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Periodic Reviews of State Program Implementation

Implementation of
LAO Proposition 99
An Overview

EXECUTIVE SUMMARY

Proposition 99 (November 1988), the Tobacco Tax and Health Protection Act, established
a new surfax on cigareites and tobacco products, thereby generating aboutf $ 1.5 billion in
new revenues for expenditure in 1989-90 and 1990-91. Assembly Bill 75 (Ch 1331/89,
Isenberg) allocated the vast majority of these funds. Our review suggests that the major
depariments responsible for the implementation of AB 75 have generally made reasonable
progress in the past two years in implementing the health services and health education
programs the act established, although some programs are slill experiencing delays in
payments or are underutilizing the funds that are available. Our review also indicates that
there are currently litle data available with which to evaluate the effectiveness of programs.

The Legislature faces several majorissues related to Proposition 99. Specifically, AB 75 will
sunset June 30, 1991, requiring choices to be made regarding the allocation of Proposition
99 funds beginning in 1991-92 — before evaluations of Proposition 99 funded programs are
available. The options for addressing these issues depend on whether legislative funding
priorities are the same or have changed since AB 75 was enacted. For example, the
Legislature could confinue existing programs by extending AB 75°s sunset date.

On the other hand, the Legislature could pursue a new course by shifting health services
funds fo other health services programs. In light of the proposed realignment of public health
and indigent care programs, for example, the Legislature may wish to allocate AB 75 funds
for specific services it wants fo assure are provided (such as preventive or oulpdatient care).
Alferndtively, funds could be targeted to a specific population such as ch:ldren fo establish
comprehensive children’s health serv:ces

The Legislature could also pursue a new course by shifting health education funds to
health services programs or vice versa. For example, it could provide some level of funding
for a specific priority — such as children’s health services — while continuing fo fund (af a
higher level than proposed in the Governor’s Budget) ongoing health education programs.

In addition, we believe the Legislature in the long term should structure Proposition 99
programs so that program demands can be met recognizing the projected decline in this
revenue source.

Leglslc:hve Ancxlys‘r s Offlce S » ‘
Elizabeth G. Hill, Legislative Analyst May 24, 1991
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INTRODUCTION

InNovember 1988, the voters approved Propo-
sition 99, the Tobacco Tax and Health Protection
Act, which established a surtax of 25 cents per
pack on cigarettes and an equivalent amount on
all other tobacco products sold in California.
Proposition 99 provides a major new funding
source — over $500 million annually — for
health services, health education, tobacco-re-
lated research, and natural resources programs.

In this analysis, we focus primarily on how
‘Proposition 99 has been implemented over the
pasttwo years and devote particular attention to

the health education programs established in
the Department of Health Services (DHS) and
the State Department of Education (SDE). Spe-
cifically, we (1) provide a brief background on
the provisions of Proposition 99 and how it has
been implemented; (2) review the 1991-92
Governor’s Budget proposal for using Proposi-
tion 99 funds; (3) provide a status report on
programs established by AB 75, which allocated
90 percent of Proposition 99 funds in 1989-90
and 1990-91; and (4) identify some of the major
decisions currently facing the Legislature re-
garding Proposition 99.

WHAT DID PROPOSITION 99 REQUIRE?

The tobacco surtax went into effect on Janu-
ary 1, 1989. Proposition 99 requires that rev-
enues from the surtax be deposited in the Ciga-
rette and Tobacco Products Surtax Fund (Cé&T
Fund) established by the act, and allocates speci-
fied percentages of the fund to six accounts. The
act further requires that revenues allocated to
the six accounts be spent for specified purposes,
and requires all funds to be used to supplement
current services, not to fund existing service
levels.

Figure 1 identifies (1) the six accounts, (2) the
specified purposes for each account, (3) the per-
cent of surtax revenues required for each ac-
countunder the act, and (4) the percent of surtax
revenues allocated to each purpose under the
Governor’s proposed 1991-92 budget. (In order
to change the specified allocations to each ac-
count, or the purposes for which funds in each
account may be spent, Proposition 99 requires a
four-fifths vote of the Legislature.)

HOW HAS PROPOSITION 99 BEEN IMPLEMENTED?

During 1989 and 1990, the Legislature and the
voters took several actions to provide for the
expenditure of Proposition 99 funds. These ac-
tions are described below.

Health Services and Healih
Education Programs

Assembly Bill 75 (and subsequent clean-up
legislation) allocated revenues for 1988-89, 1989-
90, and 1990-91 from the Hospital Services, Phy-

sician Services, Health Education, and
Unallocated Accounts to establish a variety of
new health programs and to expand existing
health programs. These programs include the
California Healthcare for Indigents Program
(CHIP), a variety of anti-smoking education
programs, expanded eligibility for perinatal care
through Medi-Cal, and expanded eligibility for
children’s medical examinations through the
Child Health and Disability Prevention (CHDP)
Program.
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and Governor 'S 1991-92 Budget Proposal

Percent of Proposlﬂon 99
Surtax Revenues for Each Purpose

Health Education - Preventron and reductlon of tobacco use, pnmanly
‘ ‘ among children, through school and commumty

~ health education programs. S 20% 12%P

To pay hospltals for the treatment of patrents who
cannot afford to pay themselves; and for whom
- -payment will not be made through private medical
‘ coverage or federally funded programs , 35 - o ‘35

Hospital Services -

Physician Services .To pay physrcrans for medical care servrces provided
s .~ "/ to patients who cannot afford to pay, and for whom -

- payment will not be made through private fnedical - : S
-_.coverage or federally funded programs. .10 - ¢ 10

Public Resources - To be equally divided between programs that

. Lo -(1) protect, restore, enhance, or maintain fish, .

waterfowl, and:other wildlife habitat areas and
(2) improve state and local park land reoreatlon '

_ N fesources. . . , o 5 » 5
Research - To fund tobacco-related dlsease research. .5 . s
‘Unallocated” - ‘May be iised for any of the specific urposes - ‘ ‘

described above. Proposition 117 (the e “Mountain -
Lion Initiative,” June 1990) requiires that 10 percent.
of Unallocated Account funds be- transferre ‘to the .

Habitat Conservatro “Fund SRS

‘a Pencentages shown are approximahons as estrmated by’ the Leglslatlve Analyst based on the 1 991-92 Governors Budget proposal of January 1 991
osited into the Health Education Account and that funds in this account be used for

" bProposition a9 requrres that 20 percentof surtax revénues bed
health education programs. Thus, we assume that 20 percent of Proposition 99 funds are to be used for health education purposes. This means that if
the Legislature wishes to adopt the Goverrior's proposal, it has two options: (1) chan o the percenra%e required to be aliocated to the Health Education
Account or (2) change the purposes for whrch Healt Eduwtron Aecount funds must  used. Both of these optlons requare a four-frﬂhs vote per the
provisions of roposmon 99.

e For purposes of illusrratlon that pomon of the proposed pennatal insurance. pnogram funded from the Health Educatlon Account in the' 1991202
" Govefmor's Budget is included under purposes for which Unallocated Account funds are appropriate. A combination of Hospital Services Account,
Physucnan Servrces Account; and Unallocated Account funds may also be an alternanve means of allocatrng funds forthe permatal insurance program

 Research and Public
| Resources Programs

The 1 989 and 1990 Budget Acts allocated funds
" available in the Research and Public Resources :

Accounts to various programs; including to-
bacco-related research at the University of Cali-

- fornia and habitat conservation projects. Propo-
sition 117 (the “Mountain L1on Imtratlve”) ap—. ,
‘proved by the voters in ]une 1990, requires a
. transfer of 10 percent of Unallocated Account -

revenues. to a new Habltat Conservatlon Fund

(HCP for funding wildlife habitat-related pro-

- grams. It also requires that the HCF be funded -

- atalevel of $30 million annually. (This $30. mil-. .
' honannualappropnauoncanbefundedthrough ;
_ a variety of sources, including Proposition 99 - - .~
" funds, the General Fund or avallable bond C

funds )

- Legislative Analyst's Office




Major Risk Medical Insurance
Program (MRMIP)

Chapter 1168, Statutes of 1989 (AB 60,
Isenberg), established the MRMIP and trans-
ferred funds from the Hospital Services, Physi-
cian Services, and Unallocated Accounts to de-
velop and implement the program in 1989-90
and 1990-91. Chapter 1168 also continuously
appropriates $30 million annually from the
Unallocated Account, beginning in 1991-92, to
fund the program.

As discussed further below, AB 75 sunsets on
June 30, 1991. Thus, decisions need to be made
regarding how Proposition 99 funds will be
used in 1991-92. At the time of this analysis, the
Assembly Oversight Committee for Tobacco
Tax Programs and the Senate Task Force on
Tobacco Tax Program Oversight are holding a
series of hearings on various Proposition 99
issues, including options for funding allocations
in 1991-92.

WHAT IS THE GOVERNOR PROPOSING FOR 1991-92?

Figure 2 identifies the highlights of the.

Governor’s proposals for 1991-92 based on the
January Governor's Budget. The budget pro-
poses total Proposition 99 related expenditures
of $584 million in 1991-92. This is a reduction of
$96 million (14 percent) from the current-year
expenditure level of $679 million. The proposed
reduction results primarily from an artificially
high current-year total, which included a signifi-
cant amount of unspent funds carried over from
1989-90.

As Figure 1 indicates, the Governor’s Budget
proposal is generally consistent with the alloca-
tion requirements of Proposition 99 except with
respect to the Health Education and Unallocated
Accounts. The Governor’s Budget proposes tc
reduce funding for health education programs
(including SDE programs) by about $89 million
while providing about $50 million in Health
Education Account funds for a proposed
perinatal insurance program. (Total funding for
the proposed perinatal insurance program would
be $90 million — including about $25 million
from the Hospital Services Account and $15 mil-
lion from the Physician Services Account.) This
proposal would require approval by four-fifths
of the Legislature since it does not fulfill the
requirements of Proposition 99 regarding the
distribution of funding across the various pro-
gram categories.

Figure 2

Estimated Proposition 99 resources available
or expenditure in 1991-92 total $611 million.

Budget proposes $584 million in expenditures
or 1991-92. -

Proposed budget is 14 percent below current-
year level, primarily because $104 million in
carry-over funds are no longer available.

7] Proposed budget reduces funding for health
2 education programs by $89 million and funding
for the California Healthcare for Indigents Pro-
gram by $90 million.

1 The budget proposesto establishanew perinatal
nsurance program at a total cost of $90 million.

« Based on the January Governor's Budget.

Since Proposition 99 requires a certain per-
centage of revenues to be deposited in each
account, and specifies the purposes for which
fundsin each account must be spent, we assume
that the revenues in each account must be spent
on the specified purposes. This means thatif the
Legislature wishes to adopt the Governor’s pro-
posal, it has two options: (1) change the percent-
age of revenuesrequired tobe deposited in each
account or (2) change the purposes for which
funds in each account must be used. Both of
these options require a four-fifths vote, per the
provisions of Proposition 99.




Figure3(nextpage)displays the dollaramount

- of Proposition 99 resources and their distribu-
tion in 1989-90 and 1990-91, as well as expected

resources and the Governor’s proposed distri-
bution for 1991-92. Below we discuss in detail
the resources and expenditures proposed for
thebudget year. Figures4and 5(page 7) provide
highlightsregarding revenues and expenditures.

How Much Money Will be

Avculable in the Budget Year?

. As shown in Figure 3, the January Governor's
‘Budget estimates that tobacco surtax revenues

will total $547 million for the current year. This
amount is $26 million, or 4.5 percent, below
actual revenues in 1989-90, and is based on a
decrease in per-capita cigarette consumption of
5.3 percent in 1990-91. For 1991-92, the budget

estimates that surtax revenues will total -

$531 million, based on a projected further de-
cline of 4.8 percent in per-capita cigarette con-
sumption. This amount is $16 million, or about
3 percent, below estimated current-year rev-
enues. (Because the budget expects population
growth to partially offset reduced per-capita

~ sales, the estimated declines in revenues are not

as great'as projected declines in per-capita ciga-
rette consumption.)
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For both 1990-91 and 1991-92, the projected

* rate of revenue decline reflects a more rapid

decline in consumption than the average an-
nual pre-surtax decline rate of 3.6 percent from
1982-83 through 1987-88. The major reasons for
the anticipated faster decline in smoking in-

_clude increased educational efforts to reduce

smoking, additional restrictions on smoking in
public places and work areas, higher cigarette
prices due to the new federal cigarette excise tax
increase of 4 cents per pack that became effec-
tive January 1, 1991, and the higher state excise
tax established by Proposition 99. :

Over the longer term, surtax revenues are
expected to gradually diminish further. Based
on (1) the Department of Finance’s estimates for
current-year surtax revenue and its projections
for population growth and (2) an assumption
that the decline in per-capita cigarette sales
continues at roughly 3 percent annually, we
estimate annual surtax revenues will drop to
around $486 million by 1994-95 (a 9.3 percent
reduction from their 1991-92 level). Further-
more, to the extent that health education pro-
grams succeed in reaching the goal of AB 75 to
reduce tobacco consumption by 75 percent by
1999, the decline in revenues could be 51gmf1—
cantly more than pro]ected

“The Governor’s Budget proposes to reduce

funding for health education programs by

about $89 million while providing about $50

million in Health Education Account funds

for a proposed perinatal insurance program.

(Total funding for the proposed perinatal

insurance program would be $90 million.)

This proposal would require approval by
four-fifths of the Legislature.”

" Legislative Analyst's Office




Pageé

Figure 3

(dollars In thousands)

Revenues from surtax ?
Interestincome

Carry-over from previous year
Appropriation per Ch §1/90

Totals

Estimated
+:1990-91
$572,844 $546,800 $531,100 ) -$15,700 -2.9%
32,763 28,600 18,400 -10,200 -357
329,169 165,725 61,842 -103,883 -62.7
4,270 — - — —
$939,046 $741,125 $611,342 -$129,783 -17.5%

AB 75 programs

Department of Health Services
California Healthcare for Indigents Program (CHIP)
County capital outlay
Uncompensated care assistance

. County data systems
Clinics
Children's hospitals
Rural health services
County Medical Services Program (CMSP) expansion
Child Health and Disability Prevention (CHDP)

Program expansion ‘

CHDP dental services in CMSP counties
Health education programs
Expansion of Medi-Cal perinatal services
Reinsurance Account
Administration

Subtotals

Department of Mental Health ®
Office of Statewide Heatlth Planning and
Development (OSHPD) admiinistration
State Department of Education:
Local assistance
Administration

Totals, AB 75 programs

Otherprograms
Board of Equalization tax collection
Major Risk Medical Insurance Program {(MRMIP)
Perinatal insurance program
Immunizations
Transfers to habitat funds
Resources programs
University of California (UC) research program
Pro rata charges

Totals, all programs
Resarve carried over to next fiscal year °
Amount needed for a 5 percent reserve |

Difference between proposedreserve and
a 5 percent reserve-.

$336,492 $315,854 $226,304 -$89,550 -28.4%
82,088 — —_
61,931 — - — —_
10,000 — — —_ —
19,719 18,265 13,324 -4,941 -27.1

2,000 1,896 1,422 -474 =250
6,972 6,542 4,173 -2,369 362
0,954 9,918 9,918 — —
8,337 29,748 42,635 12,887 433
— 1,000 —_ -1,000 -100.0
53,219 99,465 30,000 -69,465 698
11,890 24, 155 3,190 -20,965 -868
1,000 —_ —
7,455 9,657 5, 792 -3,865 -40.0

$611,257 $516,500. 3336753 -$179,742 -34.8%

35,000 30,000 40,000 10,000 333
225 452 474 22 49
35,098 35,100 15,100 -20,000 -57.0
605 911 200 -1 1.2
$662,180 $562,963 $393,232 -$189,731 ~32.5%
1,068° 468 447 -21 -4.5
18,652 — 30,000 30,000 —
— — 90,000 90,000 —d
3,833 2,967 - -2.967 -100.0
- 14,858 23,355 8,497 572
26,665 46,078 19,791 -26,287 -57.0
40,923 31,949 26,852 -5,097 -16.0
— —_ 11 1 —d
$773,321 $679,283 $583,688 -$95,595 -14.1%
165,725 61,842 27,654 -$34,188 -553%
29,184
-1,530

(-2

-0 Qo

Revenue estimate for 1991-92 differs from the January Governor's Budget, which includes a technical error adding $47 miliflon for a one-time accrual adjustment to 1991-92

revenues. Proposition 99 revenues are already accotinted for on an accrual basis, making an adiustment in the budget year inapproptiate.

Estimated expenditures are actually $25 million for 1988-90 and $40 mitlion for 1990-91; however, the numbers shown here reflect the original appropriations and are consistent with
1

the Governor's Budge
1989-90 figure includes 1988-89 expenditures.
_Not a meaningful figure.

The 1991-92 reserve s equivalent to 4.7 percent of proposed expenditures.

Calculated by taking 5 percent of proposed 1991-92 expenditures.

Legisiative Analyst's Office
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Interest Income

* Figure 3 shows that the January Govenor's

Budget reflects interest income of $33 million in -

1989-90, $29 million in 1990-91, and $18 million
in the budget year. This interest income Tepre-

sents earnings on the balance of funds in the
- various accounts established by Proposition 9
: pnor to when they are expended

Carry-Over from Pnor Years

The ]anuary Governor 5 Budget reflects

| $62 million in funds that- ‘will be unspent in
1990-91 and therefore carried over into the bud- -

get year. This amount is $104 million less than
the amount carried over from 1989-90 into the

current year. As noted above, this reduction in-
carry-over funding is the major reason that pro-

grams cannot be maintained at current-year

levels in 1991-92, even.in the abSence of the

Governor s proposal to change program alloca-

~tons.

Revenue Adjustmenfs

The Govemor’ s Budget mcludes $47 mﬂhon in

;accrual adjustments in its 1991-92 revenue esti-

mate. However, the Department of Finance has
since determined that this accrualad]ustment is

not appropriate, because Proposition 99 rev- .
enues are already accounted for on an accrual
’basis. The data in Figure 3 reflect this correction.

What are Proposed o
Expenditures in the Budget

Year?

= _Figure 3 det‘ail's‘Propositiorr 99 expénditlires ‘
for 1989-90and 1990-91, and thebudget’s spend-

ing plan for Proposition 99 funds for 1991-92

,based on the January Governor 's Budget.

Heolth Servrces and Health Educahon

Programs .

Assembly Bill 75 estabhshed the spendmg

plan for funds in the Health Services, Physician

Proposition 99Expenditure Estlmates &

Flgure 4 ,
Proposition 99 Revenue. Estimates |

Budget estimates $531 mllhon in revenues for
1991-92, a decrease of $16 million (3 percent)
from the current year. The decline is due to the
net effect of population increases offsetby a 4.8 -
percent decrease in per-capita cigarette con-
sumptron

Based on - historical . trends cigarette tax: rev-
= enues will decline by a cumulative total of $45
mrlhon (9 percent) from 1091-92 through 1994-

.If health education Erograms meet the AB 75 -
goal of reducing tobacco:consumption. by 75
peroent by 1999, revenues cotld decrease signifi-

' cantly more than prolected ,

Services, Health Educatlon arrd Unallocated

Accounts for both the current and budget years.
(In the next section, we describe the implemen-
tation of programs supported by these funds.)
The 1991 Budget Bill includes funds for state
administration of Proposition 99 related pro-

grams, but does not include funds for most of

the actual programs (which the administration

proposes be funded through separate leglsla-~

tlon)
The Governor's proposal mcludes $393 mil-

lion in funding for AB 75 programs. This is a -

$190 million (33 percent) reduction from cur-

rent—year expend_ltures The largest proposed :

Flgure 5

.Proposed AB 75 expendltures for health educa- -

tion and health services programs are ‘$393
. million, a $190 million. (33 percent) reductlon‘
from current-year expenditures. -

f The reduction in AB 75 programs primarily re-
flects declinesin available tobacco tax resources
and increases in two non-AB 75 programs -- the
‘Major Risk Medical Insurance Program and the
proposed pennatal insurance program.

The Iargest proposed reductions are in the Cali-
fornia Healthcare for Indigents Program ($90
million decrease) and health educatlon programsv
- ($89 million decrease). r

Funding for natural resources and habitat pro-

*.grams is proposed at $43 million in 1991-92, or
g18 million below current-year levels due to the

~decrease in available reserves. ‘

Legislative Analyst's Office




reductions are in the CHIP ($90 million) and
health education programs ($89 million). This
reduction primarily reflects (1) the decline in
resources available for Proposition 99 funded
programs in the budget year and (2) increases in
twonon-AB 75 programs — the MRMIP and the
proposed perinatalinsurance program. Asnoted
previously, the Governor’s proposal would re-
quire a four-fifths vote by the Legislature since
it does not fulfill the requirements of Proposi-
tion 99.

Public Resources Programs

The current-year spending plan for resources
programs totals $61 million. This includes (1)
expenditures of $46 million from the Public
Resources Account for one-time projects and
some continuing support costs in various state

agencies and (2) transfers of $15 million to habi-

tat programs, primarily the HCF established by
Proposition 117. The budget proposes 1991-92
spending totaling $43 million, including (1) ex-
penditures of $20 million from the Public Re-
sources Account for purposes similar to the
purposes funded in the current year and (2)
transfers to the HCF totaling $23 million to
implement Proposition 117.

The proposed allocation of Public Resources
Account funds is consistent with the Proposi-

tion 99 requirement that 50 percent of the funds
be allocated to habitat programs and 50 percent
to state and local park and recreation resources.
The reduction in funding for resources pro-
grams is primarily due to a decrease of $18 mil-
lion in available funds resulting from spending
down carry-over balances in the current year.

Research Programs

The 1990 Budget Act appropriated $32 mil-
lion from the Research Account to support re-
search at the University of California and for the
DHS to analyze data from the cancer registry.
The 1991 Budget Bill proposes $27 million to
continue these expenditures. The University of
California recently released its 1989-90 progress
reporton the Tobacco-Related Disease Research
Program, in whichitdetails a total of $68 million
in grant awards for 189 projects to date (includ-
ing 1988-89 and 1989-90 funds). Most of the
awards were for multi-year projects.

Reserves

The budget proposes carrying over into 1992-
93 a total reserve of $28 million (4.7 percent). Of
this amount, $11 million is in the Health Educa-
tion Account.

WHAT HAS BEEN ACCOMPLISHED
SO FAR WITH AB 75 PROGRAMS?

Figure 6 (beginning on page 10) provides de-
tail on the status of AB 75 programs. Below we
highlight several of the larger programs estab-
lished by AB 75, and focus specifically on the
health education programs proposed for reduc-
tion in the Governor’s Budget. Generally, the
major departments involved (the DHS and the
SDE) have made reasonable progress in the past
two years in implementing both the health edu-

Islahve Analyst's Office

cation and the health services programs funded
through AB 75, although some programs are
still experiencing delays in payments or are
underutilizing the funds that are available. Our
review also indicates that there are currently
little data available with which to evaluate pro-
grams’ effectiveness in achieving their stated
objectives.
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Cdlifornia Healthcare for
Indigents Program (CHIP)

Assembly Bill 75 appropriated about $336
million in 1989-90 and $316 million in 1990-91
to support the CHIP. Assembly Bill 75 requires
that CHIP funds be distributed to the 26 coun-
ties participating in the Medically Indigent Ser-

“vices Program (MISP) based on specified per-

centage shares. (The MISP provides state funds
to counties for providing health services tomedi-
cally indigent adults.) The DHS reports that all
26 counties have received full CHIP allocations
with theexception of Los Angeles County, pend-
ing an appeal of its 1989-90 CHIP application.

The Hospital Services Account funds ($200 mil-
lion in 1989-90 and $189 million in 1990-91) are

~ divided into county hospital and noncounty
~ hospital portions within each county based on
- each group’s share of uncompensated care costs.

The county hospital portion may be used for
county hospital services or noncounty hospital
services, as determined by the county. Fifty
percent of the noncounty hospital portion is
allocated directly to those hospitals based on
uncompensated care data. The remaining 50
percent is available to maintain access to emer-
gency care and to purchase other necessary
hospital services for medically indigent per-

sons.

The Physician Services Account funds ($41 mil-

lion in 1989-90 and $38 million in 1990-91) pay

for unreimbursed physician services. Counties
must use at least 50 percent of the available

funds to pay for unreimbursed emergency ser-
vices. Assembly Bill 75 caps these reimburse-
ments at 50 percent of a physician’s losses.

- Counties may use the remaining funds to pay

for new contracts with physicians to provide
emergency, obstetric, and pediatric services in
noncounty facilities where service access is lim-
ited.

“The DHS indicates that the Physician Services
Account funds are not being fully utilized. The

reasons for this include implementation prob-
- lems and claim reimbursement delays, and may

also include cumbersome reporting require-
ments imposed on physicians in order to re-
ceive payments.

The Unallocated Account funds ($95 million in
1989-90 and $89 million in 1990-91) are avail-
able at the county’s discretion to provide health
services for patients unable to pay and services
that are not covered by private medical insur-
ance or by fully or partlally federal-funded pro-
grams.

In order to receive CHIP funds, counties are
required (among other things) to (1) maintain at
least the level of county funds dedicated to
indigent care and public health services that
they had in 1988-89 (referred to as the mainte-
nance-of-effort requirement) and (2) submit
plans specifying their proposed expenditure of
CHIP funds. Counties are also required to sub-
mit cost reports detailing how funds were actu-
ally spent. These data are not yet available for
1989-90 or 1990-91.

The 1990 Budget Act reduced MISP funding
by $175 million (in addition to another $100 mil-
lion reduction that was expected to be offset by
federal State Legalization Impact Assistance

-~ Grant reimbursements). Anecdotal evidence

suggests that a large proportion of CHIP funds
isbeing used tobackfill this reduction, as well as
fund cost increases in counties’” indigent care
programs. Despite the Legislature’s actions giv-
ing counties the authority to raise new revenues
(jail booking fees and other revenues as autho-
rized by Ch 446/90 (SB 2557, Maddy)), there

- was uncertainty about the level and timing of

these revenues. This uncertainty and the actual
level of funds collected meant that these new
revenues were not generally available to offset
the MISP reductions. In many cases, this may
have left counties with no practical alternative -
but to backfill with Proposition 99revenues. Itis

- important to note that counties can bothbackfill
“and comply with AB 75 maintenance-of-effort
requirements.. Without Proposition 99 funds,

net county costs would most likely have in-
creased to even higher levels.

7'. Iysf’ Ice




California Healthcare for Indigents Program
(CHIP) ~ DHS

Provides additional funds to counties, hospitals, and physicians for
uncompensated care of medically indigent persons in counties
participating in the Medically Indigent Services Program {MISP).
Counties mag use CHIP funds to pay for child health and disability

prevention (CHDP) treatment mandated by AB 75.

CHIP funds are allocated monthly. The participal
26 cou ntie?Lha\f n'acei(\:/ed full funding with
exception of Los Angeles County, pending an app
of its 1989-90 CHIP application. {Los Angeles Cou
has raceived funding for 1990-91, however.)

Mental health services -- DMH

Provides additional fundingforcounty mental health programs, including
inpatient, outpatient, day treatment, crisis intervention, and case
management services.

Mental health services are provided in all 58 count
with partial support from Proposition 89 funds. Cou
allocations range from $465t0 $5.8 million depend
on county population, poverty levels, and the count
share of all state-allocated mental health resourc

Uncompensated care assistance -- DHS

Provided one—timefundinghin 1989-90 for uncompensated ca:;zdgiven
at couw and noncounty hospitals, as well as uncompensated care
provided by physicians.

All funds have been distributed.

CHDP Program expansion -- DHS

Extends CHDP Program eligibility to additional children, provides
additional medical examinations, and adds an anti-smoking education
component to CHDP examination.

Approximately 1.5 million children have been adc
to the eligible population for medical examinatio
Counties received funding to develop programs &
outreach materlals for minority preteens and tee
The DHS reports that as of February 28, 1991, ab
214,000 medical examinations had been providet
newly eligible children. y

Expanded Access to Primary Care
(EF/,\aPC) --DHS Y

Provides additional funds to primary care clinics for services provided
to parsons with incomes at or below 200 percent of the federal poverty
lavel, and provided one-time funds for clinic capital outlay projects.

One hundred sixty-five clinics are currently be
funded in 53 counties. The DHS indicates

. 315,000 EAPC-eligible outpatient visits were provic

in 1989-90.

Medi-Cal perinatal services expanslon —
DHS

Extends coverage for perinatal services to women with incomes
between 185 and 200 percent of the federal poverty level and covers
their infants up to one year of age.

The DHS estimates that the average number
persons par month who are eligible for services w
1,400 in 1989-90 and will be 2,800 in 1990-91.

Coverage under the 200 percent program was me
retroactive toOctober 1, 1989, Amultimediacampa
onthe expanded perinatal care servicesis schedu.
to begin in late spring 1991.

Thirty-seven counties have received funding
eligibility workers who are outstationed at clinics tl
serve large numbers of pregnant women.

County Medical Services Program (CMSP)
expansion - DHS

Expands the scope of services provided under CMSP and compensates
hospitals and physicians for emergency services provided to out-of-
county indigent patients.

Thirteer: dental clinics are currently being fundec
12 counties. Medical services, including podial
optometry, and audiology, have also been expand
under thefmgram. Funding has also been ma
available for services provided to undocument
rsons residing in CMSP counties. In addition, t
HS reports that as of February 15, 1991, paymel
to 34 hospitals in 17 counties had been made for o
of-county care.

Rural health services -- DHS

Provides additional funds to counties, hospitals, and physicians for
uncompensated care of medically indigent persons in counties

rticipating in the CMSP. Counties may use rural helath services
unds to pay for CHDP treatment mandated by AB75.

Thirty-two counties have received funding undert
program.

Legisiative Analyst's Office




" Anecdétal eviderice suggests thatalarge proportion of CHIP fundsarebeing used to backfill 1990-91 General Fund reductions in MISP and costincréases in counties’ Indigent

care programs. Counties can both comply with AB 75 maintenance-of-effort requirements and at the same time use CHIP funds to backfill. Without these funds; counties’
net county costs woild most likely have increased to even higher levals. B A : ’ :

The Department of Health Services (DHS) indicates that the MISP counties paid out smali amounts of funds to providers from tﬁe’ Physician Services Accbuht _}PSA) during

1989-90. The DHS anticipates that a significant PSA balance for.1989-80 will have to be reappropriated and that 1990-91 funds may also not be fully spent. This was due

primarily to implementation problems and claim reimbursement delays and backlogs. In part, these problems may alsobe duetocumbersome reporting requirementsimposed.

.on providers in order to receive payment; at least one county has required providers to tnake_ eligibility determinations before submitting patient claims.

. Anecdotal evidence suggests that CHIP funding which counties have put aside for CHDP treatment may not be fully stgent; As of mid-spring 1991, only 39 percent of 1989-
90 and 25 percent of 1990-91 funds allocated for treatment have been paid out to providers by the countles. 'Ih part, this may be due toinadequate foliow-up aftera CHDP
medical examination has been performed. Many counties have established a separate system for foliow-up treatment, which may exacerbate this problem.” No data'are
currently available on the number of children treated, however. ’ T o : o ' :

No information is available about effectiveness of Proposition 99 funded programs orfor what specific services counties are using Propoéition 98 funds. Itis likely that at least
some counties are using at least a portion of Proposition 99 funds to backfill 1990-91 General Fund reductions in mental health local assistance. : )

No problems were reported in the disbursement of funds to hospitals, Funds for"phyéiéian services may not have been fully spent.

For1989-90, the nurmber of additionai medical eXaminationspiovided (1 00,000) far excoededthe DHS'sinitial estimate of 25,000 for this period. Contlndedgr'ow(h inthe number
of exariinations is projected for both 1990-91 and 1991-92. C . aE E ‘ )

o

T

The number of EAPC eligibles was much largerthan anticipated by the DHS. In 1989-90, the program réimbursed 55 percent (about 173,000) of eligible EAPC outpatientvisits
at a fixed rate of $65 per visit. ’ o ; L : Lo ) - . =

]

because (1) phasing in the program resulted in reduced 1989-90 costs and (2) increased caseloads contributed to higher costs in 1990-91. acted caseload will continue

The DHS estimates that actusi expenditures will be about $12 million n 1989-90 and $24 millionin 1990-91. These numbers differ from the ?propriakib_n,'s in AB 75 primarily
ro
to increase if the program s continued in 1991-92. _

The DHS indicates thaf durinQ‘ 1,989-96, implementation deiays. a lack of awareness in counties about the expanded CMSP benefits, and delaysjreiated to establishing new
clinics led to lower than anticipated payments to providers. The DHS estimatés that approximately one-half of the 1989-90 appropriation ($4.9 million) will-have to be
reappropriated but that almost all of the 19890-91 -appropriation will be spent. A . ’ ] . C

Tweng-th re of the counties chose to contract back with the DHS to administer their PSA in 1989-90. In 1990-91, counties could also choose to contract back administration

§ of CHOP treatment services and thelr Hospital Services Account funds. Most counties are contracting back with the DHS for one or mare of these programs.

| The DHS reports that as of February 15, 1991, only seven of the participating counities had ggysiéians submitting claims, due primarily to Implementation delays arid problems

| with the claim reimbursement process. It is importarit to note that similar problems have been observedin thg CHIP (administered by counhe; 3 o
A

‘ Continued on nextpage
(@

" Legklative'Analyst's Office




School programs -- SDE

Cm ' saes hﬂdren s hospitals for ncom nsated care v»ded
to inggaent children. P pe P

Provides funds for various health education and tobacco information
activities designed 1o reduce tobacco use among school children.

The seven eligible facilities have used funds fc
variety of purposes, such as providing access
bone marrow programs and allergy/pulmon
programs, maintaining three primary and acute ¢
clinics to relieve emergency room overcrowding, :
praviding treatmentto CHDP-eligible children whi
costs are not covered by Medi-Cal.

Approximately $28million has been allocated throt

competitive grants toschool districts based on stud
enroliment ($6 per student). Roughly 70 percen
these funds have been used to train teachers :
purchase curriculum materials to teach student:
abstain from smoking. Funding was also m
available to 10 regional health centers to prov
technical assistance to school districts and scho
Another$6.4 million has baen allocated for innoval
projects to design new approaches to tobacco |
prevention.

Local government agency funding -- DHS

Provides funding to local agencies to develop and implement
community-based tobacco education and cessation programs.

All 81 city and county health departments
designated local government agenctes for toba
control. Each localagency has established acoalii
toguide tobacco control planning andimplementati
andtocoordinate with state- andlocal-level prograi

Competitive grants — DHS

Provides grants for tobacco-use prevention and cessation programs
aimed at high-risk persons and groups.

The DHS has awarded grants to 212 projects
provide services on a statewide, regional, ;
community basis. Grants arebeing fundedtop.

outreach to teens in fast food restaurants, vocat®
schools, andjuvenile halls; develop tobacco educal
materials for distribution to physicians and ot
health care providers; and for a variety of ot

purposes.

Media campaign -- DHS

Provides funds to increase public awareness of the health effects of
tobacco use. Thecampaign uses awide range of marketing methods,
including television, print and outdoor advertisements, and working
with communities at the local level.

One hundred sixty-five anti-tobacco advertiseme
have been produced and marketed in eight languac
As of December 1, 1990, these advertisements |
been placed on 147 radio stations, 69 televis
stations, 775 billboards and buses, and 1
newspapers — with 56 percent of the
advertisements targeted to ethnic minorities.

Data analysis and evaluation - DHS

. RAM;
County capital outlay -- DHS

Responsiblefor evaluating local, regional, and'statewide tobacco-use
prevention programs and providing technical assistance to local
programs.

Provided one-time funds to counties for
equipment acquisitions associated with the direct delivery of patient
cara. MISP counties received 90 percent of the funds, and CMSP
counties received 10 percent.

ital expenditures and

A baseline survey conducted in 1989-90 indica
there were 750,000 fewer smokers than expec
and that there is strong support for tobacco !
prevention education efforts. Efforts are underwa
expand the survey to focus on specific target grot
including youth and ethnic minorities.

AR

i

Forty-seven counties have received approval :
funding for their capital outlay proposals. Accorc
to the DHS, almost 60 percent of the funds were
projects related to inpatient services, another
percent supported projects related to outpat
services, and the remainder was for various of
purposes. About 41 percent was used for movez
equipment, while almost 20 percent was used
remodeling.

County data systems -- DHS

Provided one-time funds to counties to develop and implement
madically indigent care reporting systems.

Fifty-two counties submitted applications for func
the development of the data systems and have b
approved.

& Administering agencies referred to are (1) Department of Health Services (DHS), (2) State Department of Education (SDE), and (3) Department of Mental Health (DMF.
b Program status provided is as of mid-spring 1991, unless otherwise specified.

Legislative Analyst's Office
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' No'problems were reported in the disbursement of funds to these hospitals.

- | The SDE was unable to provide a detailed breakdown of school districts’ use of the competitive grant funds. Aﬁecdotal:ev.idence suggests miked succass in this program:
. {most schools probably use the funds appropriately, but some schools reportedly use the funds for other purposes. : ‘ :

1The SDE was unable to provide information on-how the innovative projects are progressing.

1 .
“Therewere delaysin providing paymentto localagencies becausethe majority of the required tobacco control plans were not completed and/orapproved until May 1990. These
Helays resuited, in part, because the DHS Is required to comply with détatled administrative procedures required by AB 75 and state contracting requirements. The DHS also
reported problems of coordination with the local agencies bacatse of their relative inexperience in tobacco controlactivities. Similardelays infundingfor 1990-91 have occurred.

IMost of the contracts between the DHS and Io@alagéncies extend until December 1 992;bonsequently,a budget-year reduction in these programs would not irﬁmedia!ely affect
:program implementation. i . ) ! A

‘There were initial delays in providing funding because the proposal process takes six to niné months to éomplele. Thus, contracts were not signed until SepterﬁberlOctober
iot 199,,‘(@19 DHS reports that grantees nieed technical assistance to implement their programs cost-effectively. AU

Most "33 contracts between the DHS and grant recipients extend until December 1992; consequently, a budget~jear ré&uction in these programs would not immediately
lftect program implementation. : . . ‘ ! )

Media surveys completed in November 1990 indicate that 78 percent of adult smokers and 86 percent of youth were aware of the advertising.
the DHS reports that the campaign was unable to tailor advertising for local programs bemus_elproduction had to be completed before local program needs were identified.

»ﬂnitial development, training, and implementation of the evaluation program took nine months. Since local programs were not fully opératlonal until the summer of 1990, itis
{0 early to measure the impact of these programs. Attempts to develop surveys to track the impact on target groups have been hampered by lack of adequate research staff.

i

Home countlesylnitially proposed to fund nondirect paﬁéni care capital projects (repaving hospital parking lots, for example). This led to delays in implementation and funding . |
vantil more appropriate proposals were submitted. ) ) o : :

}
]

| Zounties have expressed concem thatdata system development funding may not be sufficient and that the implementation time frame may be inadequate. Itis also unclear
W counties will pay for ongaing maintanance costs for their data systems. o k ‘

- Legislative Analyst's Office "




Mental Hedaith

Assembly Bill 75 appropriated $25 million in
1989-90 and another $25 million in 1990-91 for
community mental health services. Subsequent
legislation appropriated an additional $15 mil-
lion for these services between 1989-90 and 1990-
91. Of the total $65 million appropriated for the
two years, $35 million was allocated to all coun-
ties on the basis of a poverty/population for-
mula, and $25 million was allocated to counties
whose share of all state-allocated resources for
mental health services was below the statewide
average. The remaining $5 million was allocated
to certain counties as a partial restoration of the
$62 million reduction in General Fund local as-
sistance contained in the 1990 Budget Act.

The Department of Mental Health (DMH) does

not send separate checks to counties for Propo- |

sition 99 and General Fund local assistance.
However, the DMH notifies counties as to how
much of their allocation is from Proposition 99
revenues, and requires that they report what
types of mental health services they are using
Proposition 99 funds to provide. The DMH cur-
rently has no information regarding the specific
types of mental health services counties are pro-
viding with Proposition 99 funds, norisitable to
evaluate the effectiveness of those services. This
is because county cost reports indicating how
various state-allocated funds were used during
the two-year period are not yet available.

The only limitation on counties’ use of Propo-
sition 99 funds is that they cannot use them to
match federal funds.(Counties alsoare informed
that Proposition 99 funds must supplement,
rather than supplant, existing funding for pro-
grams.) Accordingly, counties can effectively
spend Proposition 99 funds for any mental health
services they choose. Because of this, it is likely
that some counties are using at least a portion of
Proposition 99 funds to backfill the $62 million
General Fund reduction in the current year. To
the extent this has occurred, this practice con-
flicts with the requirements of Proposition 99.

Child Health and Disability
Prevention (CHDP) Program
Expansion

Assembly Bill 75 originally allocated about
$20 million in 1989-90 and $19 million in 1990-
91 to extend CHDP Program eligibility to chil-
dren between 6 and 18 years old whose family
incomes are at or below 200 percent of the
federal poverty level. The CHDP Program pro-
vides medical examinations to children. The act
also adds an anti-tobacco education component
to the CHDP medical examination.

In mid-spring 1991, the DHS estimated that
actual expenditures for the Proposition 99
funded portion of this program will be about $8
million in 1989-90 and $30 million in 1990-91.
These numbers differ from the original appro-
priations primarily because (1) phasing in the
program resulted in reduced 1989-90 costs and
(2) costsaredriven by caseload increases, which
have been significant in the latter part of 1989-
90 and 1990-91 to date.

The numbers of children provided medical
examinations through the CHDP expansion
program far exceed the DHS' preliminary esti-
mates. (The number of General Fund supported
examinations also dramatically exceed projec-
tions, probably due to increased outreach and
education programs.) As of late February 1991,
an estimated 214,000 medical examinations had
been provided with Proposition 99 funds. Con-
tinued growth in the number of examinations
(both Proposition 99 funded and General Fund
supported) is projected.

The reason the CHDP expansion program
has experienced such rapid growth is most
likely the fact that the expansion built on an
existing program and did not require a new
administrative mechanism to be established.
Most providers doing the additional medical
examinations are probably already familiar with
the CHDP Program.

SR R R AR R E R0
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However, while large numbers of additional
children are receiving medical examinations, a
much smaller number of children appear to be
receiving treatment. Anecdotal evidence sug-
gests that inadequate follow-up after the medi-
cal examination is done may be partly respon-

. sible for this. (Counties pay for follow-up treat-

ment from their CHIP funds, and many have

established a separate system for providing and -
- paying for treatment. ) ‘

Expansmn of Medl Cal
Pennaial Serwces

Assembly Bill 75 originally allocated about $20

. million in 1989-90 and $20 million in 1990-91 to

extend coverage for perinatal services under the

Medi-Cal Program to pregnant women with .

family incomes between 185 percent and 200
percent of the federal poverty level and their
infants up to one year of age. The act also re-

quired the DHS to use these funds to conduct
outreach activities to increase partlmpahon and

access to these services.

- The DHS nnplemented expanded eligibility
for pregnancy-related services beginning Octo-
ber 1, 1989. The DHS estimates that actual ex-

~ penditures will be about $12 million in 1989-90

and $24 million in 1990-91. These numbers differ

~ fromthe ongmal appropriation beeause (1)phas-
- ing in the program resulted in reduced 1989-90

costs and (2) increased caseloads contributed to

~ higher costs in 1990-91. The average number of
persons per month eligible for these services

was1,400in 1989-90 and is estimated to be 2,800
durmg 1990-91..

The DHS conducted outreach activities w1th
two. programs. First, it allocated $3.1 million to
_permit counties to station eligibility workers at

locations other than welfare offices. The DHS

- used $511,000 in 1989-90 and expects to spend

$2.6 millionin 1990-91 for 37 county proposals to
station eligibility workers in clinics that treat

“high volumes of pregnant women. At the time of

this analysis, the DHS had received preliminary
-data from these counties, butithad not analyzed
the data to evaluate program effechveness :

Second, the DHS used $3.1 million to hire a
public relations contractor to (1) develop a cam-
paign to encourage providers to participate in
Medi-Cal and (2) develop and implement a
statewide campaign to inform women about
Medi-Cal coverage of perinatal services and to
encourage them to receive early prenatal care.
No information is currently available on the
results of these campaigns.

Health Education
Programs in Schools.

Assembly Bill 75 prov1ded about $36 mﬂhon

- in 1989-90 and another $36 million in the current
year for school programs to be administered by

 the State Department of Education (SDE). These
programs provide various healtheducationand

_tobacco information activities designed to re-

duce tobacco use among school children.

The bulk of these funds — about $29 million
each year — has been allocated through com-

petitive grants to school districts. Almost every -

district in the state (1,007 out of 1,018) has
received such grant fundmg, which is based on
district enrollment ($6 per student). According

to the SDE, school districts have primarily used

these funds to. (1) hire staff for coordination’
within districts, (2) train teachers, and (3) pur-
chase prepared curriculum materijals to teach
students to resist peer pressure and abstain

- from smoking. The SDE was unable to provide

a precise breakdown on districts’ use of these

- funds. Anecdotal evidence suggests mixed suc-

cess in this program: most schools are probably

“using the funds appropriately, but some schools

reportedly use the funds for other purposes.
In addition to the grant funds, another $3.3 million

- wassetasideeachyearin1989-90and 1990-91 forlocal

assistance. Of these amounts, $1.7 million annually
has been used for 13 pﬂOt projects in 13 counties to
study innovative approaches to tobacco-use preven-
tion education. These projects will terminate at the

- end of 1991-9%2. Another $1.1 million annually has
been used to provide partial funding for 10 regional ~ -

health centers that provide technical assistance to
schools and school districts.

‘ Leglslve naysf’s'omc ‘



Of the remaining amount of funding, county
offices of education have received $2.5 million
annually for administration and assistance to
school districts, and the SDE has received
$900,000 annually for administration.

At the time of our review, no data were avail-
able with which to assess the effect these pro-
grams may be having on smoking among school
children. The SDE is currently funding a three-
year study that would assess the cost-effective-
ness of various school programs against use of
drugs, tobacco, and alcohol. The SDE indicates
that the earliest results from this study will be
available in July 1991.

Health Education Programs
Administered by the DHS

Assembly Bill 75 established the Tobacco Use
Prevention Program in the DHS, and provided
about $53 million in 1989-90 and $99 million in
1990-91 for the program. The program, as autho-
rized by AB 75, consists of (1) a public informa-
tion campaign to prevent and reduce tobacco
use, (2) a competitive grants program for non-
profit organizations to provide health education
and promotion activities, and (3) grants to local
agencies for tobacco-use prevention and reduc-
tion programs. In addition, AB 75 requires the
DS to evaluate the effectiveness of the pro-
grams and establishes an oversight committee
to advise the department on the health educa-
tion programs and evaluations. Below, we de-
scribe the status of each of these programs.
Overall, the DHS appears to be making reason-
able progress in implementing the health educa-
tion programs.

Grants to Local Government Agenciés

Assembly Bill 75appropriated a total of $71 mil-
lion for the DHS to issue grants to local govern-
ment agencies for tobacco-use prevention and
reduction programs. The department has is-
sued grants to 61 local government agencies as
of March 31,1991 totaling about $36 million. The

DHS indicated that it expected to issue grants
for nearly all of the remaining $35 million by the
end of April 1991, after it had completed its
review and approval of local tobacco-usepreven-
tion plans. Local agencies will be authorized to
spend the grant funds through December 1992.

Although the majority of the local agencies
were authorized to begin billing the DHS for
their tobacco-use prevention program costs
beginning January 1, 1990 (three months after
the enactment of AB 75), the local agencies
appear to be somewhat slow in implementing
their programs. The local agencies have billed
the department for only $7.5 million to date.

Local agencies will be using the funds for
programs including (1) smoking prevention
and cessation programs, (2) assistance to
nonprofit local groups that apply for competi-
tive grant monies, and (3) local tobacco aware-
ness activities such as tobacco-free days at foot-
ball games, community smoke-out days, and
health fairs.

Competitive Grants

The act appropriated a total of $53 million for
a competitive grants program administered by
the DHS to fund health education and promo-
tion activities designed to reduce tobacco use
and tobacco-related diseases among target
populations. The departmenthas awarded over
200 grants as of mid-spring 1991 totaling ap-
proximately $39 million. The DHS indicates
that it will use the remaining funds to extend
the existing contracts from December 1991
through December 1992. The majority of the
contracts began in September 1990 (11 months
after the enactment of AB 75), and grantees
have billed the department for $9.4 million as of
mid-spring 1991.

Since the enactment of AB 75, the DHS has (1)
developed the procedures for applicants to fol-
low in requesting grants, (2) notified potential
applicants about the program, (3) evaluated
over 450 proposals and selected over 200 pro-
posals to fund, and (4) completed contracts
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with 148 grantees. The department also has
contracted with persons to provide technical
assistance and support to the grantees.

Examples of the grants issued by the DHS
include ones for (1) developing and issuing
tobacco education materials and instruction to
physicians and other health care providers for
distribution to their patients, (2) developing and
implementing a comprehensive smoking
prevention and cessation program for the Asian
and Pacific Islander communities in Alameda

County, and (3) developing a 30-minute docu-

mentary video on smoking targeted towards
black women of child-bearing age.

Media Campaign

Assembly Bill 75 appropriated a total of about
$29 million in 1989-90 and 1990-91 for a public
information campaign designed to prevent
people from beginning to smoke and to encour-

age people who already smoke to quit. Of this

amount, the DHS has spent approximately
$23 million as of mid-spring 1991 for the cam-
paign. Within six months after the enactment of

- AB75, the DHS had (1) completed state contract-
Jing procedures for selecting a contractor for the
- media campaign; (2) identified and developed

with the contractor the advertising approaches
and advertising placement strategies necessary
to reach each target population required by AB
75; and (3) evaluated and approved the design
and production of the first set of anti-tobacco
radio, television, and print media adver-
tisements.

Since that time, the DHShas developed awide
range of advertisements directed at specific tar-
get populations. As of December 1, 1990, the
department had placed 165 different advertise-
ments on 147 television stations, 69 radio sta-

tions, 775 billboards and buses, and 130 newspa-

pers. The department estimates that 97 percent
of the population had been exposed to up to 75
radio or television tobacco education advertise-
ments within the first eight months of the media

campaign.
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Evaluations, Surveys and Oversight
Committee

The DHS has entered into three contracts
totaling $6.5 million to evaluate the tobacco-
related health education programs. The first
contract (for $2 million from funds appropri-
ated for the competitive grants program and
$1 million appropriated in the 1990 Budget
Act) provides for a baseline survey of smoking
prevalence, and knowledge and attitudes about
tobacco use. Between January 30, 1990 and July
1,1991, the contractor will survey 30,000 house-
holds regarding the number of people who
smoke and attitudes toward smoking. This will
enable the department to evaluate the effective-
ness of overall health education program efforts
by comparing surveys taken in future years
with the baseline survey, and identifying sig-
nificant changes in tobacco consumption, atti-
tudes, and behaviors. ‘

The second contract (for $2.3 million appro-
priated in AB 75) is for an evaluation of (1) the
accomplishments of the local government

agency grants and the competitive grants and

(2) tobacco consumption patterns based on ciga-
rette tax data. The contractor has developed

'standardized data collection systems for the

local governments and competitive grantees to
report information on accomplishments to the
contractor, and has compared tobacco consump-

 tion patterns after the imposition of the 25-cent

cigarette tax increase with the patterns prior to
the tax increase.

The third contract (for $1.2 million from funds
appropriated for the media campaign) is an
evaluation of the media campaign. The contrac-

tor will conduct four surveys between January

1990 and June 1991 on public awareness of the
media campaign, and attitudes and behaviors
regarding tobacco consumption. Preliminary
data show that 75 percent of the people sur-
veyed in the state were aware of the tobacco
education advertisements within four months
of the media campaign.

" Legislative Analyst's Office
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In addition to the contracts for evaluation, AB
75 established the Tobacco Education Oversight
Committee to (1) advise the DHS and SDE on
policy development, as well as on program
integration and evaluation for health education
programs, and (2) develop a master plan for the
futureimplementation of tobacco education pro-
grams. The committee has worked with the
DHS and SDE on the implementation, coordina-
tion, and evaluation of the health education
programs, and recently has published the mas-
ter plan

Departments Have Generally
Made Reasonable Progress
in Implementing AB 75
Programs

Our analysis indicates that in the roughly year
and nine months since the enactment of AB 75,
~ the departments responsible for implementing
AB 75 programs have generally made reason-
able progress in implementing these programs,
while at the same time ensuring that reasonable
controls are in place prior to the distribution of
funds, and complying with the administrative
requirements of AB 75.

Certain Administrative Difficulties Have
Been Encountered

In implementing AB 75 programs, however,
the responsible departments have encountered,
and had to address, several administrative diffi-
culties. Among other things, this has slowed the
process of issuing grants in DHS health educa-
tion programs, and resulted in delays in pay-
ments to some health services programs. These
difficulties have included: ‘ :

* Complying with the detailed administrative
procedures required by AB 75 and estab-
lished by the departments to ensure that
funds are spent appropriately. (In addition,
while AB 75 exempted the DHS from some
of the state contracting requirements, the
department generally has followed state

contracting procedures in the health educa-
tion programs to ensure that the process is
fair and delivers services at thelowest costs.)

o Addressing the needs of local governments
and grantees that have a wide range of
program knowledge and admmlstratwe
structures.

* Developing several new progréms that are
administratively complex.

As one example, prior to distributing health
education funds to local government agencies,
AB 75 requires (1) the DHS to issue guidelines

to local agencies for developing plans for pre-

venting and reducing tobacco use, (2) local

agencies to develop these plans for 1989-90 and -

for 1990-91, (3) the DHS to provide technical
assistance to local agencies on development of
the plans, and (4) the DHS to review and ap-

provetheplans. The plansaretoinclude descrip-

tions of the target populations to be served,
identification of the number of persons to be
served within each target population, a budget
proposal, and descriptions as to howlocal fund-
ing decisions will take into account evaluations
of program efficiency and effectiveness. Al-
though these procedures are important to en-
sure that the funds are spent appropriately,
they also slow the dlstnbutlon and expenditure
of the funds.

Data With Which to Evaluate Programs’
Effectiveness Will Not Be Available in Time
for Decisions on 1991-92 Budget

Our analysis indicates that the Legislature

will have little information available on the.

effectiveness of AB 75 programs in time for

making decisions on the 1991-92 budget. While

the DHS requires AB 75 funded health services
programs to submit a variety of data on (1) how
programs have been implemented and (2) how
funds have been spent, some of these data for

1989-90 have only recently been received by the

DHS (or are still outstanding) and are currently
under review. No 1990-91 data will be avallable

~ for a number of months.
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Inaddition, although theDHShas already contract-
ed for studies on the eﬂecnveness of health education

programs, these studies will have only preliminary,

andmcomplebe mformahonpnorto]ulyl 1991. Two ’
- major factors areat work: ' :

‘ °ProgramsHaveBeenmPlaceforaVeryShortPenod '

of Time. Thehealtheducation programs generally
. havebeeninplacefora very short period of time,

andhtﬂemoneyhasacmallybeenspmttodatebyﬁ .

" local agena&s and grantees. Furthermore, local
agenciesand graritees receiving DHS health edu-

‘catlonflmdsareauthonzedtospendﬂ\esefunds. o

through December 31, 1992. Accordingly, the
. information on the effectiveness of these pro-
- gramsmllnotbecomplebeunhlafterﬂ:usdate
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. Program Results Take Time. For health educauon C
~ programs in particular, the results of programs *

. implemented in the short term are only likely to
’ besemoverthenactseveralyears This is be-

cause changing behavior to an addiction suchas

smokingis a long-term, multi-stage) process For

,example the sequential steps necessary for a -

person to stop smoking may include (1) increas-
- ing knowledge about the harmful effects of to-

orattitudes toward smoking;and )] overcoming

| cunent programs result in a change in knowl-
edge, attitudes, or beliefs toward smokmg, the

~ programs may result in a reduction in tobacco‘ .

oonsumphon in future years

WHAT DECISIONS DOES THE LEGISLATURE FACE
| THIS YEAR AND IN FUTURE YEARS‘? |

We dlscuss specrﬁc Proposmon 99 related

budget issues facing the Legislaturein the Analy-
sis of the 1991-92 Budget Bill (see pages 537, 580,

. .584, 643, and 955). Figure7 hlghhghts the major
 issues the Legislature faces this spring regard-

ing Proposition 99. We discuss. these issues be-
low - :

‘Assembly Blll 75 W|I| Sunset |n
,June 1991 R

Assembly Bﬂl 75 sunsets ]une 30 1991. Conse—

- quently, the Legislature faces decisions regard—‘
- ing how to allocate Proposition 99 funds for
1991-92 from the four accounts affected by AB . .
75. As discussed above, these decisions will =
have to be made before data with which to

evaluate the programs’ effectiveness are avail-

‘able. In hght of this fact, the Legislature has .

several options, depending on whether legisla-
tive funding priorities are the same or have

‘changed since AB.75 was enacted.

; Flgure7 , o '
Proposmon 99 Major Issues

. Assembly Bill 75 sunsets Jurie 30, 1991, and little

information ory program effectlveness for either
health services or health education programs will -
be available until after the decisions regarding
1991-92 funding allocations need to be' made.

= The Leglslature faces pollcy choices regarding -
=% what'level of funding to provide existing pro-
- grams versus new initiatives, including a trade-
_ off between health educatlon and health ser-
- vices programs !

o The prolected gap between Prcy)osmon 99 rev-
=== enues (which are decllnlng) and program costs -

(whlch are lncreasmg) will widen over time. -

'Conhnue Exnshng Programs o

If legrslatrve pnonhes are the same as they
were when AB 75 was enacted, then the Legis-

lature could choose to extend the sunset date of
AB 75 and continue fundmg existing programs

in the same proportions as under currentlaw. In

‘contrast to the Governor’s proposal funding
- for CI—HP and other health services programs, as

bacco consumption; (2) changing beliefs, values,

e)dsﬁngfacbors thatreinforcethesmokingbehav- -
Consequently, to the extent that the DHS"




well as health education programs, would in-
crease under this option. (The dollar amounts
allocated to programs would still be reduced
from current-year levels, however, since avail-
ableresources in the budget year are projected to
decline. In addition, decisions would need to be
made with respect to caseload-driven programs,
which are consuming an increasing proportion
of the available Proposition 99 funds.)

By extending AB 75 for two or three years, the
Legislature would provide the program conti-
nuity and the time needed for data on program
implementation and effectiveness to become
available.

Pursue a New Course

Instead of continuing existing programs as at

present, the Legislature may wish to adopt a .

new course regarding Proposition 99 program
funding. Possible reasons for shifting course
could include basic changes inlegislative priori-
ties, factors relating to county-state program
realignment decisions, or reevaluations in re-
sponse to the declining nature of the Proposition
99 revenue base (see below). The Legislature
may wish to consider several types of funding
shifts.

Shift Health Services Funds to Other Health
Services Programs. If legislative priorities have
changed since AB 75 was enacted, the Legisla-
ture may wish to consider alternative uses for
AB 75 health services funds. For example, in
light of the proposed realignment of public
health and indigent care programs, the Legisla-

~ ture may wish to allocate AB 75 funds for

specific services it wants to assure are provided
(such as preventive or outpatient care). Alterna-
tively, funds could be targeted to a specific
population such as children, to establish com-
prehensive children’s health services.

Shift Health Education Funds to Health Ser-
vices Programs or Vice Versa. Again, if legisla-
tive priorities have changed since AB 75 was
enacted, the Legislature could choose to shift
funding for health education and smoking pre-
vention programs to fund additional health
services programs or vice versa. For example, it
could provide some level of funding for a spe-
cific priority — such as children’s health ser-
vices — while continuing to fund (at a higher
level than proposed in the Governor’s Budget)
ongoing health education programs.

In the latter case, the trade-off is between the
impact of health education programs designed

“The Legislature may wish to adopt a new

course regarding Proposition 99 program

funding. Possible reasons for shifting course

could include basic changes in legislative

priorities, factors relating to county-state

program realignment decisions, or

reevaluations in response to the declining

nature of the Proposition 99 revenue base.”
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to reduce smokmg (thereby decreasmg related
* health care costs) and the impact of providing

additional health services to persons who may

- currently be going without such services. The -

Legislature faces this decision on health educa-

tion versus health services without havmg had »

a chance to seeiif the anti-smoking programs are
effective. As discussed above, it will be at least

~ another year or two before the results of the

program evaluations will be available. Cutting
funding after two years, when many of the

B programs have just become fully operational,
will not give these programs the opportunity to -

demonstrate their effectiveness. To the extent

these programs are effective, they could resultin

major long-term reductions in health care costs

for smokmg—related diseases. This has to be

weighed against both the more immediate sav-

‘ings and health benefits of providing services to

persons whomay notcurrently receive care, and

the resulting long-term potentlal reductlons in’
. health care costs.

Proposltlon 99 Revenues qre

> Declining Over T|me

: The ﬁnal major 1Ssue‘ relates_ to'l?ropesition‘ 99 .

revenues and to the support of Proposition 99

funded programs in future years. Over time,

- ‘Page 2]

relying on Proposition 99 revenues to support -
_ - ongoing programs will require either infusions -
- of other funds, potentially from the General
' Fund, orfurther reductions in one or more of the ,
Proposition 99 funded programs. This is be-
‘cause Proposition 99 revenues are projected to

decline each year, perhaps by 3 percent or more

annually between now and 1994-95. Figure 8

illustrates the nature of this widening gap be-

~ tween projected Proposition 99 revenues and
- program costs (assuming current AB 75 pro-

grams) from 1990-91 through 1994-95. This is-

-+ sue poses a parhcular problem for programs
- providing ongoing health services, especially
. caseload-driven programs, where demand for

services lS expected to increase over hme

4 To the extent health education programs are

- successful in meeting the goals of AB 75 to
reduce smoking by 75 percent by 1999, rev-
‘enues would be expected to decline even more- -

than projected in Figure 8. This would exacer-

' batethe problem faced by programs relying on
~ Proposition 99 funds —instead of flat or slightly
. declining revenues. in the face of increasing
 program ¢osts, theserevenues could erodermtuch

more rapidly. This would not be offset by re-

duced demand for health services programs
furided by Proposition'99 because, as currently -
‘authorized, these programs are not directly re-
“lated to smoking.

”Over ttme, relymg on Praposmon 99

' revenues to support ongomg progrums wzll

requzre ezther mfuszons of other funds, :

g potentzally from the General Fund, or further |

reductzons in one or more of the Proposztzon

99 funded programs.

Thzs is because Propos:twn 99 revenues are

pro]ected to declme each year

" Legisiative Analyst's Office. . ELe




Depending on legislative priorities, the Legis-
lature could address the issue of declining rev-
enues in the short term in several ways. If the
Legislature decides to continue existing AB 75
programs, it could choose to fully fund caseload-
driven programs and reduce funding propor-
tionally for other programs. Alternatively, if
legislative priorities have changed, the Legisla-
ture could choose to reduce the number of pro-
grams funded with Proposition 99 revenues so
as to target funding for the Legislature’s high-
est-priority programs.

In the long term, however, we believe the
Legislature should structure Proposition 99 pro-
grams so that program demands can be met
recognizing the projected declining Proposi-
tion 99 revenue stream. In this regard, the Leg-
islature has various options, such as (1) funding
primarily one-time activities and programs
(such as special projects and capital outlay) not
linked to providing ongoing services or (2)
designating alternative funding sources as part
of the authorization process for ongoing pro-
gram activities.

Figure 8

he Widening Gap Between Proposition:99

$800

700+
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400

Estimated Proposition [§
99 fundedpregram :
costs*

Estimated Proposition J§
99 revenues®

T T

1
1990-91 1991-92 1992-93 1993-94

1994-95

4 Assumes existing programs authorized by AB75 continue, with costs adjusted for inflation and population or
caseloads. The additional funding required for the MRMIP beginning in 1991-92 accounts for the rapid
increase in expenditures between 1990-91 and 1891-92.

b |nterest income and carry-over from prior years are not included in estimated revenues or program costs.
Revenue estimates for 1992-93 through 1994-95 are based on an assumption that per capita cigarette sales
continue to decline at roughly 3 percent annually.
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| _CONCLUSION _ |

s

Overall our review of programs authonzed;
~ by AB75 mdlcates that reasonable progress has
been made in 1mp1ementmg these programs, b
.although some programs are still experiencing
‘delays in payments.or are underutilizing the
- funds available. Our review also indicates that
. there are currently little data available with -

- which to evaluate programs’ e‘fféctiveness '

~ ‘The Legislature faces several ma]or 1ssuesv'
~ regarding how to allocate: Propos1t10n 99 funds

for 1991-92 and beyond. The options for ad-

dressmg theseissues dependon whether legisla- -

tive fundmg priorities are the same or have

. changed since AB 75 was enacted. For example,
 the Legislature could continue existing pro-

grams by extending AB 75's sunset date. On the
other hand, the Legislature could pursue a new

~ course by shifting health services funds to other

health services programs. As an example, in

light of the proposed realignment of public

health and indigent care program‘s, the Legisla-
- ture may wish to allocate AB 75 funds for spe- -
cific services it wants to assure are provided

(suchas preventive or outpatient care). Alterna-

tively, funds could be targeted to a specific -
- population such as children, to establish:
: 'comprehenswe children’s health services.

o TheLeglslature couldalsopursue anewcourse .
' by shifting health education funds to health
services programs. For example, it could pro-

‘vide some level of funding for a specxﬁc priority

- — such as children’s health services — while

‘ contmmng to fund (at a higher level than pro-
- posed in the Governor’s Budget) ongomg health

education’ programs

In addmon, we beheve the Leglslature in the -
long term should structure Proposition 99 pro-
grams SO that program demands can be met
. recogmzmg the pro;ected declme in this rev-
enue source. - :
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