i n a t e  o r  r e d u c e  n e e d e d  s e r v i c e s  i f  
c u t s  i n  f u n d i n g  e x c e e d e d  10-15%. T h i s  y e a r ,  w i t h  m o s t  s t a t e s  i n  w o r s e  e c o n o m y  
a n d  b u d g t a r y  s h a p e ,  a n d  w i t h  f e w e r  a d m i n i s t r a t i v e  s a v i n g s  l e f t  t o  b a l a n c e  a g a i n s t  
b l o c k  g r a n t  f u n d i n g  c u t s ,  i t  s e e m s  e v e n  m o r e  l i k e l y  t h a t  s t a t e  s e r v i c e s  a n d  
a s s i s t a n c e  i n  a  b r o a d  r a n g e  o f  h e a l t h  a n d  s o c i a l  p r o g r a m s  w i l l  h a v e  c o  b e  c u t  
b a c k  a s  a  r e s u l t  o f  t h e  $ 1 ,5 1 6 .0  m i l l i o n — 21%— r e d u c t i o n  f o r  FY  1983 r e q u e s t e d  
f o r  t h e  b l o c k  g r a n t s  b y  t h e  A d m i n i s t r a t i o n .

O u t l o o k

F o r  a  n u m b e r  o f  r e a ? o n s ,  C o n g r e s s  i s  l i k e l y  t o  g i v e  t h e  A d m i n i s t r a t i o n ' s  
b l o c k - g r a n t  p r o p o s a l s  a  r o u g h  t i m e .

I n  g e n e r a l ,  t h e r e  i s  f a r  g r e a t e r  w i l l i n g n e s s  t h i s  y e a r  f o r  S e n a t o r s  a n d  
C o n g r e s s m e n  t o  r a i s e  q u e s t i o n s  a b o u t ,  a n d  d i s a g r e e  o p e n l y  w i t h ,  t h e  A d m i n i s t r a t i o n

S p e c i f i c a l l y :  ( 1 )  t h e  s a m e  m e m b e r s  o f  w h o  l a s t  y e a r  r e s i s t e d  i n c l u s i o n  
o f  t h e  c h i l d  w e l f a r e  s e r v i c e s ,  c h i l d  w l e f a r e  t r a i n i n g ,  f o s t e r  c a r e ,  a n d  a d o p t i o n  
a s s i s t a n c e  p r o g r a m s  i n t o  t h e  S o c i a l  S e r v i c e s  b l o c k  g r a n t  a r e  g o i n g  t o  h a v e  p r o b l e t r  
w i t h  t h e  c o n s o l i d a t i o n  o f  t h o s e  p r o g r a m s  i n  a  C h i l d  W e l f a r e  b l o c k  g r a n t ;  ( 2 )  t h e  
m e r g e r  o f  t h e  M a t e r n a l  a n d  C h i l d  H e a l t h  b l o c k  g r a n t  w i t h  W IC  r e q u i r e s  c o o p e e r a t i o r .



b e t w e e n  t h e  h e a l t h  a n d  a g r i c u l t u r a l  c o m m i t t e e s  o f  C o n g r e s s ,  w h i c h  h a s  a l w a y s  
b e e n  d i f f i c u l t  t o  a c h i e v e ;  ( 3 )  t h e  a r g u m e n t s  r a i s e d  l a s t  y e a r  t h a t  s t a t e s  
c o u l d  n o t  e f f e c t i v e l y  d e a l  w i t h  m i g r a n t  h e a l t h  a n d  f a m i l y  p l a n n i n g  w i l l  a g a i n  
b e  r a i s e d  t o  p r e v e n t  t h e  i n c l u s i o n  o f  t h o s e  f e d e r a l  p r o g r a m s  i n  t h e  P r i m a r y  
C a r e  b l o c k  g r a n t ;  ( 4 )  t h e r e  w i l l  b e  c o n c e r n  t h a t  t h e  m e r g e r  o f  t h e  t w o  
e m e r g e n c y  a s s i s t a n c e  p r o g r a m s — o n e  f o r  e n e r g y ,  o n e  f o r  g e n e r a l  c r i s e s —  
w i l l  d e p r i v e  t h o s e  n e e d i n g  w a r m  i n  t h e  w i n t e r  o f  a d e q u a t e  r e s o u r c e s ;  
a n d  ( 5 )  t h e r e  w i l l  b e  s t r o n g - o b j e c t i o n s  i n  s o m e  w u a r t e r s  t o  t h e  n e a r ­
e l i m i n a t i o n  o f  c o m m u n i t y  s e r v i c e s .

A p a r t  f r o m  t h e  d i f f i c u l t i e s  m a n y  i n  C o n g r e s s  w i l l  h a v e  w i t h  t h e  
p o l i c i e s  o f  t h e  A d m i n i s t r a t i o n ,  t h e r e  w i l l  b e  w i d e s p r e a d  r e s i s t a n c e  t o  
t h e  m a j o r  d o l l a r  c u t s  p r o p o s e d .

F i n a l l y ,  t h e r e  w i l l  b e  a  c e r t a i n  a m o u n t  o f  d i s i n c l i n a t i o n  t o  
m a k e  t h e  s t r u c t u r a l  c h a n g e s  a n d  f u n d i n g  c u t s  p r o p o s e d  i n  l i g h t  o f  t h e  
f a r  b r o a d e r  p r o p o s a l  t o  e l i m i n a t e  a l l  o f  t h e  b l o c k  g r a n t s  s t a r t i n g  i n  
F Y  1984 a s  p a r t  o f  t h e  A d m i n i s t r a t i o n ' s  F e d e r a l i s m  I n i t i a i t v e .

T h e s e  p r o b l e m s ,  w h i c h  w i l l  l o o m  l a r g e r  a s  t h e  1982 e l e c t i o n  d r a w s  
n e a r e r ,  m a y  m a k e  i t  d i f f i c u l t  f o r  t h e  A d m i n i s t r a t i o n  t o  a c h i e v e  i t s  o b j e c t i v e s .  
Y e t  t h e  R e a g a n  A d m i n i s t r a t i o n  h a s  s o  f a r  s h o w n  a n  u n u s u a l  c a p a c i t y  t o  r e a c h  
i n t o  t h e  j a w s  o f  d e f e a t  a n d  g r a b  a t  l e a s t  a  c o m p r o m i s e ,  i f  n o t  v i c t o r y .



AFDC — H o u s e  W a y s  & M e a n s  S u b c o m m i t t e e . o n  P u b l i c  A s s i s t a n c e  a n d  U n e m p l o y m e n t  
C o m p e n s a t i o n  d e c i d e d ,  3/2/82 ,  u n a n i m o u s l y ,  n o t  t o  r e c o m m e n d  t o  t h e  
H o u s e  B u d g e t  C o m m i t t e e  t h a t  t h e  r e q u e s t e d  $ 2 .7  b i l l i o n  i n  A FDC ,  U I ,  
e n e r g y  a s s i s t a n c e ,  a n d  o t h e r  c u t s  b e  m a d e .  S u b c o m m i t t e e  a d v i s e d  
B u d g e t  C o m m i t t e e  t o  c o u n t  o n  a l l  t h e s e  p r o g r a m s  g o i n g  f o r w a r d  w i t h o u t  
c u t s .

— S e n a t e  F i n a n c e  C o m m i t t e e  d e c i d e d ,  3/2/82 ,  t o  r e d u c e  t h e  d e f i c i t  f o r  
.  p r o g r a m s  u n d e r  i t s  j u r i s d i c t i o n  b y  t h e  $20 b i l l i o n  P r e s i d e n t  R e a g a n  

h a s  a s k e d ,  b u t  d i d n ' t  s a y  h o w .  G e n e r a l  b e l i e f  i s  t h a t  F i n a n c e  w i l l  
d o  s o  l e s s  b y  c u t t i n g  b e n e f i t s ,  a s  a d v o c a t e d ,  t h a n  b y  r a i s i n g  n e w  t a x e s ,  

w h i c h  t h e  A d m i n i s t r a t i o n  o p p o s e s .

F o o d  S t a m p s — H o u s e  A g r i c u l t u r e  C o m m i t t e e  d e c i d e d ,  3/3/82 ,  a d v i s e d  t h e  H o u s e  
B u d g e t  C o m m i t t e e  i t  d i d  n o t  k n o w  w h a t  c u t s ,  i f  a n y ,  i t  w o u l d  
m a k e  i n  t h e  F o o d  S t a m p  p r o g r a m .

S e n a t e  A g r i c u l t u r e  C o m m i t t e e  m e m b e r ,  S e n .  D o l e ,  s t a t e d :  " I  d o  
n o t  f e e l  w e  c a n  s a v e  $ 2 .3  b i l l i o n "  i n  F o o d  S t a m p s ,  t h e  a m o u n t  
t h e  A d m i n i s t r a t i o n  s e e k s .

M e d i c a i d — H o u s e  E n e r g y  a n d  C o m r a e r n c e  S u b c o m m i t t e e  o n  H e a l t h  a n d  t h e  E n v i r o n m e n t  
c h a i r m a n ,  R e p .  W a x m a n ,  p r e d i c t e d  3/4/82 t h a t  t h e  S u b c o m m i t t e e  w o u l d  
r e j e c t e d  t h e  $2 b i l l i o n  i n  M e d i c a i d  c u t s  p r o p o s e d  b y  t h e  A d m i n i s t r a t i o n .  
W a x m a n  s a i d :  " I  d o n ' t  b e l i e v e  t h e  m e m b e r s  w i l l  b e  w i l l i n g  t o  m a k e  
f u r t h e r  c u t s  i n  M e d i c a i d .

— S e e  n o t e  o n  S e n t e n c e  F i n a n c e  C o m m i t t e e ,  a b o v e .

B l o c k  g r a n t s — B o t h  H o u s e  E d u c a t o n  a n d  L a b o r  C o m m i t t e e  a n d  S e n a t e  L a b o r  a n d
H um a n  R e s o u r c e s  C o m m i t t e e  a r e  e x p e c t e d  t o  r e s i s t  n e w  p r o p o s a l s  
o f  t h e  A d m i n i s t r a t i o n .

I n  t h e  H o u s e ,  R e p u b l i c a n s ,  l e a d  b y  c o n s e r v a t i v e  R e p .  A s h b r o o k ,  
c r i t i z e d  t h e  e d u c a t i o n  c u t s  p r o p o s e d  b y  t h e  P r e s i d e n t .  S o u r c e s  
i n  b o t h  p a r t i e s  p r e d i c t  t h e  e d u c a t i o n  c u t s  p r o p o s e d  w o u l d  b e  
r e j e c t e d .

I n  t h e  S e n a t e  L a b o r  a n d  H u m a n  R e s o u r c e s  C o m m i t t e e ,  t w o  R e p u b l i c a n  
S e n a t o r s — S t a f f o r d  a n d  W e i c k e r — s e e m  l i k e l y  t o  t e a m  u p  w i t h  
S e n .  K e n n e d y  a n d  t h e  D e m o c r a t s  t o  b l o c k  c u t s .
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MEMORANDUM

TO: Representative Ray Metcalfe

FROM: Susan Brody, Research Staff

RE: Workfare

Research Request No. 81-175

This me mor an du m summarizes information about wo rkf ar e programs and 

th ei r possible application, to Alaska. Two articles concerning v>ork- 

fare programs in other states are attached. I plan to transmit a 

second me mo randum to y ou b y ;-December 1, analyzing in greater depth 
some of the information presented in this summary. '

Recent Congressional Action

The Omnibus Budget Reconciliation Act of 1981 (P.L. 97-35) passed by 

Congress in August of this year, gives states much m or e latitude than 

they previously had to impose work requirements on welf ar e recipients. 
The law gives the states three main options: Community Work Experience

Programs; Work Supplementation Programs; and Work Incentive D em on st ra­
tion P ro j e c t s . 1

Community Work Experience Programs (C W E P ) . The stated purpose of this 

program is to provide work experience ana training for individuals not 

otherwise able to obtain employment, in order to assist them in moving 

into regular employment. Work experience opportunities are limited 

to public service jobs in fields such as health, social service, e n­

vironmental protection, education, urban redevelopment, welfare, re­

creation, public safety and day care. Only public agencies and n o n­

profit organizations can provide jobs; private for-profit entities 

may not be CWEP sponsors.

States may require only recipients of aid and not applicants for aid 

to participate in CWEP. A state may require those AFDC (Aid to 

Families with Dependent Children) recipients who are required to

P e r t i n e n t  sections of PL 97-35 are contained in the Appendix.
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participate in the W IN  program2 to participate in CWEP unless those 

persons are currently working more than 80 hours per month. Those 

recipients who are exempt from WIN because they are c arin g for a 

child setween the ages of three and six, may also be required by a 

state ao participate in CWEP if adequate child care is available. 

The m a xi m um  number of hours a person may be required to work is to 

be calculated by dividing the total welfare grant to the family by 
the m i ni mu m w a g e .3 According to the federal regulations implementing 

the program^-, states may reimburse recipients up to $25/month for 

transportation and oth er  costs related to their participation in the 
program. A person who refuses to participate in CWEP is subject to 

the same penalities as someone who fails to participate in WIN, that 
is, discontinuance of the AFDC payments.

Work Supplementation P r o g r a m s . The purpose of this p r og ra m is to 

allow states to make jobs available to welfare recipients on a 

voluntary basis, as an alternative to aid. The states would have 

broad discretion in administering the program. States with Work 

Supplementation Programs may reduce need standards, set th e ir  own 

eligibility criteria, and reduce payments to recipients. The states 

can then use the money saved from lowering grant levels to help defray 

the costs of subsidizing employment opportunities in public or n o n­

profit organizations, and under certain conditions in privately owned 

day care centers.

A state would have discretion under the law to negotiate wit h  those 

agencies hiring welf ar e recipients as to the wages, hours, benefits, 

and all other conditions of work including the length of time a 

subsidized position will be available for recipients.

Work Incentive Demonstration Pr oj ec t s. This option allows states to 
give their welfare officials authority to supervise job placement 

activities normally performed by a separate labor agency. The d e­

monstration project would be an alternative to (would replace) the WIN 

program for the purpose of demonstrating single agency a d m i ni s tr a­

tion.

2WIN is the federal Work Incentive Program which was established in 

1968 and is administered in Alaska jointly by the Department of 
Health and Social Services and the Department of Labor. It is the 

principal manpower program aimed at assisting AFDC recipients to 

find and retain jobs.

^Whichever is higher: the State or federal minimum 'wage. In Alaska

the State m i ni mu m is $3.85/hour versus the federal m i n im um  of $3.55 

per hour.

^ F e d e r a l  R e g u l a t i o n s ,  V o l .  6 ,  N o .  1 8 2 ,  S e p t .  2 1 ,  1 9 8 1 .  - ^

«<
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Each state wishing to participate in a demonstration project must  

submit an application to the federal Department of Health and Human 

Services which indicates how the state expects to ma ximize client 

placement in non-subsidized private sector employment. States may use 

a variety of techniques to achieve this objective including: job

training, job find clubs, diverting funds to either public or private 

se ctor employers, services contracts with state employment services or 

private placement agencies, and job tax credit campaigns.

In addition to the provisions of PL 95-35, the Agriculture and Food 

Act of 1981 (PL 97-98) allows the.Secretary of Agriculture to prescribe 

w ork f ar e requirements for foodstamp recipients.

State Implementation

Prior to passage of the federal law, states had little flexibility in 

instituting work requirements in programs where federal funds were 

involved, specifically in the AFDC program. The federal government 

had allowed a few experimental workfare programs involving AFDC re­

cipients at five sites around the country, but, for the most  part, 

states only were  able to use the workfare approach in their general 

as si stance (GA) programs which are 100% state-funded.

As of 1980, the following 21 states had begun wo rkfare programs for 

t hei r GA recipients:

Hawaii 

Kansas 

Maryland 

New Jersey 

New York 
Connecticut

According to a recent report by the National Conference of State 

Legislatures (NCSL), these efforts have resulted in the emergence of 

three m aj or  wo rkf ar e programs models:

• Straight Work Relief in which clients participate in work 

projects in return for benefits received.

• Employment and Training-Related Work Relief in which work 

relief assignments are one component of a broader employment- 

training strategy.

• Broader Work Relief E ff or ts in which clients are paid wages 

in community work programs at the same time that they receive 

training and assistance in seeking employment.

North Carolina 

Utah

California

Illinois

Minnesota

Montana

Ohio

Florida

Indiana

Iowa

Maine 

Michigan 

New Hampshire 

South Dakota 

Wisconsin
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A c c o r d i n g  to a recent article in t.he New York Times (Saturday, 

S e p t e m b e r  26), the ch ange in federal law has led w e l fa r e o ff i c i a l s  

in at least 10 states to design or propose work programs f or r e c i p­

ients of  AFDC. These states include Oregon, New York, New Jersey, 

Maryl an d,  Ohio, Michigan, North and South Carolina, and South Dakota. 

The a r t i c l e  w e n t  on to d escribe b r ie fl y what some o f  th e se  states 

are doing:

O regon will be requiring women on welf ar e to seek w o r k  w he n  t h e i r  

c hil dr en  reach the age of th re e y ea r s,  rather than six (the age 

s pe ci fi ed  in the  previous law).

W e st  Virginia is d e ve lop ing  a p r o gr am  that w o u l d  require some 

w e lf a r e  recipients to work for th e ir  w el fa re  grants b y  t a ki n g 

jobs t hat pay the m i n i m u m  wage.

South Dakota plans to send parents in one-fourth of its 6 ,5 0 0 

w e l f a r e  families to wor k as a condition of recei vi ng  bene fi ts .

E a rl i er  this year, New Jersey requested permission t o  test a 

w or k f a r e  p r o g r a m  in four counties. Under t he program, w e l f a r e

re ci pi en ts wo ul d be required to work 20 hours a wee k at publ ic

ser vi ce  a ge ncies and day car e centers.

P oss i bl e Ap p li c at io n  of Wo rk fa re  in Alaska

I sp ok e with Judie W a lk er  of the Division of Public A ss i sta nce , 

D e p a r t me n t of Health and Social Services, c on c er ni ng  the p o s s i b l e  

ap p li c at io n  of a workf ar e program to Alaska. She said that the y were  

cu rr e nt ly  reviewing the various options presented in the federal 

l eg i sl at io n and will be m aki ng  a recommendation ay the b e g i n n i n g  of 

the next l egi sl at ive  session. Ms. W alk er is w o rk i ng  clos el y w i t h  the 

a dm i n i s t r a t o r  of the State's WIN Prog ra m and indicated that  one 

p o s s i bi l it y  they  have discussed wo uld  involve e xpan di ng  the W I N  P r o­

gra m itself. I will be m ee ti ng  with her again in-about three weeks, 

at w h i c h  t im e she will explain their current t h i n k i n g  on p os s i b l e  

p rop osals. I will in corporate this information in m y  next m e m o r a n d u m  

to you.

My next  m e m o r a n d u m  will also include a discussion of the m a j o r  issues 

raised by both proponents and opponents of workfare. As i nd i ca te d  in 

the attached articles, considerable controversy has arisen o v e r  t h e  

cos t ef fe ct iv en es s of such programs and their inability, in many 

instances, to realize priva te -s ec to r employment o pp or t un i ti e s for 

w e l f a r e  recipients.

SB/bf

At ta chments: PL 97-35

Ar ti c le s from: National Journal

US News and World Report

i
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TO: Representative Ray Metcalfe

FROM: Susan Brody, Research Staff

RE: Workfare and Other Employment Programs

Research Request #81-175

This memorandum provides additional information on workfare and related 
programs as a follow-up to my earlier memorandum to you of October 29. 

In that memorandum, I explained that the Omnibus Budget Reconciliation 

Act of 1981 (PL 97-35) allows states to impose employment or training 

requirements on welfare recipients through three alternative programs: 

Community Work Experience Programs; Work Supplementation Programs; 

and Work Incentive Demonstration Projects.

The information presented in this memorandum is organized into the 

following two sections:

• a review of some of the issues which have surfaced in the 

operation of workfare and employment programs in other states

• a status report on the State of Alaska's options under the new 

federa1 law.

WORKFARE PROGRAMS IN OTHER STATES

Prior to passage of PL 97-35, a number of states had initiated w o r k­

fare programs for their General Assistance (GA) recipients. As General 

Assistance is funded totally from state coffers, these programs were 
not subject to any federal government restrictions. A few states were 

given permission by the federal government to extend workfare programs 

to AFDC recipients on an experimental basis. In addition, most states 
are operating Work Incentive Programs (WIN) which is the federal govern­
ment's principal manpower program to assist AFDC recipients in finding 

and retaining jobs.

Workfare or work relief generally refers to programs in which r eci­

pients of public assistance are required to perform work without pay 
on community-based projects. In a paper prepared by the federal Office 

of Work Incentive Programs in 1978, the following positive and negative 

features of workfare programs were identified.
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Positive Features:

• the community receives something of value in return for its 

support of the recipient, namely a certain number of hours of 

work per month, performed at a public or private non-profit 

work site;

• the individual is introduced to the discipline of work in a 

real life setting; the experience may provide leads to other
jobs;

• the number of people on the welfare rolls may be reduced; indi­

viduals are less likely to apply for welfare if work requirements 

exist and welfare recipients who fail to show up at job sites 
are terminated from welfare.

Negative Features:

• jobs to which welfare recipients are assigned often have 

little or no skill content; they are frequently "make work"
custodial or clerical jobs;

• work relief often does not provide opportunities for economic 
b et te r me nt ;

• work relief is inequitable as the recipient is performing

work alongside regular employees who get paid and obtain a 

significant range of fringe benefits.

The WIN report concludes that, overall, workfare programs can be e ff ec­

tive for AFDC recipients if they are tied to employment training. The 

report warns that "unless work relief assignments are integrally built 

into an individual's employability plan, it is likely to be of little

benefit to participants." The authors of the report suggest that it

may be appropriate to impose workfare requirements on AFDC recipients 
in at least three instances:

(1) to provide jobs to individuals who have no, or inadequate,
work experience;

(2) to test an individual's willingness to work; or

(3) to provide a short term real life work situation for an indi­

vidual who has completed some training.

In addition, a 1978 report from the National Association of Counties, 

advises that if workfare programs are to be widely used for AFDC and
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foodstamp programs in the future, "attention should be focused on the 

characteristics of the target population, the length of time spent on 

assistance, and the level of employability among re cip ients".1

Utah

Utah is one of the states which'developed a workfare program for its 

AFDC recipients. The Utah Work Experience and Training program (WEAT) 
was initially established in 1974 by the legislature. In 1976, the 

federal government tentatively approved the application of the WEAT 

program to AFDC recipients.

All AFDC recipients registered for the WIN program who have not been 

assigned employment or training must also register for the WEAT pro­

gram. AFDC mothers with children six years or y o un g er  are exempted 

from participation. If assigned to a WEAT position, the individual 

must work 96 hours oer month (an average of three days per week). The 

remaining two days of the week are sec aside for job search or training 

activities. Failure to report to work without a valid excuse results 

in the individual being removed from assistance.

The 96-hour w o nk requirement is not related to the amount of assistance 

obtained. According to a report by the federal WIN office, "the major 
advantage of this policy is the fact that work site sponsors can count 

on obtaining the services of a particular individual on a regularly 

scheduled basis. This contrasts with other programs where the indivi­
dual may report for 5 to 10 days in a month, frequently with little 
scheduling.

The Utah program has been considered by many to be fairly successful 

in terms of both the number of recipients who return to the work force 

after leaving the program and the number of recipients who have been 
dropped from the AFDC rolls or have had their benefits reduced. H o w­

ever, as noted in a recent National Journal article:

What can't be determined, though, is how many successful p ar tic i­

pants would have found employment anyway. Since there is no 

'control group' and since...welfare recipients tend to move in 

and out of the labor market fairly regularly.. .3

N a t i o n a l  Association of Counties Research, Inc., A Study of General 

Assistance Workfare Progr a ms , February 17, 1978.

20ff ice of Work Incentive Programs, Work R e li e f: Search for a Positive 

P o s it i on , June 1978.

^Linda Demkovich, "Workfare: Punishment for Being Poor or an End to 

the Welfare Stigma?" National Journal, July 4, 1981.



The Utah WEAT program is substantially the same as the Community Work 

Experience Program (CWEP) proposed by the federal government as part 

of the Omnibus Budget Reconciliation Act of 1981. The two major d i f­

ferences are that: (1) Utah requires all participants to work 96 hours 

per month regardless of the amount of the welfare grant, whereas the 

number of hours to be worked under the federal CWEP regulations is to 

be determined by dividing the total amount of the individual's welfare 

grant by the minimum wage; and (2) Under Utah's program, only those 

AFDC recipients with children over the age of six are required to 
participate, whereas under the federal CWEP program, recipients with 

children between the ages of three and six would also be eligible to 

participate.

Cali forina

When Reagan was governor of California, he initiated a three-year w o r k­
fare oemonstration program called the Community Work Experience Program. 

The program ran from 1972 to 1975 and, at its peak, 34 counties and 
approximately 1000 clients participated. The program had three goals: 

to reduce welfare dependency; to lowOr the rate of welfare applications; 

and to reduce overall welfare costs. Unfortunately, the extent to 

which the program accomplished its goals has not been determined. 

According to Kurt Sjoberg, California's Chief Deputy Auditor General:

...we believe that CWEP as a demonstration project was not imple­

mented in a manner which would allow its effect on welfare to be 

accurately determined. ...only one-half percent of the part ic i­

pating county AFDC caseload was served, and...participating counties 

were concentrated in the rural, agricultural counties, rather 

than any...urban areas.4

In recent testimony before a Senate subcommittee of the California 

Legislature, Mark Sanders of the state's Employment Development D epa rt­
ment, indicated a few of the reasons the CWEP program had not yielded 

more positive results:

... the fact that there was no reimbursement for the supervision, 

you weren't expected to teach people skills, just to get people t 

show up .or work. This conflicted with what we were trying to do 
in the Public Employment P r og r am ...and the Work Incentive Program 

(WIN). and,

Organized labor opposed the use of CWEP in public jobs, saying 

that these are jobs that could well be filled by people for wages.

Representative Metcalfe

December 2, 1981
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^Hearing on Employment and Training of Welfare Recipients: California 

Legislature, Senate Committee on Health and Welfare, Subcommittee on 

Social Services and Welfare. April /, 1981. Quotation from transcript.
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Social Services and Welfare. April 7, 1981. Quotation from transcript. 

When asked about implementing such a program today, he replied:

...if we had to implement it overnight statewide, I think we would 

have a replication of the experience we had .... We require a 

long period of time to get our staff, the welfare s t a f f . ..under­
standing it. We need training; we need to market the program so 

that people don't view it as punitive, but rather as an opportunity 

type program ..."5

Instead of reinstituting a program like CWEP, the State of California 

has been experimenting with various job development and training p ro­

grams over the last several years. According to Forrest Boomer, of 
the State of California's Employment Development Department, the d ep ar t­

ment started rethinking its approach to the WIN program about four 

years ago and concluded that perhaps even more important than job 

training was the ability of the job applicant to sell himself to 

potential employers.6 As a consequence, the State established a Job 

Search Assistance Program (JSAP) in 1979. (Additional information 

about the operation of JSAP is contained in the Appendix).

JSAP offices were set up in six counties and three cities. The goal 

of the program was to emphasize job search over work training and to 

involve individuals in the program before they applied for welfare. 
According to Mr. Boomer, the legislature's satisfaction with JSAP's 

success in helping clients to find jobs has led to another related 

experiment called the Employment Preparation Program (EPP) which was 

initiated in July of 1981.

EPP has three key elements:

•identifying unsubsidized employment in the private sector;

•minimizing duplication of services through a single client intake/ 

assessment process;

•local planning— designing an approach which meets local needs 

and is suited to local labor markets.

5Mark Sanders, Deputy Director, Operations Branch , Employment D e v el o p­

ment Department, State of California: from hearing transcript, C a l i­

fornia Senate Subcominittee on Social Services and Welfare, 4/7/81.

^Telephone interview with Forrest Boomer, State of California, E m pl oy­

ment Development Department. November 24, 1981.
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The bill authorizing EPP was passed by the California legislature in 
November of 1980; three sites were funded on an experimental basis 

in 1981 in San Mateo, Ventura and Lake Counties. One important fe a­

ture of the legislation (copy attached) is that it requires that 

a thorough monitoring and evaluation process be undertaken in an 

attempt \o measure the success of the program. If the study indicates 

that the program has been successful during its three-year trial 
period, the legislature will consider expanding it to serve the 

entire state.

Mr. Boomer indicated that California does not anticipate p a r t ic i pa t­

ing in either the Work Incentive Demonstration Project or the Work 

Supplementation Program which, as mentioned earlier, are offered as 

alternatives by the federal government in the Omnibus Budget R ec on­

ciliation Act of 1981. These programs could jeopardize California's 

current funding levels by holding the state to its FY 81 f unding and 

do not necessarily offer the state any greater flexibility than it has 

under its JSAP and EPP programs.

Some consideration is being given to experimenting with the Community 

Work Experience Program option on a very limited basis. San Diego has 

made a proposal to Governor Brown that they be allowed to develop a 

program which combines job search assistance with mandatory work 

experience. Under this proposal, a client would receive job search 

assistance for 30 days. If unable to locate a job during this period, 
hd or she would be required to work in a community work experience p ro­
gram for three months; an assessment would then follow of the client's 

potential for job training.7

OPTIONS FOR THE STATE OF ALASKA

As noted in the earlier sections of this memorandum, all states have 
been given three alternative welfare work programs from which to choose 

as part of the Omnibus Budget Reconciliation Act of 1981: Community
Work Experience Programs; Work Supplementation Programs; and Work 

Incentive Demonstration Projects. (A copy of the act was enclosed with 

my October 29 memo to you.) Under the act, a state may pursue one or 

more of these options, or none at all. The State of Alaska is still 

considering whether to initiate a Community Work Experience Program 

(CWEP) or a Work Supplementation Program (WSP). However, a decision 

was made earlier this fall not to participate in the Work Incentive 

Demonstration Project.

The Work Incentive Demonstration Project option was briefly described 

in my October 29 memorandum to you. The primary purpose of the demon-

7 Telephone interview with Forrest Boomer, November 24, 1981.
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stration project is to allow single-agency administration as an alter­
native to the WIN program. Currently the WIN program is jointly adminis­

tered by the Departments of Labor and Health and Social Services. -All 

states interested in participating in the three-year demonstration 

were required to respond to the federal government by mid-October of 

this year. For those states electing to participate, funding would be 

set at an amount equal to the state's FY 1981 allocation under the WIN 

program.

The Department of Health and Social Services made a decision not to 

participate in this program after a review by Division of Public 

Assistance and WIN program staff. It was determined that less WIN 

program funding would have been available to the State for federal 

fiscal y ea r  82 under the program. In addition, it was felt that the 

new status of the WIN project office in Fairbanks8 , in combination 

with the other options available to the State, provided advantages 

comparable t.o those available under the Work Incentive Demonstration 

Project. According to John Linkhart, WIN program coodinator in the 

Department of Health and Social Services, Alaska was one of twenty-five 
states choosing not to participate in the demonstration project. The 

states which did choose to participate are primarily located in the 

eastern half of the United States.

Alaska has not yet made a decision about either the Community Work 

Experience Program or the Work Supplementation Program, dudie Walker, 
Deputy Director of the Division of Public Assistance, indicated they 
have been extremely busy addressing the federally mandated AFDC program 

changes and have not had an opportunity to throroughly review these 
two options.

If the Community Work Experience Program (CWEP) is selected by the 

State, participation would become mandatory for most AFDC recipients. 

Under the program, all AFDC recipients registered for WIN would also 

be required to partcipate in CWEP unless they were working more than 

80 hours a month. Although AFDC recipients with children between the 

ages of three and six currently are not required to participate in 

WIN, this group would be eligible to register for CWEP. I asked if 
the Division of Public Assistance had any estimate of the number of 

AFDC recipients in this category, but was told that this information 

is not computerized, and is impossible to obtain at this time.

John Linkhart, WIN program coordinator, indicated that it is unclear 

exactly how the CWEP requirements could be applied in rural areas of 
the state. WIN program offices currently are located only in Ketchikan,

8 The Fairbanks office will be adopting federal AFDC/WIN program 

guidelines and will therefore become eligible for increased federal 

funding.
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Juneau, Anchorage and Fairbanks. He was unsure about whether welfare 

recipients would be exempt from CWEP if they lived in a community 

without a functioning WIN program office.

At least two other issues will have to be considered by the State in 

deciding whether to participate in the CWEP program: administrative

costs and employment in the private sector. Although the federal 

government will match some of the State's expenditures for ad minister­

ing the C'/EP program, the regulations clearly state that federal funds 

are not to be used to help pay the costs of supervision of work per­

formed by welfare recipients participating in CWEP. Many of the 

articles we have read about workfare indicate that supervision of 

participants on the job is critical in insuring that both the employer 

and employee benefit from the workfare experience. Under the federal 

program, supervision costs would have to borne by the State or the 

agency employing the welfare recipient.

The ability of the CWEP program to increase private sector employment 
opportunities is another issue of concern. The federal CWEP regula­

tions prohibit private for profit entities from partcipating in the 

program; CWEP positions can only be created in public or private non­
profit agencies. Although the federal government acknowledges that 

the transition of welfare recipients to the private sector is an 
important goal, the benefits of permitting private for profit entities 
to employ CWEP paticipants, are according to federal regulations:

outweighed by the higher risk that CWEP participants might 

displace regular employees ... In addition, the use of a pool 

of free labor by profit making entities...has a high potential 

for damaging the overall CWEP effort, for example, by allowing 

one employer to obtain an unfair market advantage through the 

use of free labor.9

Ms. Walker indicated that the Division of Public Assistance is w a i t­

ing to see what approaches other agencies are proposing in the area 

of employment and training before making a decision about CWEP. A 

memorandum from Commissioner of Labor Ed Orbeck was transmitted to 

the Governor's Office on October 9 of this year proposing the de v el­

opment of a comprehensive State employment and training policy 
(see Appendix). Under the proposal, the Commissioners of Education, 

Health and Social Services, Community and Regional Affairs, Commerce 

and Economic Development and Labor would serve on a cabinet li-el 
task force. The proposal establishes a target date of July 1, 1982

9 Federal Register, Vol. 46, No. 182, September 21, 1981, p.46756
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for the approval and issuance of an Executive or Administrative 

Order on the subject. According to John Linkhart, the Governor's 

Office has not yet responded to the propo sa l.

I will let you know when the Division of Public Assistance makes its 

decision about participation in CWEP and the Work Supplementation 

Program. It appears that this decision will be made within the next 

two months. I will also transmit to you any additional information 
we obtain on innovative employment and training programs for welfare 

recipients. Please call if you have any questions about the informa­
tion presented in this memorandum.

SB/dp

(

Attachments:

• Testimony about Ca lifo rn ia 's Job Search Assistance Program from
Hearing on Employment and Training of Welfare Recipients:

i Californ ia Legislature, Senate Committee on Health and Welfare,
| Subcommittee on Social Services and Welfare. April 7, 1981.

• California Senate B i l l No. 1476, February 1980, establishing
the Employment Preparation Program.

• State of Alaska, Employment and Training Policy Proposal.
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Testimony about California's Job Search Assistance Program 
from Hearing on Employment and Training of Welfare Recipients: 
California Legislature, Senate Committee on Health and Welfare, 

Subcommittee on Social Services and Welfare.
April 7, 1981

Witnesses: Larry Kennedy, Ventura County
Oxnard Employment Development Department

Sherrie Johnson
Ventura County Workshop Leader 

Gail Harris
Ventura County Workshop Leader



VO I CIS FROM AUDIENCE: Please stay. (Laughter)

SENATOR CARAMEND1: Send money, John. (Laughter).

ASSEMBLYMAN VASCONCELLOS: I need some for myself. (Leaves).

MR. KENNEDY: Our testimony will revolve around a product as

compared, to say a model, because for the last three years we have 

been running three EDD offices in cooperation with County Welfare 

and Social Service Departments job search workshops, beginning in 

1978. Ventura County structurally has three EDD offices and five 

welfare offices, and at a local basis our task force includes repre 

sentatives of all these EDD and welfare offices. We have about

500,000 people in the county and about 7,000 AFDC recipients that 

we are working .*■ i.tn that’s the universe. And the objectives of 

our program are twofold. First of all, to find private sector em­

ployment for people immediately upon their application at the welfa 

office; and secondly, to avoid duplication of effort with the other 

service deliverers, meaning that county, CETA, community college 

district in the area. But, since we arc going to talk about the 

human element, I would Like to say that how we appear philosophi­

cally on the project is that the welfare client is not a welfare 

client. The welfare client is a job seeker. That's what we presum 

when a person walks into the office, and this person will receive 

welfare as an incidental, something that will support their familie 

before they move into the labor market. Yes?

SENATOR GARAMENDI: Just a little background and some details

The welfare recipient goes into what: kind of an office? The welfar 

office? An Employment Development Department office?

MR. KENNEDY: Physically, we have Employment Development De­

partment employees located in each of the five welfare district



offices I mentioned earlier, and these EDD employees are specialists 

in job placement and in screening people to go through what we call ^

a group orientation. So, it happens daily that about -- well, a 

couple of hundred people a month in one office -- whatever that would 

be -- twenty a day —  would receive immediate job service, the day they 

walk into the office. We have a notebook full of open job orders from 

private employers in that welfare office. The person that works for 

EDD receives this person from welfare, what they call an eligibility 

worker, and they are all housed in the same building. Is that the 

nature of your question?

SENATOR GARAMENDI: It is. Thank you.

MR. •vEWNEDY: We also assume philosophically that a welfare

client is just like any other human being, with the same aspirations 

and hopes for achievement in life, and with those two philosophies 

I think this program is -- you will see when the workshop leaders (
speak, that if the program is a success you have to have that philo­

sophy to work with.

The average client profile in our county is a female between 

the ages of 30 and 34, with a high school diploma, and a family size 

of three to five. Now, people who have not completed high school is 

almost the same incidence -- it's about equal. So, you're not talk­

ing about a subclass citizen -- you're talking about someone that 

will be working (inaudible)______ in the county.

The problem is -- and I just want to say the problem is -- we 

agree locally that the problem is that an applicant for welfare can­

not receive full services. It's a Catch 22. If you apply for aid 

we can't give full services until such time as the person becomes 

a recipient, which was discussed earlier. And so we are trying
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co gel; around ChaC probJ.em V7itli the same job search workshop which 

Ur. Bissell talked about.

I'll let the two workshop leaders introduce themselves starting.;
<

with Sherrie Johnson here and describe their experiences.

MS. JOHNSON: Mr. Chairman, I would like to talk about what

happens to the client, the transformation that takes place once the .}
i

job seeker enters the workshop. Our participants come directly from
jt

the welfare office. They are frequently at a demeaning ebb in their i
5

lives. They are very negative thinkers at that point. Their spirit \
■ j

is very low, and they come into the workshop with the attitude that !
}

perhaps this is just one more hassle that they are going to be put ^

through before they can get their money. After the first couple of }
ii

days in the workshop -- the first three days we spend is called 5

"Adventures in Attitudes" -- we go through negative thinking and 5
.1

.turning it into positive thinking. Frequently the first interviews /
}

that the participants -- we have mock interviews that we put them |

through with the facilitator of the workshop as the employer and $1
Chen the workshop participants ploy the role of the applicant looking I

for jobs. At the first mock interview they will say all of the wrong \

i

things, all of the negative things, bring up all of the reasons why

the employer should not hire them. By the end of the workshop they i

are completely turned around, their attitudes are positive. Due to {
\

the group support of the other participants in the workshop, they

all start at the same level and they all turn themselves around. \
\

It's really an exciting experience. As a workshop leader I am very 4
grateful that I have been able to observe this. i

We have lots of case studies. I wish that you could.... 'j
After the workshop, frequently after the clients get their jobs, j

>
W
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they come back into the workshop and tell us about their experiences 

in the jobs that they have. And they will give that to the workshop 

that'r. presently going on at that ti.me, give their testimony as far 

as the merits of the program. It is extremely exciting. I wish I 

could have brought some with us. Anyway, since it was impossible I 

will tell you about just a few cases.

One gentleman was an older worker, possibly 60 years old. He 

was unemployed for a very long period of time -- over a year, be­

cause he had a disability. He had a heart problem. He had been off 

work for a very long time. His disability ran out. He was sent by 

the welfare office to the workshop. When he came to us he was very, 

very depressed. His self worth was nil, and by the end of the work­

shop he was feeling very positive, and he obtained a job -- I might 

add that he could only work four hours a day. The doctor had limited 

that. And, as you know with placement restrictions like that, when 

you walk in and tell an employer that you can only work four hours a 

day, it's very difficult to get a job. So, we helped him to come up 

with the right things to say to the employer, and he did get a job 

within two weeks. As a matter of fact, he was referred out by Job 

Service, the placement service at EDD, and he got the job through 

that after he learned the techniques through the workshop.

SENATOR GARAMENDI: How long did it take to teach him the

techniques?

MS. JOHNSON: Pardon me.

SENATOR GARAMENDI: How long did it take you to teach him the

techniques?

MS. JOHNSON: The workshop is two weeks. The first three days,

‘Ts I mentioned before, are devoted to their attitudes -- positive



thinking. The next four days are devoted to interviewing skills and
i

job development techniques. So, it takes approximately four days, 

during which time they do a lot of practicing in interviewing each «

other. The final three work days at the workshop goes into actual Ij
•1 !

job development with their contacting of employers. |

SENATOR GARAMENDI: What would have been this fellow's status
• §

had he not gone through the JSAP program? jr

MS. JOHNSON: OK. I dare say he would have been out of work

a very long time. He was walking over two miles to the workshop, be- • £ 

cause he had something to do. He was able to come and -- he just V

talked all the time about what a wonderful experience it was. With- §

(•
out the assistance of the workshop I feel he would have been unem- V

t
ployed for a very long time, because he sat down at the interview 

and he said, "My doctor says I can only work four hours a day because "♦
f:

I have a heart problem." And, I'm not saying that you have to hide ?

these things from the employers, but there is a way of stating things |

positively so that you can still go in and get the job. Because he }
* • *»

was a wonderful man. His self-worth was tied into his work and so •:

his whole being was down because of the fact that he wasn't working.

SENATOR GARAMENDI: I assume he was headed for general assis- '

tance? jj

3
MS. JOHNSON- He was on food stamps. And it works for AFDC,

n
food stamps -- they are all -- it's just as effective with all of j

the welfare applicants. • • |

SENATOR GARAMENDI: Thank you. \
3

MS. JOHNSON: OK. jj
i

SENATOR GARAMENDI: Are there other cases? \

A

$

•i

MS. JOHNSON: Would you like t:o hear some more? jj

I
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SENATOR GARAMENDI: Why sure.

MS. JOHNSON: I'll do one more.

SENATOR GARAMENDI: Do one more. It's good for us.

MS. JOHNSON: CK. Oh, my next one is about an eighteen year

old high school drop out. He was kicked out of his home because he 

started getting into so much trouble. He was Into the drug scene, 

and he was arrested on petty theft. His mother kicked him out of the 

home. I know his mother very well. He lived with some friends for 

about a year and a half during which time he enrolled in an electronic 

assembly -- through CETA, classroom training course. After he finish­

ed the course he was unable to find a job'-- he just couldn't get 

past the first: interview. Now he was eighteen years old, he didn't 

have any transportation, he didn't have a high school diploma. He 

went to the welfare office, they sent him to the workshop, and be­

fore the workshop was completed, during the period that he was on 

the telephone, he obtained a job. He is presently working as an 

electronic assembler. Frequently he is in charge of up to fifty 

employees -- he steps in when his supervisor is out. He is talking 

about now getting his GED in the fall and enrolling in college. And, 

his mother -- I talked to her just before I came up here, so I could 

tell you what she said.

SENATOR GARAMENDI: He can coine home.

MS. JOHNSON: Pardon.

SENATOR GARAMENDI: lie can come home. (laughter).

MS. JOHNSON: He i£ home, right 1 His mother did allow him to

come back home, and she said he is just not the same person. So 

motivated and full of self-confidence, whereas before he was just 

totally down on himself. One thing I would like to mention about



goals, since we are talking about his- goal -- he had no goal until

he came into the workshop. He had gone through classroom training. %
i t -  *When he entered into the workshop things were sort of put in the |

x

right perspective. Of course, you can't be a brain surgeon tomorrow, 

but you can do this, and this, and this, and follow the steps until 

you can attain what you want to attain. And we never tell anyone 

what type of job to look for, for we let them choose, and we make 

sure that it's realistic, and possibly if they want to be a coun­

sellor, we.give them suggestions on what entry level positions they

might: expect to work towards that goal. So, all in all, it's a very ?
; )■

neat package, and it's very the workshop participants are com- i
)

pit tely transformed by the end of the workshop. It's really hard j
i

to believe. I still find it hard, after doing the workshop for three
s

years. Some of the people that come around the first day, and it's %
.'I

incredible to believe that they could be the same people, or totally *

transformed on their last day. _jj

SENATOR GARAMENDI: Thank you. t

■
MS. HARRIS: Senator, I'm glad to be here to espouse a pro- |

gram that I utterly believe in. T. think it's one of the most posi- )<
J.

Live things that I've been involved with in terms of its not punitive, S
\

it only helps people. The first part of the workshop ir. the three •«i
and a half days motivational adventure in attitudes, getting in touch ?

I
with their feelings, discovering the negative thing6 although we

know they arc there, we want to accentuate the positive. And people j
i

are uplifted by the third day, and really feel good about themselves. \
i

They can recognize that they have strengths, and to capitalize on
A

those strengths to be their best assets. That's why this program :
3.»

works, because they are actively involved. They cannot sit back and :
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watch everybody else participate. They have to participate. Every­

thing is geared for participation by the individual.

As Sherrie stated, the people come at different levels of de­

pression. Some can't find work and have not found work because of

illnesses, or because they have low employment skills, or need to be

revitalized. Some come with traumatic experiences because they're 

receiitly divorced, or widowed, and don't know what to do with them- * 

selves. So, they find help through the Employment Development De­

partment, or welfare, and are directed to us. And, as I mentioned, 

the transformation is just incredible, when people realize that there

are other people just like them who have negatives which they have

turned into positives. This is where the uplifting comes in.

On the fourth day they actually go into the job search work­

shop, learn the techniques for answering the right questions that 

the employer will ask, tough questions, as they are most often 

called.

And their last half is the actual phone contact with employers. 

They get on the phone and ask for the person who does the hiring, 

and this is a very positive thing, because the group has stuck to­

gether, they have weathered the storm, and they each support each 

other, and group dynamics is very important.

SENATOR GARAMENDI: How big is the group that you work with?

MS. HARRIS: The group can be between ten and twenty. Most

orten around fifteen.

SENATOR GARAMENDI: And the techniques that you use -- they

are together several hours a day?

MS. HARRIS: Yes. The first part of the workshop is three and

a half days -- the workshop in adventures and attitudes. This is
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where the real group participation is involved, because v/e have the 

working groups, and the group before it, they have to take turns 

being a leader and reporting what the group findings are, on several 

different objectives.

SENATOR GARAMENDI: And then following that they go into the

job search?

MS. HARRIS: This becomes a little less group-oriented, but

still the group orientation is they are helping each other and parti­

cipating to be the interviewee and the interviewer, and learning 

the suggested scripts that they should use in the telephone conver­

sation in applying for work, or inquiring for work.

The major part of this program is self-esteem. It is enhanced 

greatly through the group participation, weaknesses are recognized, 

but they are redirected. Basically the client has the responsibility 

for himself, and this is what we recognize....

SENATOR GARAMENDI: Excuse me. The Chairman of our Committee,

Senator Watson. Delighted having you with us. VJe are ir. the midst 

of discmsion on the Jot Search Assistance Program that is taking 

place in Ventura County. We have three witnesses from Ventura 

County. The lady who is speaking is a -- what's your title?

MS. HARRIS: Workshop leader.

SENATOR GARAMENDI: Workshop leader, and we are talking about

what a workshop is all about, how it works as part of the Employ­

ment Preparation Program -- perhaps, if the budget item is approved.

MS. HARRIS: Hopefully. Basically the clients -- the client

is responsible for himself. We make this very clear, that we arc 

not getting you a job -- we're just teaching you techniques for 

possible employment, the employment that you'll go get. It seems



to bring out the best in people, like I mentioned before, when they
(

are working in groups and realize that they are not alone in their 

depression or experiences.

I would like to applaud the Employment Development Department 

for getting people who are interested -- facilitated through a caring 

and patience, and who have all the qualities to help people improve 

their lives. I think that's very important, because I think they 

have to play a big role in the workshop.

The end result is a good product, seeing people go off to jobs, 

seeing people make choices and decisions in their lives, based on the 

fact that they are going to go to work, even if it is at an entry 

level, knowing that they too can soon do something about that entry 

level salary. They can go back to school and break down the barriers 

that are part of an entry level salary. ^

SENATOR WATSON: Question.

SENATOR GARAMENDI: Diane, before the question, do you recall

the hearing we had in Los Angeles?

SENATOR WATSON: (inaudible) .

SENATOR GARAMENDI: Well, no, I was just bringing you up to

date. We talked about Ventura at that point. We had a witness from 

Ventura and now we are into the real details of the Ventura program. 

Your question.

SENATOR WATSON: llow many clients have you seen?

MS. HARRIS: We have served 260 so far.

SENATOR WATSON: What is the basic attitude of those that have

been served in terms of this kind of program?

MS. HARRIS: They love it. They think it is -- they know it 1

works, because they have gotten a job. This is the first thing that



has helped them.

UNIDENTIFIED VOICE: After the third day they love it, the

first day they hate it. (Laughter).

SENATOR WATSON: Do you feel that most people want to work?

MS. HARRIS: I feel that most people want to work. It's the

reward -- I mean until that happens they get a grant. If potentially 

your grant is going to be $1 ,0 0 0 a month or whatever, and then you 

have a potential of earning $2 ,000 then you're going to go to work. 

This has been the attitude among the workshops.

SENATOR GARAMENDI: Are you taking the easiest of the cases?

Or d^.you take whatever comes through the door?

MS. HARRIS: We take what comes through the door. They have

been screened by the Employment Development Department at the wel­

fare office.

MS. JOHNSON: We take what comes through the door. We don't

screen them, because it would be difficult. We want everyone to 

have an opportunity to opt in and out.

SENATOR GARAMENDI: The example they gave us before you came

in was a 60 year old man and an 18 year old kid.

MS. JOHNSON: I have an ox-felon story if you want to near

that one.

SENATOR WATSON: Let me ask you. Do you believe that there

really is a hard-core unemployable group out: there? Or is that 

a title that ?

MS. HARRIS: I think it's a myth -- I think it's a myth. With 

my experience it's a myth. Uecause the people we have served in 

Ventura that I have been directly involved with want to work. They 

are looking for an alternative, they want their self-esteem --



they want: to be involved with their lives. They don't just want 

handouts. I've had a couple of people that have said in the work­

shop that they were hungry. A young male was hungry for three days, 

he wouldn't tell anybody. I couldn't believe it. I said, "Okay,

I'm going to go down to the store and I'm going to buy some peanut 

butter and I'm going to buy some bread." I bought the peanut butter 

and bread. How can you think if you don't have food? How can you 

be interested in a job search workshop. He don't want to wait for­

ever for food stamps. So, the next best thing was to get on the 

phone and try to contact an employer, so he could at least tell the

man.. "I'm hungry. Can I come to work for you tonight to pay for my

food, or at least even eat a meal on the job?" People are hungry. 

People want to work. People are involved with their lives -- people 

want to be involved with their lives, and they don't just want to be 

told what to do.

UNIDENTIFIED VOICE: Mr. Patino, are they going to have a job?

MR. PATINO: Pardon me.

UNIDENTIFIED VOICE: Are they going to have a job?

MR. PATINO: I was saying this conversation has been very in­

teresting for me. We are projecting a $40 million cut for next year.%
When you look at programs like jou search that are not mandated and 

we're not reimbursed for them, then I have to make the decision how 

much of our resources we can put into that area. Then when I hear 

these people and the stories they're telling....

SENATOR GARAMENDI: Have we finished your budget yet?

DR. PATINO: At the federal level is where we have the problem.

MS. HARRIS: I would like to bring up another case which I 

think is very important. We had an ex-felon that came to us. He
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was out of prison one week. He came to the workshop. Had some very 

good skills in terms of being able to speak to-people, wanted a 

higher education, wanted to live out his life in a positive way.

He went through the program, got rejuvenated, went to Oxnard College 

to apply to go to school in the next semester. They have a program 

of just ex-felons there, and now he is on the counselling staff of 

the ex-felons to show them the way.

I have a case of a displaced homemaker who was divorced, had 

never really been out of the home, but wanted to do something with 

her life. She no longer had a husband's income, so she had to make 

a life of her own. She came to our program, got so highly motivated 

that she forgot all about all the things that she had done. She had 

no skills, so I said, "Didn't you go to PTA, participate in PTA meet 

ings with the children?" She says, "No." She was just at home.

She never did anything. I said, "What have you been doing for the 

last eighteen years?" She says, "Well, I haven't been doing much 

of anything, but I'm going to start doing something with my life 

now." And that was the first step. She went out and I referred 

her to a welding program. That was one thing she did learn from 

her husband, that he did real well (as a welder) and she knew he 

made big money.

But, I think the program works; I think there should be more 

people involved; T. think it should start in high school letting 

people know about jobs,and how to get them, and how to stay off 

the rolls; how to upgrade your skills when needed, and be involved 

in your life.

SENATOR GARAMENDI: I appreciate those cases. What I would

like to do is get some background statistics on the overall pro-



, •   •
Rpn

.     — •—  — —
iS V, 'f, B •-
is a  ‘ ’ • !i--» » • i i * f i | !

Jtr ': ;
C j 1

pram —  the Ventura program. We had some presenter £/ome seven
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months ago when we were in Los Angeles. Do we haveSnn update on

that? Not yet?

DR. PATINO: We don't have the statistics with us, but we can

provide them. , ■ ^
jl

M R . KENNEDY: I have some.

SENATOR GARAMENDI: These witnesses are even better prepared i
than planners. 0

I
(Inaudible conversation -- several speaking at once).

u
MR. KENNEDY: From October until the end of March we placed --

r ik; :
we were involved in the placement, either self-placement or our [• '1 ji i

£i i

i»
t«
i .i

(

help to make a person find a job, of 300 participants. And that is :

a 50% success rate, within thirty days of finishing this 50-hour 

workshop. And these 300 participants actually represent -- say an 

average family of four -- 1200 people, which is a sizable figure for j>

si
a  county of our size, with a total of maybe 2 0 , 0 0 0  welfare cases, !ji

!)I*
7,000 of which are AFDC. Because many of the cases are exempt from ?

11
having to register with WIN due to disabilities or age, or other

I
criteria that currently are in regulations. This success rate ;

•jj
doesn't take in effect other secondary advantages, being the shorter E

I
!

period of time a person is oil aid. If we placed a person into a job 

two weeks after application for aid, as I said earlier, on the day 

of application for aid a person can be in our workshop -- the very 

day they apply for aid. If we place that person two weeks later -- 

or if they place themselves two weeks later into a job, then welfare 

grant avoidance will come into effect, which means that the person 

did not get the grant, but it can be figured how much was saved. (

Traditionally, a person is on aid for a less period of time if they
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do net aid. So, there are secondary effects to this. The raw data i* *th
is that 507. out of 600 people -- 300 participants were working. i

V
DR. TATINO: By the way, Senator, EPP will be the first pro­

gram that we know of to invent a mechanism to identify grant avoid- t 

ance. We're very excited about that. ‘

•i I
SENATOR .GARAMENDI: Do you have that model? That testing model £

• • R
arranged? it

DR. PATINO: (Inaudible)_________ .
- * fe

MR. KENNEDY: I think from the testimony of the workshop lead- |

ers you can tell that the staff is just as high on it as the clients. *
I

And that is a very important service delivery also. The individual jj. 

process -- a school would take a group, and those who need tutoring £. It
in the group -- who aren't progressing on schedule —  would get in- /

$
dividual attention. And this system is the satne way, it is very cost - I

t ff
efficient. The local planning -- I should have emphasized more that 

the County Welfare Department, the county social workers supervisors, .1■ s
meet twice a month. It is very important for this interaction to .*■
avoid duplication of service and cross purposes as far as your 

activities go. |

We have a newsletter produced that gives all of the workers .£ 

involved in this project feedback on the effectiveness, as far as 

the product and the success rates. And v/e even publish some of the 

stories that you heard today in the newsletter for the staff to 

read.

SENATOR GARAMENDI: Do you have a problem with the integra­

tion ol the EDD and the Welfare Depatrnent personnel from the 

various -- from the two departments?

MR. KENNEDY: It's amazing how well the two departments get

along.
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I n t r o d u c e d  b y  S e n a to r  G a ra m e n d i 
(P r in c ip a l  co a u th o r :  S e n a to r  G re e n e )

(C o a u th o r s :  S en a to rs  B riggs. C ra v e n .  K e e n e .  M o n to y a , 
N e je d ly ,  P re s le y , Ra in s, a n d  V u i c h )

(C o a u th o r s :  .A ssem b ly m en  B e rg e so n , D e n n is  B ro w n , C o s ta , 
G re e n e ,  Im b r e ch t ,  M e  U ls te r , M e llo , N a v lo r, N e s ta n d e ,

0 )  P apan , R o g e rs , W ra y , and  Y o u n g )

F e b r u a r y  13, 1SS0

A n  a c t  to a m e n d  S e c t io n  5202 o f  th e  U n e m p lo y m e n t  
In s u ra n ce  C o d e  a n d  to a d d  .A rticle  3.5 ( c o m m e n c in g  w ith  
S e c t io n  11325) to C h a p te r  2 o f  P a rt 3 o f  D iv is io n  9 o f  a n d  to  
re p e a l S e c t io n  11332 of, th e  W e lfa re  a n d  In s t itu t io n s  C o d e ,  
re la t in g  to p u b lic  so cia l s e :v ice s .

LEQSL.VTTVE COUNSEL’S DIGEST
S B  1476, as a m e n d e d , G a ra m e n d i.  P u b l ic  so cia l s e rv ice s :  

e m p lo y m e n t  p re p a ra tio n  p ro g ra m .
E x is t in g  law  re q u ire s  th e  E m p lo y m e n t  D e v e l o p m e n t  

D e p a r tm e n t  in  c o o p e ra t io n  w ith  th e  S ta te  D e p a r t m e n t  o f  
S o c ia l S e rv ice s , to r e p o r t  to th e  L e g is la tu r e  o n  th e  W o r k  
I n c e n t iv e  P ro g ra m  b y  th e  o th  ca le n d a r  d a y  o f  e a ch  yea r.



T h is  b ill w o u ld  r e q u ir e  th a t s u ch  r e p o r t  b e  p r o v id e d  o y  
A p r il  -r F eb ru a ry  1 o f  e a ch  yea r:

U n d e r  e x is tin g  law , p u b l ic  so cia l s e r v ice s  a re  p r o v id e d  by  
va rio u s  lo ca l a n d  sta te  d e p a r tm e n ts  a n d  a g e n c ie s  w ith  lccaL,.. 
s ta te  a n d  fe d e ra l fu n d s  u n d e r  va r io u s  s ta tu to ry  r e q u i r e m e n t^  
T h e  p u r p o s e  o f  th e  sy s tem  is co p r o v id e  fo r  p r o te c t io n ,  ca re , 
a n d  a ss is ta n ce  to n e e d y  a n d  d is tre sse d  p e rso n s  b y  p r o v id in g  
a p p ro p r ia te  a id  a n d  se rv ice s .

T h is  b ill w o u ld  r e c o g n iz e  th e  n e e d  fo r  a p u b lic  a ss is ta n ce  
s y s te m  w h i c h  assists tw o  ty p e s  o f  persons: th e  e m p lo y a b le  
w h o  a re  in  n e e d  o f  a ssis tan ce  b e ca u se , a lth o u g h  th e y  a re  a b le  
to  w o rk , th e y  la ck  th e  skills to d o  so o r  a re  u n a b le  to  f in d  
e m p lo y m e n t ;  a n d  o th e rs  w h o  axe in  n e e d  o f  a ss is ta n ce  
b e ca u s e  th e y  c a n n o t  w o r k  d u e  to c i r c u m s ta n c e s  b e y o n d  th e ir  
co n tro l.

T h is  b ill w o u ld  esta b lish  th e  E m p lo y m e n t  P r e p a r a t io n  
P ro g ra m , to b e  a d m in is te r e d  by  th e  E m p lo y m e n t  
D e v e l o p m e n t  D e p a r tm e n t ,  fo r  th e  p u rp o s e  o f  p r o v id in g  
a p p lica n ts  fo r  o r  r e c ip ie n ts  c f  A F D C  jo b  s e a r ch  a ss is ta n ce  fo r  
e m p lo y m e n t  in  u n s u b s id iz e d  job s, a n d  fo r th ese  p e rso n s  
u n a b le  to o b ta in  u n s u b s id iz e d  jobs, links to e m p lo y m e n t  a n d  
tra in in g  a g e n c ie s  w h ic h  h a v e  su b s id iz e d  e m p lo y m e n t  o r 
tra in in g . T h e  b ill w o u ld  p r o v id e  th a t A F D C  a p p lica n ts  a n d  
r e c ip ie n t s  w h o  w o u ld  b e  r e q u ir e d  to re g is te r  in  th e  W o r k  
I n c e n t iv e  P ro g ra m  shall also b e  re q u ire  i  to p a r t ic ip a te  in  th e  
E m p lo y m e n t  P re p a ra tio n  P ro g ra m , a n d  th a t A F D C  
a p p lica n ts  a n d  r e c ip ie n ts  w h o  a re  e x e m p t  fro m  partic:patia?• 
in  th e  W o r k  I n c e n t iv e  P ro g ra m  m a y  v o lu n te e r  to participaV . 
in  th e  E m p lo y m e n t  P re p a ra t io n  P ro g ra m . I f  s u ch  a p p lica n ts  
o r  r e c ip ie n ts  d o  n o t  reg is te r , all lega l sa n ctio n s  m a y  b e  u sed .

T h e  b ill w o u ld  p ro v id e  th a t th e  E m p lo y m e n t  D e v e l o p m e n t  
D e p a r t m e n t  w o u ld  use th e  r e s o u r ce s  o f  all ex is tin g  lo ca l s ta te  
a n d  fe d e ra l w e lfa re  p ro g ra m s  to  p r o v id e  s u p p o r t  s e rv ice s ,  
s u ch  as c h i ld  ca r e  s e rv ice s , a n d  jo b  se a r ch  assistan ce, in  o r d e r  
to  assist p e rso n s  to e n te r  th e  jo b  m a rk e t.

T h i s  b ill w o u ld  r e q u ire  th e  d e p a r tm e n t  to e s ta b lish  tw o  
p ro g ra m s  d e s ig n e d  in  a m a n n e r  as s p e c if ie d  to te s t  th e  
fea s ib ility  o f  se p a ra tin g  e n t ir e ly  th e  d e l iv e r y  o f  s u b s is te n ce  
a n d  e m p lo y m e n t  assistan ce  to n o n e x e m p t  A F D C  a p p lica n ts  
a n d  r e c ip ie n ts ,  a n d  v o lu n te e rs ,  fro m  ass is tan ce  p r o v id e d  to
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( x e  p r o v id e d  by  
re .n cies  w ith  lo ca l, 
:o ry  r e q u ir e m  e n  ts. 
r  p r o te c t io n ,  ca re , 
“ o n s  b y  p r o v id in g

a p u b l i c  a ss is ta n ce  
.s: L b s  e m p lo y a b le  
o u g h  th e y  a re  ab le  
a re  u n a b le  to find, 
te e d  o f  a ss is ta n ce  
z n c e s  b e y o n d  th e ir

m e n t  P re p a ra t io n  
th e  E m p lo y m e n t  
•pose o f  p r o v id in g  
e a r c h  a ss is ta n ce  fo r  

fo r  th o s e  p e rso n s  
.0 e m p lo y m e n r  a n d  
.»d e m p lo y m e n t  o r  
" D C  a p p lica n ts  a n d  
•gistsr in  th e  W o rk  
to  p a r t i c ip a te  in  th e  
(  .rf th a t  A F D C  
t  t f c m  p a r t ic ip a t io n  
m t c e r  to  p a r t ic ip a te  
x  I f  s u ch  a p p lica n ts  
c t i c n s  m a y  b e  used , 
•m ent D e v e l o p m e n t  
.1! e x is tin g  lo ca l s ta te  
i c  s u p p o r t  se rv ice s , 
i  a ss is ta n ce , in  o r d e r

t be provided by O

©  o

©  ©

Q  ©
e n t  to  e s ta b lish  tvvo 
ce t t i f ie d  to  test th e  : • 
l iv e r y  o f  su b s is te n ce  
.pt A F D C  a p p lica n ts  
sistance p r o v id e d  to ©  ©

e x e m p t  A F D C  a p p lica n ts  a n d  re c ip ie n ts .
T h e  A u d i to r  G e n e ra l  w o u ld  b e  r e q u ir e d  to s u b m it  a r e p o r t  

b y  D e c e m b e r  1, 1984.
T h is  b ill w o u ld  p r o v id e  th a t b y  F e b r u a r y  1 o f  e a ch  yea r, a 

r e p o r t  o n  th e  E m p lo y m e n t  P re p a ra tio n  P ro g ra m  shall b e  
s u b m it te d  to th e  L e g is la t iv e  A n a ly s t  b y  th e  E m p lo y m e n t  
D e v e lo p m e n t  D e p a r tm e n t .  T h e  L e g is la t iv e  A n a ly s t shall 
c r i t iq u e  th e  r e p o r t  a n d  s u b m it  h is f in d in g s  to th e  L e g is la tu r e  
o n  o r  b e fo re  A p r il  1 o f  e a c h  year. T h e  D i r e c t o r  o f  
E m p lo y m e n t .  D e v e l o p m e n t  is a u th o r iz e d  to seek  n e ce s sa ry  
fe d e ra l  w a ive rs .

T h is  b ill w o u ld  r e q u ire  th a t c o m m e n c in g  w ith  th e  1981-32 
fis ca l y e a r  th e  G o v e r n o r ’s B u d g e t  w o u ld  r e p o r t  savings, i f  a n y  
exisu, w h i c h  a re  a ttr ib u ta b le  to th e  p rog ra m s u n d e r  th is 
a r tic le , a n d  th a t th e  b u d g e t  c o n ta in  r e co m m e n d a t io n s  th a t  at 
least a p o r t io n  o f  su ch  savings b e  u sed  to fa r th e r  th e  p ro g ra m s  
s e t  fo r th  in  th is act.

U n d e r  ex is tin g  law, S e c t io n s  2231 a n d  2234 o f  th e  R e v e n u e  
a nd  T a x a t io n  C o d e  r e q u ir e  th e  sta te  to re im b u rse  lo ca l 
a g e n c ie s  a n d  s ch o o l d is tr ic ts  fo r  c e r ta in  costs  m a n d a te d  b y  th e  
sta te. O t h e r  p rov is ion s  r e q u ir e  th e  D e p a r tm e n t  o f  F in a n c e  to 
r e v ie w  s ta tu te s  d is c la im in g  th e se  co sts  and  p ro v id e , in  c e r ta in  
cases, fo r  m a k in g  c la im s  to th e  S ta te  B o a rd  o f  C o n t r o l  fo r  
r e im b u r s e m e n t .  T h e  s ta tu to ry  p rov is ion s  r e q u ir in g  
r e im b u r s e m e n t  w ill b e  s u p p le m e n te d  b y  a c o n s t i tu t io n a l  
r e q u ir e m e n t  o f  r e im b u r s e m e n t  e f fe c t iv e  for sta tu tes e n a c t e d  
o n  o r  a fte r  Ju ly  1, 1980.

T h is  b ill p ro v id e s  th a t n o  a p p ro p r ia t io n  is m a d e  b y  th is  a c t  
p u r s u a n t  to th e  co n s t itu t io n a l m a n d a te  o r  S e c t io n  2231 o r  
2234, b u t  r e co g n iz e s  th a t lo ca l a g e n c ie s  a n d  sch o o l d is t r i c t s  
m a y  p u rsu e  th e ir  o th e r  a va ila b le  re m e d ie s  to  s e e k  
r e im b u r s e m e n t  for th e se  costs.

V o te : m a jo r ity . A p p ro p r ia t io n :  no. ^ isca l c o m m it te e :  yes. 
S ta te -m a n d a te d  lo ca l p ro g ra m : yes.

The people o f  the State o f California do enact as* follows:
%

1 S E C T I O N  1. S e c t io n  5202 o f  th e  U n e m p lo y m e n t
2 In s u ra n ce  C o d e  is a m e n d e d  to read:
3 5202. T h e  d e p a r tm e n t ,  in  co o p e ra t io n  w ith  th e  S ta te



1 D e p a r tm e n t  o f  S o c ia l  S e r v i c e s ,  shall r e p o r t  to e a c h  (T
2 re g u la r  session  o f  th e  L e g is la tu r e ,  n oc la te r  th an  - rp ri-t -r
3 Feb ruary  1 o f  e a ch  yea r, o n  th e  e f fe c t iv e n e s s  o f  j h e ( £
4 p ro g ra m  e s ta b lish ed  u n d e r  th is d iv is ion . t h e
5 d e p a r tm e n t 's  re p o r ts  shall d e ta il a n y  e c o n o m ic  a nd  o th e r
6 a d va n ta g es  to th e  p e c p ie  o f  C a lifo rn ia  w h ich  n a v e
7 re su lte d  fro m  th e  p ro g ra m , in c lu d in g  th e  e f f e c t  u p o n  r
8 s ta te  costs, in cre a se d  p r o d u c t iv i t y  a n d  im p r o v e d  s c c ia i
9 d e r fo r m a n ce  b y  p e rso n s  u n d e r  th e  p ro g ra m , taxes p a id

10 b y  s u ch  p erson s, a n d  th e  p a y m e n t  o f  w ages as o p p o s e d  to
11 ca sh  gran ts.
12 S E C .  2. A r t i c le  3.5 ( c o m m e n c in g  w ith  S e c t io n  J.1325)
13 is a d d e d  to C h a p te r  2 o f  P a rt 3 o f  D iv is io n  9 o f  th e  W e l fa r e
14 a n d  In s titu tio n s  C o d e ,  to read :
15
16 ’ .A rticle  3.5. E m o l o y m e n :  P re p a ra tio n  P ro g ra m
17
18 11325. T h e  L e g is la tu r e  r e co g n iz e s  th a t m o s t
19 e m p lo y a b le  p erson s  w h o  r e c e i v e  p u b iic  a ssistance  w o u ld
20 p r e fe r  to b e  se lf -su p p o r t in g  i f  o f fe r e d  th e  o p p o r tu n i ty  :o  ^
21 d o  so. C
22 T h e  L e g is la tu r e  fu r th e r  r e co g n iz e s  tha t th e  g e n e ra l
23 p u b iic  la ck s  c o n f id e n c e  in  th e  ex is tin g  p u b lic  a ss is ta n ce
24 sy s tem  b e ca u s e  r a th e r  th a n  e lim in a t in g  d e p e n d e n c y ,  th e
25 sy s tem  o fte n  seem s to  e n co u r a g e  it by  n o t  p ro v id in g ^  {
26 s u f f i c ie n t  in ce n t iv e s  fo r  w o rk .  ̂ (
27 T h e  L e g is la tu r e  f u r th e r  r e co g n iz e s  tha t p u b l i c
28 assistan ce  p ro g ra m s  s h o u ld  b e  r e s e rv e d  for those  p e rso n s
29 v/ho a re  in  n e e d  b e ca u s e  o f  th e ir  inability to w o rk
30 p r o d u c t iv e ly  d u e  to c i r c u m s ta n c e s  b e y o n d  th e ir  c o n t r o l .
31 T h e r e fo r e ,  it is th e  in t e n t  o f  th e  L e g is la tu re  to  p u r s u e
32 a m o re  in te n s iv e  a p p ro a ch  to s o lv in g  th e  e m p lo y m e n t
33 p ro b le m s  c f  th ose  p e rso n s  w h o  a re  ii. n e e d  o f  a ss is ta n ce
34 b e ca u se , a lth o u g h  th e y  a re  a b le  to w ork , th ey  la ck  th e  (
35 tra in in g  o r  e x p e r ie n c e  r e q u ir e d  by  e m p lo y e rs  o r  th e y
36 la ck  th e  ab ility  to f in d  a n d  re ta in  su itab le  p e r m a n e n t
37 e m p lo y m e n t .
33 T o w a r d  th e  a c h ie v e m e n t  c f  this e n d , th e  L e g is la tu r e
39 in te n d s  th a t th e  p ro v is io n s  o f  th is a r t ic le  s e r v e  to
40 im p le m e n t  an  in te g ra te d  E m p lo y m e n t  P r e p a r a t io n
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I r e p o r t  to each, 
la te r  th a n  A p r i l  4- 

't iv e n e ss  o f  th e  
d iv is io n . T h e  

:o n o ra ic  a n d  o th e r  
rn ia  w h i c h  h a v e  
;  th e  e f f e c t  u p o n  
i  im p r o v e d  social, 
a g ra m , taxes p a id  
ages as o p p o s e d  to

i t i i  S e c t io n  11325) 
)n  9 o f  th e  W e lfa re

ir io n  P ro g ra m

:zs  s th a t  m o s t
c  a ss is ta n ce  w cruld  
h e  o p p o r tu n i ty  to

©

th a t  th e  g e n e ra l 
f  D u b lic  a ss is tan ce  
$ d e p e n d e n c y ,  th e  
b y  n o t  p r o v id in g

L^-s th a t  p u b l ic  
i fo r  th o s e  p e rson s  
in a b ility  to w o rk  
•end th e ir  co n tro l, 
jis ia tu re  to p u rsu e  
: th e  e m p lo y m e n t  
u s e d  o f  a ssistan ce  
o rk , th e y  la ck  th e  
m p lo y e r s  o r th ey  
lita b le  p e r m a n e n t  

«
d, th e  L e g is la tu r e  

a r t i c le  s e r v e  to 
n e n t  P re p a ra tio n

©

v. j
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e
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©

1 P ro g ra m  to b e  a d m in is te r e d  b y  th e  E m p lo y m e n t
2 D e v e lo p m e n t  D e p a r t m e n t  w ith  th e  fu ll c o o p e r a t io n  c f
3 th e  S ta te  D e p a r tm e n t  o f  S o c ia l S e rv ice s ,  c iry  a n c  c o u n t y
4 e m p lo y m e n t  a n d  tra in in g  a g e n c ie s , a n d  c o u n ty  w e lfa r e
5 d e p a r tm e n ts .  T h e  goal o f  th e  E m p lo y m e n t  P re p a ra tio n
6 P ro g ra m  is to p r e v e n t  a n d  r e d u c e  w e lfa re  d e p e n d e n c y
7 b y  assisting A f T D C  a p p lica n ts  a n d  r e c ip ie n ts  to f in d  jo b s
8 as q u ick ly  as possib le . T o  a tta in  this goal, th e
9 E m p lo y m e n t  D e v e l o p m e n t  D e p a r tm e n t  shall u t il iz e

10 s u c h  s e rv ice s  a nd  t e c h n iq u e s  as:
11 (a ) P ro v id in g  im m e d ia te  jo b  se rv ice s .
12. (b )  Im p a r t in g  s e lf-h e lp  jo b  s e a r ch  skills at th e  e a r lie s t
13 p o ss ib le  tim e.
14 ( c )  .Assisting in  d i r e c t  p la c e m e n t  a n d  s e lf -p la c e m e n t
15 o f  A F D C  a p p lica n ts  a n d  r e c ip ie n ts  in to  p e r m a n e n t
16 p r iv a te  s e c to r  a n d  u n s u b s id iz e d  e m p lo y m e n t .
17 (d )  D e v e lo p in g  e f f e c t i v e  linkages  am ong: all s ta te  a n d
18 lo ca l e m p lo y m e n t  a n d  tra in in g  a g e n cie s , e sp e c ia lly  tn ose
19 o p e ra t in g  C o m p r e h e n s iv e  E m p lo y m e n t  2n d  i ra in in g
20 A c t  ( C E T A )  p ro g ra m s, to e n s u re  th a t A F D C  a p p lica n ts
21 a n d  re c ip ie n ts  h a v e  m a x im u m  w o rk  a n d  tra in in g
22 o p p o r tu n it ie s .
23 11326. A s u sed  in  th is  a r tic le :
24 (a ) “D e p a r t m e n t ” m e a n s  th e  E m p lo y m e n t
25 D e v e lo p m e n t  D e p a r tm e n t .
26 (b )  “ D ir e c to r "  m e a n s  th e  D i r e c t o r  o f  E m p lo y m e n t
27 D e v e lo p m e n t .
28 ( c )  “P ro g ra m "  m e a n s  th e  E m p lo y m e n t  P re p a ra t io n
29 P ro g ra m .
30 (d )  “ L o c a l  p r im e  sp o n so r"  m ea n s  a c i t y  o r  c o u n t y
31 d e s ig n a te d  as a lo ca l p r im e  sp o n so r  p u rs u a n t  to th e
32 C o m p r e h e n s iv e  E m p lo y m e n t  a n d  T r a in in g  A c t  o f  1973 as
33 a m e n d e d .
34 (e )  “ E x e m p t ” p a r t ic ip a n ts  m ea n s  th ose  A F D C
35 a D p lica n ts  o r  r e c ip ie n ts  n o t  r e q u ir e d  to re g is te r  w ith  th e
36 E m p lo y m e n t  D e v e l o p m e n t  D e p a r tm e n t  p u rs u a n t  to
37 S e c t io n  11310.
38 ( f )  " N o n e x e m p t” p a r t ic ip a n ts  m e .m s  th o se  . A F D C
39 a p p lica n ts  o r  r e c ip ie n ts  w h o  a re  r e q u ire d  to  r e g is te r  w ith
40 th e  E m p lo y m e n t  D e v e l o p m e n t  D e p a r tm e n t  p u r s u a n t  to
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1 S e c tio n . 11310. ^
2  (g )  “ V o lu n te e r s ” m e a n  thos^ A F D C  a p p lic a n ts  o r
3 r e c ip ie n t s  w h o  v o lu n ta r i ly  re g is te r  p u r s u a n t  to
4 s u b d iv is io n  ( c )  o f  S e c t io n  11310.
5 (h )  “W I N ”  m ean s th e  W o rk  I n c e n t i v e  P r o g r a m
6 e s ta b lish e d  p u rsu a n t to A r t i c le  3 • 'co m m e n c in g  w ::n
7 S e c t io n  L1300) o f  C h a p t e r  2 o f  P a rt 3 o f  D iv is io n  3 o f  th e
8 W e l fa r e  a n d  In s titu tio n s  C o d e ,  a n d  p u r s u a n t  to  D iv is io n
9 2. ( c o m m e n c in g  w ith  S e c t io n  3000) o f  th e  U n e m p lo y m e n t

10 I n s u r a n c e  C o d e .
11 11327. (a ) T h e  E m p lo y m e n t  D e v e l o p m e n t
12 D e p a r tm e n t -  shall a d m in is te r  th e  E m p l o y m e n t
13 P re p a r a t io n  P ro g ra m , w h i c h  sha ll p r o v id e  A F D C
14 a o p lica n ts  a n d  r e c ip ie n ts  w ith  jo b  s e a r ch  a ss is ta n ce  fo r
15 e m p lo y m e n t  in  o n s u b s id iz s d  jobs, and , to  th e  m a m m u m . 
15 e x te n t  possib le , links w ith  sta te  a n d  lo ca l e m p lo y m e n t
17 a n d  tra in in g  a g en cie s , e sp e c ia lly  th e se  o p e r a t in g  C r . : A
18 p ro g ra m s , fo r  s u b s id iz e d  e m p lo y m e n t  a n d  tra in in g  fo r
19 th o se  p e rso n s  u n a b le  to o b ta in  u n s u b s id iz e d  e m p lo y m e n t
20 w ith in  a rea so n a b le  p e r io d  c f  tim e.
21 (b )  T h e -  d ir e c to r  snail p r o m u lg a te  p r ie s  a n c
22 re g u la tio n s  to im p le m e n t  th e  p ro g ra m . P la n n in g  a n d
23 im p le m e n ta t io n  shall b e  c o m m e n c e d  u p o n  th e  e f f e c t i v e
24 date- o f  th is  a ct, o n  a n  in c r e m e n ta l  basis. F u n d in g  a n d
25 d e s c r ip t io n  o f  th e  first i n c r e m e n t  o f  th is p r o g r a m  shall b e  
2S p r e s e n te d  in  th e  G o v e r n o r ’s 1S81-j82 b u d g e t  s u b je c t  to
27 th e  a va ila b ility  o f  fu n d s . E x p a n s io n  b e y o n d  th is  f ir s t
28 in c r e m e n t  shall b e  c o n t in g e n t  u p o n  d e m o n s t r a te d
29 co s i-e fre c t iv e n e s s . T o  th e  m a x im u m  e x te n c  p o ss ib le ,
30 sm a ll co u n t ie s  shall b e  p h a se d  in  c o n c u r r e n d y  w i th  la rg e
31 co u n t ie s .
32 11328. In  o rd e r  to fa c ilita te  th e  Im p le m e n ta t io n  c f  t h e
33 E m r i o y m e n t  P re p a ra tio n  P ro g ra m , th e  d in - c t o r  is
34 a u th o r iz e d  to s e cu r e  any  n e ce s sa ry  w a iv e rs  o f  fe d e r a l
35 law . S u c h  w a ive rs  snail b e  fo r  a p e r io d  o f  t im e  s u f f i c ie n t
36 to te s t fu lly  th e  e f f ic a c y  o f  p ro g ra m s  u n d e r  th is a r t i c le  in.
37  p r e v e n t in g  o r  r e d u c in g  w e lfa re  d e p e n d e n c y .
38 11329! P a r tic ip a tio n  r e q u ir e m e n ts  fo r  th is  p r o g r a m
39 sh a ll b e  id en tica l' w ith  th e  co n d it io n s  in  S e c t io n  11310.
40 A n y  a p p lica n t  fo r  o r  r e c ip ie n t  o f  a id  u n d e r  th is  c h a p t e r
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w h o  is e x e m p te d  fro m  re g is tra tio n  w ith  th e  d e p a r tm e n t  
u n d e r  S e c t io n  11310 shail b e  e n t i t le d  to p a r t ic ip a te  
v o lu n ta r i ly  in  th e  E m p lo y m e n t  P re p a ra tio n  P ro g ra m . 
N o n e x e m p t  . A F D C  a p p lica n ts  a n d  re c ip ie n ts ,  a n d  
v o lu n te e rs , sha ll b e  r e fe r r e d  to th e  n e a re s t  a p p ro p r ia te  
d e p a r tm e n t  f ie ld  o f f i c e  to re g is te r  fo r  w ork , j c ’o s e a r ch  
a ssistan ce , a n d  e m p lo y m e n t  tra in in g . F a i lu r e  to  r e g is te r  
sha ll r e n d e r  th e  n o n e x e m p t  a p p lica n t  o r  r e c ip ie n t  
s u b je c t  to th e  fu ll  sa n c tio n s  a n d  r e m e d ie s  p r e s c r ib e d  b y  
law .

11330. A s  re so u r ce s  p e r m it ,  th e  d e p a r tm e n t  sh a ll 
p e r io d ica lly  r e v ie w  th e  sta tus o f  th o se  n o n e x e m p c  
p a r t ic ip a n ts  a n d  v o lu n te e r s  u n d e r  th is c h a p te r  fo r  w h o m  
th e  s e rv ice s  d e s c r ib e d  in  S e c t io n  11329 c o u ld  n o t  b e  
p r o v id e d  im m e d ia te ly  u p o n  th e ir  re g is tra tio n  w ith  th e  
d e p a r tm e n t ,  co d e te r m in e  w h e th e r  th e se  s e rv ice s  ca n  
n o w  b e  p ro v id e d .

11331. T h e  d e p a r tm e n t  shaiL, fo r  th e  p u rp o se s  c f  
s e cu r in g  o r  p r o v id in g  s u p p o r t iv e  se rv ice s , i n d u c i n g  c h i ld  
ca re , tra n sp o rta tio n , jo b  s e a r ch  assistan ce , a n d  su b s id iz e d  
e m p lo y m e n t  a n d  tra in in g  n e ce s sa ry  to e n a b le  
e m p lo y a b le  p e rso n s  to e n t e r  th e  jo b  m a rk er, e n te r  in to  
a g re e m e n ts  to  u til iz e  th e  r e s o u r ce s  o f  all a va ilab le  s ta te  
a n d  fe d e ra l e m p lo y m e n t  a n d  w e lfa re  p ro g ra m s , 
in c lu d in g , b u t  n o t  l im ite d  to, th e  fo llo w in g :

(1 ) T i t l e  I V  C  o f  th e  S o c ia l S e c u r i t y  A c t  ( T h e  W o r k  
I n c e n t iv e  P ro g ra m );

(2 ) T i t l e  X X  o f  th e  S o c ia l S e cu r ity ’ A c t ;
(3 ) T h e -  C o m p r e h e n s iv e  E m p lo y m e n t  a n d  T r a in in g  

A c t ;
(4 ) T a x  in c e n t iv e  p ro g ra m s  fo r  e m p lo y e r s  in te n d e d  to 

p r o m o te  th e  h ir in g  c f  p e rson s  r e c e iv in g  o r  w h o  a re  
p o te n tia lly  e lig ib le  to r e c e iv e  p u b i ic  a ss is tan ce  b e n e fits .

11332. (a ) N o tw ith s ta n d in g  a n y  o th e r  provisions: o f  
s ta te  law, c o m m e n c in g  w ith  th e  1982-83 fisca l year, th e  
d e p a r tm e n t  sha ll es ta b lish  tw o  p ro g ra m s  to te s t th e  
fea s ib ility  o f  se p a ra tin g  e n t ir e ly  th e  d e l iv e r y  or 
su b s is te n ce  a n d  e m p lo y m e n t  a ss is ta n ce  to n o n e x e m p t  
A F D C  a p p lica n ts  a n d  r e c ip ie n ts ,  a n d  v o lu n te e r s ,  f r o m  
f in a n c ia l a ss is ta n ce  p r o v id e d  to e x e m p t  A F D C  r e c ip ie n t s
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I w h o  d o  n o t  re g is te r  w ith  th e  d e p a r tm e n t .  O n e  p ro g ra m  £ 
'2 shall b e  e s ta b lish e d  in  a c o u n ty  o f  la rg e  o r  m e d iu m  s i z e -
3 w h i c h  is p a r t ic ip a t in g  in  th e  W o rk  I n c e n t i v e  P ro  g r a m V
4 (W I N )  as a u th o r iz e d  by  S e c t io n s  11300 to 11310.
5 in c lu s iv e . O n e  p ro g ra m  shall b e  e s ta b lish e d  in a sm a ll
6 c o u n ty  w h i c h  is n o t  p a r t ic ip a tin g  in  th e  W IN  p ro g ra m .
7 T h e  p ro g ra m s  a u th o r iz e d  u n d e r  th is s e c t io n  sha il b e  ,
8 d e s ig n e d  in  a m a n n e r  w h ich ,  to th e  m a x im u m  e x te n t  v.
9 

10
11 10815) o f  P a r t  2 o£ D iv is io n  9. The departm en t shall, with
12 the assistance o f  the State D epartm en t o f  Socia l Serv ices
13 and the counties, develop regu lations fo r  che
14 im o lem entation  o f  this section.
15 (b )  The p ilo t  p rog ram s m ay consider using cash ou t c f
16 foods-amps, and issuance o f  M edi-Cai cards in
17 dererm in ing  subsistence benent levels. F ed e ra l w aivers
18 may, i f  necsssar-', be sought to ca rry  ou t the p ro '.is ion s c f
19 this subdivision.
20 (c ) P ilo t counties sha ll be he ld  harm less fo r  Lee
21 fo llow ing  item s:
22 (1 ) A F D C  e rro r rates which resu lt from  Em p loym en t
23 D eve lopm en t D epartm en t adm inistration o f  w e lfa re
24 g ran t paym ents.
25 ~ (2 ) O verruns due to Em p loym en t D eve lopm ent*-
26 D epa rtm en t adm inistration against cost con tro l  ̂p lanA
27 which a re  established by the S~tate D epa rtm en t o f  Socia l
28 Services and which are binding upon the counties.
29 (3 ) Amy fa ilu re  in the o v e ra ll adm in istration o f  the
30 p ilo t p ro jec ts by the Em p loym en t D eve lopm en t
31 D epartm en t.
32 <4*y-
33 (d ) T h e  p ro g ra m s  a u th o r iz e d  u n d e r  th is s e c t io n  shall
34 b e  m o n ito r e d  o n  a c o n t in u in g  basis b y  th e  d e p a r tm e n t
35 a n d  th e  A u d i to r  G e n e ra l. N o  la te r  th a n  D e c e m b e r  1,
36 1984, th e  A u d i to r  G e n e r a l  shall s u b m it  a report: to  th e
37 L e g is la tu r e  e v a lu a t in g  th e  resu lts  o f  th e  p ro g ra m s . T h e
38 re p o r ts  shall sp e c if ica lly  address w h e th e r  fu tu r e  to ta l
39 se p a ra tio n  o f  p a y m e n t  system s b e tw e e n  n o n e x e m p t
40 A F D C  r e c ip ie n ts  a n d  a p p lica n ts , a n d  v o lu n te e r s ,  a n d
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i t  O n e  p r o g ra m  
o r  m e d iu m  s ize  
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(  CO to 11310, 
is n e d  in  a sm all 
i W IN  p ro  gra in , 
se c  d o n  shall b e  
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i g  w ith  S e c t io n  
tm en t sh a ll, w ith 
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e x e m p t A J F D C  r e c ip ie n ts  w h o  do  n o t  reg is te r  w ith  th e  
d e o a r tm e n t  is co n s id e r e d  feas ib le  a n d  e ffica c io u s .to

f  ̂\

(e ) T h is  s e c t io n  shall re m a in  in  e f f e c t  o n ly  u n til  J u n e  
30, 1985, a n d  as o f  th a t d a te  is re p e a le d , un less a la te r  
e n a c te d  s ta tu te , w h ich  is c h a p te r e d  o n  o r  b e fo re  J u n e  30, 
1985, d e le te s  o r  ex ten d s  s u ch  dace.

11333. T h e  d e p a r tm e n t  shail s u b m it  by F e b r u a r y  1 c f  
e a ch  year, a r e p o r t  to th e  L e g is la t iv e  A n a ly s t d e ta ilin g  
th e  p e r fo rm a n ce  a n d  sta tus  o f  th is p ro g ra m . T h is  a n n u a l 
r e p o r t  shall m e e t  th e  r e q u ir e m e n ts  o f  S e c t io n  5202 o f  th e  
U n e m p lo y m e n t  In s u ra n ce  C o d e .  T h e  L e g is la t iv e  .Analyst 
sh a ll c r i t iq u e  th e  r e p o r t  s u b m it te d  to h im  b y  th e  
d e p a r tm e n t  a n d  shall s u b m it  his f in d in g s  to th e  
L e g is la tu re  o n  o r  b e fo r e  A p r i l  1 c f  e a ch  yea r. 
C o m m e n c in g  w ith  1982, th e  r e p o r t  shall e s tim a te  n e t  
e x p e n d itu re  re d u c t io n s  r e a s o n a b l y  a ttr ib u ta b le  to th e  
o p e ra tio n  o f  p ro g ra m s  u n d e r  th is a rtic le .

11334. C o m m e n c in g  w 'th  fisca l y ea r  1982—83, th e  
G o v e r n o r ’s B u d g e t  s h . r e p o r t  n e t  e x p e n d itu re  
re d u c t io n s  rea son a b ly  a tt. m u ta b le  to th e  o p e ra tio n  o f  
p ro g ra m s u n d e r  th is a r tic le , a n d  shall r e c o m m e n d  a 
p o r t io n  o r  all o f  s u ch  sav ings to b e  r e in v e s te d  to fu r th e r  
th e  in te n t  o f  this a c t  a n d  to e n h a n ce  e m p lo y a b ili ty  
se rv ice s  to re c ip ie n ts  r e f e r r e d  to p ro g ra m s  u n d e r  
S e c t io n s  11329 a nd  11330.

S E C  3. N o tw ith s ta n d in g  S e c t io n  2231 o r  2234 o f  th e  
R e v e n u e  a n d  T a x a tio n  C o d e  a n d  S e c t io n  6 o f  .A rticle  
X I I I  B o f  th e  C a lifo rn ia  C o n s t i tu t io n ,  n o  a p p ro p r ia t io n  is 
m a d e  b y  this a c t  p u rsu a n t to th e se  se ctio n s . It  is 
r e co g n iz e d ,  h o w e v e r ,  th a t a lo ca l a g e n cy  o r  s ch o o l 
d is t r i c t  m a y  p u rsu e  any  re m e d ie s  to o b ta in  
r e im b u r s e m e n t  a va ilab le  to it u n d e r  C h a p t e r  3 
( c o m m e n c in g  w ith  S e c t io n  220.1) o f  P a rt 4 o f  D iv is io n  1 
o f  th a t co d e .

O
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and Proposal

Transmitted herewith is a proposal for a State Employment and Training 
Pol icy, including background information, issues involved, goals and- 
expectations, and a plan of. action to develop and implement that 
policy* This information is presented pursuant to your memorandum of 
July 31, 1931 and subsequent telephonic discussions indicating the 
Governor's interest in including this subject in his policy agenda.

/
Discussions have been held with the Commissioners of Education, Health 
fi Social Services, Community and Regional Affairs, ancl Commerce anti 
Economic Development, or their representatives, with regard to the 
approach we are taking. Under the proposal, these Commissioners would 
serve on a cabinet level task force t.o spearhead, thq policy development. 

'Those contacted "have indicated that tkov-.support the development of a 
policy on this subject.

We are prepared to proceed with the policy development activities as 
outlined upon being advised that the Governor has approved doing so and 
lias designated a cabinet level task force as suggested.

cc: Charles R. Webber, Commissioner
Commerce and Economic Development

Helen D. Reirne, Commissioner 
Health & Social Services

Lee McAnerney, Commissioner
Department of Coiimunity & Regional Affairs

Marshall L. Lind, Commissioner 
Department of Educalion

Jay Barton, President 
University of Alaska

James Souby, Director
Division of Policy Development and Planning 
Office of the Governor



• STATE OF ALASKA 

EMPLOYMENT AND TRAINING POLICY

BACKGROUND' . • - - ' ■ ' * ‘ ,

A uniform approach to labor force development is necessary for residents of 
Alaska to realize the full benefits of economic development in the state, 
such- as natural resource development, agriculture and capital projects. Further, 
an overall approach including both rural and urb3n settings is essential if these 
same benefits are to be available to all Alaskans. A competent labor force will 
provide an economic alternative to an outside labor supply thereby presenting 
the opportunity to deal with local hire problems without the necessity for pre­
ference legislation of questionable constitutionality.

Largely through federal programs, there now exists a wide variety of efforts in 
the manpower field with an accompanying maze of federal regulations and funding 
patterns. The resulting proliferation of delivery systems has led to overlap, 
duplication, gaps and serious inconsistencies. A statewide assessment of employ­
ment and training programs, measured against current requirements as well as the 
economic development probabilities in Alaska, is a prerequisite to the implemen­
tation of a statewide employment and training policy.

A strong employment and training policy is an integral part of a healthy and 
growing economy. It is of equal importance to and a part of natural resource (  
development, taxation and economic regulation. This policy must be considered 
frail a basic economic approach rather than from the social viewpoint. An eco- • 
nomic approach is based on the need and the opportunity to work. A comprehen- ' 
sive policy recognizes this need and, through an effective labor exchange mechan­
ism, provides the access to employment opportunities. This labor exchange function 
is essential to the job ready as well as to those who have completed training.
The current situation results in imbalances between labor supply and demand which 
will grow rather than abate within the economy if not addressed by a consistent 
policy approach.

This paper presents the goals to be addressed in a policy, identification of 
issues surrounding policy areas; a statement of expectations; and a proposed plan 
of action for development and implementation of an employment and training policy.

ISSUES -

The State must define its role in employment and training activities in Alaska. 
While existing federal resources should be fully utilized, the state should not 
allow the federal government to dictate the scope and direction for employment 
and training programs. In light of reductions in federal funding and with the 
high visibility of state revenues, increased demands will be made on state re­
sources to continue funding for existing employment and training programs.
State needs, not federal resources, should guide prograin operations in Alaska.



No single State agency has responsibility or authority for meeting the total 
employment and training needs of the state. In addition to the University 
of Alaska, Alaska currently has three principle State departments engaged in 
employment-and training functions; Labor, Education and Community and Regional 
Affairs. Each has its clientele and principle areas of focus, scope, and fund­
ing, with varying degrees of overlap. Coordination of operations is difficult, 
since each program is targeted toward individual objectives without concern 
for the overall needs of the Alaskan labor force.

A sizeable segment of the Alaska work force is unable to fully and equitably 
participate in employment activities occurring with the State. Barriers to 
participation include lack of access to information regarding jobs or train­
ing opportunities, lack of requisite skills and the high cost of worker 
mobility.

While the present employment and training programs generate useful information, 
additional information is needed for developing and delivering viable employment 
and training programs supporting private sector requirements.

GOALS .' :

1) To direct the activities of ail State agencies engaged in employment
and training services through establishment of goals and objectives.

2) To identify those employment and training activities most beneficial
to Alaskans, and to direct activities so that duplication is avoided 
and services are provided as needed.

3) To design criteria for continuing re-evaluation of the goals against
dynamic state needs.

4) To design methods to measure program performance against established
objectives.

5) To use employment and training resources in the most cost-effective
manner. .

f>) To insure that State policy and actions regarding economic development
and infrastructure .investments by the state are consistent with employ­
ment and training policies.

7) To provide opportunity for Alaskans to become competitive in the labor
market, thereby making preference legislation unnecessary.

8) To increase participation by the resident work force in State funded
capital improvement projects.

9) To ensure that an adequate supply of skilled workers exists to provide
a qualified resident work force for employers in the state.

10) To assure that vocational education programs are consistent with the
reality of the labor market.

11) To reduce the social services cost to the State by assisting individuals 
achieve economic independence.



EXPECTATIONS

A comprehensive State employment and training policy will:

1) provide guidance to employment, training, and vocational education 
programs for planning and operation of their programs, whether

• federally funded or State funded. ' .

2) provide an economic alternative to preference legislation.

3) provide a framework within which a viable labor exchange can be maintained
supplemented by services to the unskilled or underski1 led.

4) provide coordination to insure that employment and training efforts mesh 
with economic development/job creation efforts.

5) provide a framework within which personnel of the various departments as
well as personnel of the-Governor's Office can review and respond to pro­
posed expenditure of State funds which impacts the employment and training 
areas. • ;

6) reduce the imbalances between labor supply and demand.

'/) improve equity of access to vocational education/training and employment.

0) increase availability of a qualified labor force to support all segments <
of industry.

9) improve the availability and use of labor market information.

PLAN OF ACTION

To further the development and implementation of a statewide employment and
training policy that identifies the needs of the citizens of the state, ana
guides and directs the State-funded services and activities of agencies and
organizations it is recommended that the Governor:

1. Designate a policy task force chaired by the Commissioner of Labor 
and including the Commissioners of the Departments of Commerce and 
Economic Development, Community and Regional Affairs, Health and Social 
Services and Education, and representatives from the Governor's Office and 
the President of the University of Alaska.

2. Charge this task force with the development of the appropriate role 
of State government in solving Alaska's labor supply and demand 
problems. •

3. Authorize the designation by the task force of a working group at a Division 
Director's level, supported by their respective staffs to implement the 
desired policy.

4. Provide for review and comment by representatives of employers and employe re­
groups, organized labor, education/training/employment service providers.
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